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think any of the companies are doing 
that. 

Q.—There is a loss on that item of 
$26,660.07. Then the net expected 
death losses in 1905 other than the 
policies issued that year were $39,- 
649.71, and the actual death losses 
$15,810.04. That would show a pro- 
fit in respect of death losses of $23,- 
839.67. Is that a favorable showing? 
A.—I think it is decidedly favorable. 


Q.—That is one of the matters that 
Standen commented on? A.—He said 
they were too high, but this is very, 
much legs. 

Q.—Then there were no annuity 
claims. Your interest, dividends and 
penis received in 1905 B13, 285.12? A. 
—Yes, 

Q.—Taxes and repairs $2,581.21? A. 
—That is practically all taxes. 

Q.—Nothing credited to _ special 
fund, and the amount required to 
make good the reserve was $12,635? 
A.— Yes. 

Q.—Making $15,216.21? 
that is this item and that. 

Q.—Can you say what average rate 

your money earned for you that year? 
' A.—4 per cent. 

Q.—Is that as high as it should 
be? A.—No, it ought to be higher 
but our funds are all invested in high 
grade securities and the rate of in- 
terest is very low. 

Q.—Does that account for the whole 
Cie A.— Well, our head office 
building was under repairs and there 
was no revenue coming in from that, 
and our new capital stock, the issue 
was made at the close of the year, 
there would be no interest earnings on 
that. 

Q.—On the 3lst December? A.— 
Well, along in November and Decem- 
ber. 

Q.—I think a good deal of the 
money paid in on capital account and 
on premium that you were referring 
to yesterday, was received at the end 
of the year? A.—It was all received 
at the end of the year. 

Q.—AIl that was rceived that year 
was received at the end of the year? 
A.—Yes. 

Q.—And that formed a good portion 
of your funds? A.—Yes, $125,000. 

Q.—So that there would be no inter- 
est earned on that money? A.—No 
interest earned on that money and no 
interest earned on the investment in 
the head office building. 

Q.—Did you have any profits. on 
sales or maturity of securities? A.— 
We didn’t sell any securities. No 
sales and no losses. 
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Q.—Did you write up the market 
values? A.—We took the market val- 
ues as at the year previous, which 
were fixed by the Insurance Depart- 
ment. 

Q.—You are referring now particu- 
larly to the home office building? A. 
—To everything. 

Q.—Was there any other asset be- 
sides that head office building that was 
open to discussion at all? A.—Yes, 
there were some debentures. I have 
just forgotten the particulars. They 
were written up in 1904. The Super- 
intendent of Insurance when he in- 
spected the office in 1905 wrote them 
down again, $5,000. When we valued 
our securities at the end of 1905 we 
took them in at the same value placed 
on them by the Insurance Department. 
We purchased a good holding of Im- 
perial Bank shares at a very favorable 
price, 230, and we write them up 5 
points, to 235 and they were then sel- 
ling at 240 to 245. They are now 
around 250 and 253 I think. 

Q.—Do you still hold it? A.—Yes, 
a part of it. We sold 230 shares at 
250, at a profit of 20 poimts and we 
still have 320 shares. 

Q.—What does this item of $4,791.71 
consist of? A.—That is new securi- 
ties bought during the year. Imperial 
Bank shares particularly. 

Q.—That you carry in as a gainP A. 
—Yes, it is very much below its pre- 
sent market price. 

Q.—Then reserves released by sur- 
render and lapse $37,706.29. That is 
a large item is it notP A.—Yes. 

Q.—Too large? A.—I would rather 
see the business remain on the books, 
yes. 

Q.—That means an item that goes to 
reduce the loss on the first year’s bus- 
inessP A.—Yes. 

Q.—It would represent a good deal 
of first year business that did not con- 
tinue P A.—Yes, and old business 
too. 

Q.—And you have surrender values 
allowed $16,000, making altogether 
surrenders and lapses $21,006.42 which 
you carry in asa profit? A.—Yes. 


Q.—Then that would make your to- 
tal profits $49,743.52; total losses $22,- 
964, showing a net profit of $26,779? 
A.—That amount does not include the 
premium received on the shares. It 
is exclusive of that. 

Q.—That is a pure profit and loss 
statementP A.—Yes. 

Q.—I see that your commissions on 
premiums for the first year were $17.- 
925.26P A.—Yes. 
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Q.—That you say is considerably 
smaller than it would have been had 
you not made the changes you have 
spoken of P A.—Decidedly lower. 

Q.—I think that under your ar- 
rangement it was some advantage to 
you personally to get these expenses 
down, was it not? A.—In what way? 
Do you mean by my salary? 

Q.—There is only one way that is 
really a substantial way? A.—I am 
ashamed to tell you how little I make 
out of that. 

Q.—I do not see anything at all in it 
that is objectionable. I see it quite 
the contrary way. It was held out to 
you to get these first year expenses 
conn and get on an economical basis? 

A.—Oh yes, that is part of the ambi- 
tion. 

_Q.—It was made to some extent a 
direct benefit to you in the way of 
salary? A.—No, I am not receiving 
a dollar more salary. 

Q.—That was proposed was it not? 
A —No. 

Q.—I thought there was a reference 
here to a bonus in cash? A.—Oh yes, 
I had forgotten all about that. I 
never got the bonus. 

Q.—I am glad I mentioned it then, 
if it would have escaped your mind 
very long. You must not let that es- 
capeP A.—I haven’t thought of my- 
self yet. that is coming later. 


Q.—That seems unfortunate, but 
that was the idea, to make it a stren- 
uous thing for you to accomplish that? 
A.—No, the real ambition was to make 
a company out of the National. 


Q.—And that would be done by be- 
ing economical in these early years and 
getting it on a profitable basis in that 
way? SA: Yos,; 

Q.—I see an item here of bonuses, 
prizes and awards to agents, $3,500? 
A.—Well, we made no bonuses, awards 
or prizes. I think that includes the 
travelling expenses account. 

Pare ances to agents $7,305? A. 
—Yes 

Q.—Those would be the advances you 
spoke of? A.—On account of commis- 
sions earned but unpaid and fully se- 
cured by bond. 

Q.—Do you think it is necessary to 
have an item such as that in your ac- 
counts? A.—The Insurance Depart- 
ment make us. 

Q.—I am not saying it should not 
be there, if you advance the money, 
but do you think it is necessary that 
you should make advances in this way ? 
A.—Yes, the agent has to live. 

Q.—And you have to give him some- 
thing to go ahead onP A.—Yes. 
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Q.—I notice that in the first state- 
ment of the National Life that the 
whole first premiums amounted to $16,- 
833.61 and that the reserve required 
on those premiums was $15,582.96? A. 
—Yes. 

Q.—And there was a death loss of 
$2,000. The reserve was almost equal 
to the whole premiums received in the 
first yearP A.—Yes. 

Q.—That constitutes a. very large 

reserve to put up on that business? A. 
Yes . 
« Q.—Is it necessary to show such a 
reserve as that where it is all new 
business? A.—I don’t think so, but I 
am not an actuary. 

Q.—Still, you are the best actuary 
the company has? A.—No, Mr. 
Sparling, the secretary, is more com- 
petent. 

Q.—He is more nearly an actuary? 
A.—Yes. 

Q.—A good deal of that reserve 
would be released in the next year by 
reason of surrender and lapses? A. 
—Well, there would not be any surren- 
ders. 

Q.—It would be all lapses in that 
year?-. -A.—If-it did lapse, Some 
of it would lapse, I suppose. 

Q.—And a certain part of the re- 
serve would therefore be released? A. 
—Yes. 

Q.—Do you consider that the com- 
pany now has reached such a stage 
that it does not require any more pay- 
ments in on account of stock or pre- 
mium?P A.—Yes. 


Q.—You think that it has got now 
so that it will develop surplus on the 
stock that it has and the cash that 
it has? A.—yYes, it is doing so now. 


Q.—There will be no premiums paid 
on stock or no monies collected from 
shareholders during this year? A.— 
No, nor in any future year while I am 
there. 

Q.—Why do you say that? Is it ob- 
jestionable to have too large a capital 
stock? A.—No. I don’t fancy the 
shareholders would want me there to 
run the company if I had to go back 
for more money. 

By MR. HELLMUTH: 

Q.—At the outset of a company, Mr. 
Ralston, the ratio of operating ex- 
penses to premium income is bound to 
be much higher than it will be at a 
subsequent date? A.—Yes. 

Q.—And that was your experience 
in your company? A.—Yes. 

Q.—In the year, for instance, 1901, 
your ratio taken from the Blue Book 
would appear to be a trifle over 66 
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‘per cent.? A.—I have not looked into 
it. 7 

Q.—But you would not be very much 
surprised at that? A.—No. 

Q.—You have got down to some- 
thing now less than 50 per cent.? A. 
—Yes, I think it is about 45 now. 

Q. —It was 50 for 1904 I see? A.— 
Yes. 

Q.—And of course you expect to 
bring that very much lower as your 
company gets—A.—Older. 

Q.—Have you considered at all 
what would be a reasonable ratio of 
expense in a company established for 
15 or 20 yearsP A.—About 30 to 382 
or oo. ” 

Q.—You would not expect it any 
lower than that? A.—I would like 
to see it lower, but I don’t think it 
could be brought lower under pre- 
sent conditions. 

Q.—That is under the condition, 
may I say of excessive competition ? 
A.—That is part and the difficulty in 
getting good men to sell your policies 
and.the other difficulty of having the 
proposed insurer decide the matter 
without a canvass. 

Q.—You think the only way, as I 
understand your evidence, to get in- 
surance business is to hunt actually 
for it? A.—Yes, sir. 

Q.—And that the company that pur- 
sues the most vigorous hunt will have 
the largest business, other things be- 
ing equal? A.—Yes. 

Q.—And therefore you have to spend 
this money for it? A.—Yes. 

Q.—People won’t come and take life 
insurance? A.—wNoO, sir. 


Q.—And in order to capture busi- 
ness it is necessary to offer something 
almost more than life insurance to 
people? A.—I have not found it ne- 
cessary. 


Q.—I mean pure life insurance? A. 
—Oh, you mean the investment fea- 
tures P 

Q.—Yes, you have got to offer them 
profits that they will get themselves? 
A.—Some people prefer that; others 
don’t want it. We try to give them 
what they want. 

Q.—But that is what the companies 
mainly request their agents to push, 
the endowment and the investment 
features? A.—Yes. 

Q.—Recognizing the, shall I say, 
natural cupidity of people to receive 
something for themselves? A.—Yes. 

Q.—Instead of merely providing for 
their families? A.—Yes. 

Q.—It is to that instinct you have 


to appeal in order to secure business ?- 
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Q.—And you yourself or your com- 
pany recognizes that that class of busi- 
ness, that is the investment business, 
is not really pure insurance? AES 
have never made that statement. 

Q.—But your company does in its 
literature? A.—I am not aware of it. 

Q.—I was not either until I took 
up this one of your manuals? A.— 
That is an old one. That manual has 
not been used for several years, 

Q.—So that this manual is when the 
company was young and innocent? A. 
J fancy so. 

Q.—Do you see there on page 70 un- 
der Non-participating Class, “the non- 
participating class offers pure insur- 
ance at very little more than cost.’’ 
That was the idea at all events of the 
author of that work, that non- partici- 
pating ordinary life was pure insur- 
ance? A.—So it is. 

Q.—And the endowment is sugar- 
ing the pill, isn’t it? A.—No, it is a 
combination of two. 

Q.—Of pure insurance and invest- 
ment? A.—Exactly. But there is no 
doubt about it at all that the indem- 
nity feaure, the mere protective fea- 
ture has been superseded~in all the 
companies practically in Canada as 
well as in the States with the invest- 
ment, I won’t say speculative, but the 
investment or return to the insured 
himself, not to his family? A.—That 
is right. 

Q.—That is what has come about? 
A.—Yes. 

Q.—And that class of insurance, the 
investment, requires necessarily very 
much larger premiums than the other? 
A.—Yes. 

Q.—And as you increase the invest- 
ment feature you decrease the purchas- 
ing power for the protective feature, 
that is if a man would put all the 
dollars that he is going to pay annual- 
ly into protection he would have a 
much larger return? A.—A larger 
amount of insurance. 

Q.—A larger amount of insurance 
for his familyP A.—Yes. 


Q.—What is your own view as to 
insurance companies being investment 
companies rather than pure insurance, 
I mean your personal view? A.—Well, 
we would not write as much business, 
the business would not be as attrac- 
tive if we did not have these invest- 
ment features. You take a young man 
and he would not want any insurance 
for years, until someone was depend- 
ing upon him. I don’t know what 
would become of the life insurance 
companies without it. 
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Q.—You have got to have the in- 
vestment feature, in your opinion? A. 
—Yes, and it is a good one. 

Q.—Do you think that you toll or 
tax the investor in insurance for the 
benefit of the indemnity insurance 
man? A.—No. 

Q.—You do not do that in your com- 
pany? <A.—No. 

Q.—Then where you have an ordin- 
ary straight life policy without profits 
at age 40 I see your premium is 
$28.10P 9 \A.—yYes: 

Q.—Now that premium is based on 
the net premium first which is an 
amount sufficient to provide for the 
reserve at 33 per cent? A.—Exactly. 

Q.—Since the Act of 1889? A.— 
Yes, 

Q.—And is also based on the H. M. 
mortality tables? A.—Yes. 

Q.—And you find a saving in mor- 
tality, do you not? A.—Yes. 

Q.—Is it correct to say that the ac- 
tual mortality is only about 75 per 
cent. of the tables? A.—I am not 
sure about that. The fact of the mat- 
ter is I give those matters very little 
attention. 

Q.—But you know there is a gsav- 
ingP A.—Yes. 

Q.—And there is a saving in your 
company at all events, from what I un- 
derstand from you, of the differences 
between three and a half and 4 per 
cent., your funds being invested at 4? 
A.—Yes. 

Q.—So that you have one half per 
cent. saving in interest and you have 
whatever saving there may be in mor- 
talityP A.—Yes. 

Q.—That premium then ought to be 
perfectly safe for the amount of insur- 
ance that it covers? A.—Yes. 


Q.—But you find apparently from 
your statement which has been put in, 
of 1905, that your loading is hardly 
sufficient to cover the expenses that 
actually occur? A.—That is right. 


Q.—So that you have to trespass 
upon these savings from mortality and 
by way of interest in order to make up 
the loading? A.—Yes. 


Q.—And you do not pay or expect 
to pay and you have no contract to 
pay to this man anything more than 
$1,000 at deathP A.—At death. 

Q.—He will get no profits if they 
were made, so that he looks and only 
looks for $1,000 for his family at his 
deathP A.—Yes. 

Q.—And the premium is never re- 
lluced? A.—No, it remains station- 
mry, If he outlives his expectation 
the $1,000 is there, the reserve. 


premium P 


6 EDWARD VII., A. 1906 


National Life. 
(A. J. Ralston, Ex’d.) 


Q.—The reserve has to be made up 
whether he outlives his expectation or 
net? A.—Certainly. 

Q.—Then will you find me an en- 
dowment policy with profits and give 
me the premium for that? A.—For 
an endowment or for an ordinary life. 

Q.—I will take an endowment, one 
of your highest priced investment poli- 
cies, for the purpose of this illustra- 
tion? A.—TI could give you a 10 year 
endowment. 

Q.—I would rather one that went 
on? A.—At 40, 20 year endowment, 
the rate is $51.89. 

Q.—Have you 40 at 25 years? A. 
—The same policy? 

Q.—YesP A.—$46.75. 

Q.—A 20 year endowment 46.75? A. 
—Age 25. 

Q.—No, that is wrong, I want age 40 
on a 25 year. endowment? A.—$42.58. 

Q.—And the premium on_ the 
straight life was $28.10? That is a 
difference of $14.48 in the annual 
A.—Yes. 


Q.—Now is that $14.48 additional 
premium for the purpose of profits? 
A.—No, in one case the endowment is 
a guarantee of the amount insured if 
they live at a certain time or payment 
at death, the other is just strictly a 
guarantee of so much payable in the 
event of death. 

Q.—You have the profit system and 
the endowment system, but one pay- 
able at death? A.—Well, an endow- 
ment policy could not be. An endow- 
ment policy is one which matures dur- 
ing the lifetime; a life policy is one 
which matures after death. 

Q.—Now you have a life policy with 
profits? A.—Yes. 

Q.—Maturing only after death? A. 
—Yes. 

Q.—Well, that is what I want, on 
the same basis only with profits? A. 
—At age 40, here you are. 

Q.—The premium is $32.05. A dif- 
ference of $3.95? A.—Extra prem- 
ium. 

Q.—Now that $3.95 cents is loaded 
simply for profits? A.—Yes. 

Q.—It is not loaded for any other 
purpose than to enable the holder of 
that policy to get profits out of the 
policy? »~A.—=Tethink- so. 

Q.—And if your general expenses 
in your company run over the loading 
on the ordinary life without profits, 
you have to go to this $3 in order to 
make it up, or impair your capital? 
A.—We have the interest earnings, the 
release of the reserves from lapsed bus- 
iness. We have got to take all these 
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things together to find where we get 
our money to use. 


Q.—But the gentleman who has got 
the without profit. policy for life can 
never have anything taken away from 
himP A.—Nor can the other man. 


Q.—Oh yes, he can have less profits 
declared upon his policy. If your 
expenses of management are over the 
amount you have put for loading, that 
has got to come out of some of the 
funds of the company and reduce the 
amount of profits? A.—We keep these 
plans in a class by themselves. There 
1s a record kept on these cards. Take 
that plan you refer to, an ordinary 
life with profits; we are not taking 
tee man’s money to pay something 
else. 

Q.—I do net say you are, but if there 
are no profits? A.—Well, he don’t get 
them. 

Q.—But he has paid so many dollars 
for profits, and the other man gets 
everything that he contracted for, or 
rather his family do, the thousand dol- 
lars at death, that is so, isn’t it, and 
this man may get nothing more than 
$1,000 without profits? A.—That is 
true, and he may get a good deal more 
if the company is successful. 


Q.—His $3.95 may earn him a great 
deal moreP A.—Yes. 


Q.—But he takes that risk? A.— 
He takes that risk. 


Q.—And his $3.95 may be used up in 
making all the policies answer their 
strict contractP A.—It might. 


Q.—The ordinary life man occupies 
the strongest position on his contract? 
A.—Yes. 

Q.—Do you favor writing this planP 
A.—I favor giving a man just what he 
wants. 

Q.—Do you instruct your agents as 
to which plan they shall push? A.— 
We have instructed them to push the 
5 year option plan for a special reason, 
but otherwise we have not anything to 
say beyond what is in the manual. 


Q.—You prefer the deferred dividend 
plan, do you notP A.—Oh yes. 


Q.—You prefer your agents to write, 
if they can—I won’t use the word push 
—but to write, if they possibly can, 
policies upon the deferred dividend? 
A.—Yes, 20 years. 

Q.—That means that all the profits 
on those policies will be in the hands 
of the company and not distributed 
for 20 years? A.—Yes. 

Q.—A larger volume of money to 
invest and re-invest, in the hands of 
the company? A.—Yes. 


National Life, 
(A. J. Ralston, Ex’d.) 


Q.—And therefore you do not go 
with the Armstrong Commission as to 
yearly divisions of profits? A.—No. 
oes do not favor that? A.— 

0. 

Q.—Do you favor the idea of a pol- 
icy once having got upon a paying, 
basis, that is having cleared the lia- 
bility that originally attended to it 
being continued in force until it ex- 
hausts its reserve? A.—Yes, we do 
that. 

Q.—I understand you did. You 
think that even without any request 
on the part of the person insured that 
should be done? A.—Exactly. 

Q.—It becomes automatic? A.— 
Yes. 

Q.—It works out until it is exhaust- 
edP A.—yYes, that is why he paid the 
money in. 

Q.—You do not approve of forfeit- 
ing any of that man’s money? A.— 
No, as long as it will carry the risk. 


JUDGE MacTAVISH: Is that pro- 
vided for in plain and unequivocal 
terms in your policy? A.—Yes, my 
lord, there is a sample policy on the 
file. 

MR. TILLEY: I think, your Honor, 
that that is all we will have to ask 
the National Life at the present time. 
Mr. Sparling’s name was mentioned 
in one or two matters, but he is not 
an actuary and we do not think it is 
worth while bothering about him. The 
examination is useful just as to the 
life of a young company, but that 
seems to be all we need to cover. 

MR, KENT: There is one question 
I wish to ask the witness. He has 
stated that his practice was, if the 
policvholder was disgruntled to return 
him his money and allow him to step 
out. I would like to be sure that there 
is no string to that, no condition? A. 
—What I meant, Mr. Commissioner, 
was this, that if a policy was written 
by us in which it was shown that there 
was a reasonable doubt, we would pre- 
fer to return the money to the pol- 
icyholder or place him as he was, but 
if it was a case where a man had been 
insured for several years and made no 
complaint we could not then. 


MR. TILLEY: I understood the wit- 
ness to rather imply that answering 
afterwards and say that if they came 
to the conclusion that there was a fair 
case made out of misleading the man or 
some impropriety, I think the witness 
practically got to that viewP A.— 
Yes. 

Q.—Some impropriety on the part 
of the agent. 


822 ROYAL COMMISSION ON 


29th day, May 25th, 1906. 
MR. KENT: Then it is only in the 


case of misrepresentation by an agent 
that the man would be allowed to with- 
draw? : 

MR. TILLEY: I understood that 
that was the answer. 

MR. KENT: That makes quite a 
difference. J thought it meant that if 
the agent had been too persuasive and 
vot him to take insurance that he 
could not continue, that he would be 
allowed to retire. 


JUDGE MacTAVISH: You do not 
make provision for a man changing 
his mind? <A.—No, sir. 

Q.—Going back to the company and 
saying, I am not pleased with this 
bargain and I want to get out of it? 
A.—No, sir, there is no provision for 
that, but if it is shown that the policy 
had been misrepresented. 


(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 
Union Life Insurance Company. 
Resumed at 2 p.m., May 25th, 1906. 


MR. TILLEY: With Your Honor’s 
permission I will call Mr. Symons and 
probably clear up the Union Life mat- 
ter. 

JUDGE MacTAVISH: Yes. 

‘ MR. SYMONS, re-called, examined 
y 

MR, TILLEY: Q.—Mr. Symons, in 
connection with the investigation into 
the matters relating to the Union Life 
Insurance Company and the National 
Agency Company, some evidence was 
given by Mr. Carrie regarding a loan 
transaction to you by one of the com- 
panies, as he described it, against 
which there were some shares in an 
electrical development company stock 
that he said were hypothecated to the 
company ; would you explain what that 
. transaction was? A.—Mr. Carrie was 
quite in error about that loan hav- 
ing been made; there was no loan. I 
prepared a letter and sent it in to 
Mr. Shepley in connection with that 
matter which I would like to be put 
in. That contains the facts as they 
were. 

_Q.—Was it an advance made by the 
company to you? A.—No. 

Q.—Was it money paid to you? A. 
—No except I was the medium. 

Q.—What position did you occupy 
with respect to the company that made 
you the medium to receive that 
money? A.—A quantity of shares 
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were allocated to me as one of the 
shareholders of the Development Com- 
pany, which I had the right to ac- 
quire. I was not in the position to 
take all of them up, and I suggested 
to the Executive of the National 
Agency Company that would be a 
good investment for that company. 

Q.—Tell me the name of the com- 
pany first? A.—The Electrical Devel- 
opment and Securities Company, of 
New York. 

Q.—Where are the operations of the 
company carried on, if it carries on 
any? A.—The head. office of the com- 
pany is in New York; there is a local 
office here, of which I am manager, or 
have charge rather, and it is licensed 
in Ontario under ‘the name of The 
International [Electrical Securities 
Company. 

Q.—What business is the company 
incorporated to carry on? A.—The 
business of developing electric energy. 

Q.—What stage is the company in 
with respect to that business? A.— 
Do you think that is a proper ques- 
tion ? 

Q.—Yes, if it is something the Na- 
tional Agency had anything to do with 
1 think we ought to know? A.—I 
have no objection, it only seems to 
me it is going into the affairs of an- 
other company which is not directly 
affected. 

Q.—I think to that extent it is per- 
tinent? A.—They are engaged in the 
business of developing electric energy 
at Niagara Falls and the Niagara 
Peninsula. They have acquired cer- 
and they 
have gone into considerable surveying 
and engineering and_ constructing 
work and so on. 

Q.—Is it a company recently organ- 
ized? A.—It was a company organ- 
ized in 1902. 

Q.—Of which you are a stockholder? 
A.—Yes, and a director. 
yea: large stockholder? A.—yYes, 
I am a considerable stockholder. 

Q.—What percentage of the stock do 
you hold? A.—I hold I think about 
7 or 10 per cent. of the stock. 

Q.—And are Canadians interested in 
the company or are youP A.—Yes, 
some Canadians, 
cans. 

Q.—Then new stock was issued by 
the company, is that right ? A— 
Yes, there was a second issue of stock. 

Q. —Which you were entitled to take 
apr) A= Ves; 

Q.—You were entitled to take a cer- 
tain part as being your share? A.— 
Yes, it was confined solely to the share- 
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holders and a certain number were al- 
lotted to me or allocated to me. 


Q.—We understand how the stock 
came to be issued; can you say then 
that the National Agency Company on 
your recommendation took the stock? 
A.—Yes. 

Q.—And paid for it? A.—Yes. 

Q.—How much was paid for itP A. 
—I think about $1,670. 

Q.—Was the cheque made to youP 
A.—Yes. 

Q.—The cheque was made by the Na- 
tional Agency Company to you? A. 
—Yes. 

Q.—And then you cashed the che- 
que? A.—And made my cheque to 
the company. 

Q.—You paid your own cheque to 
the company? A.—Yes. 

Q.—In whose name was the stock 
made out? A.—It was made to me 
and I transferred to the National 
Agency. 

Q.—Was that transfer ever recorded 
in the books of the Electrical Devel- 
opment Company? A.—No. 

Q.—It still stands in the books of 
the Electrical Company in your name 
as the owner of that stock? A.— 
Yes, that is for voting purposes. 

Q.—Then when the stock actually 
transferred from you to the National 
Agency Company? A.—At the time 
the deal went through; I have not the 
dates; if I am not mistaken it was 
about March or April of last year. 

Q.—The advance of money by the 
National Agency Company appears as 
a loan to you, so Mr. Carrie said? A. 
—That was an error. 


Q.—He said he spoke to you about it 
several times or on different occa- 
sions 

JUDGE MacTAVISH: And you told 
him there was stock in the vaults of 
the National Agency Company to re- 


‘present itP A.—That is quite so. 


MR. TILLEY: Q.—‘‘And he still 
thought when he gave his evidence it 
was a loan to you? A.—dAs the book- 
keeper he did not know, but the entry 
had been made in that way, because 
until the stock was actually delivered 
it would go through the books in that 
way. 

Q.—Was there any resolution ever 
passed by the National Agency Com- 
pany authorizing that stock to be 


bought? A.—I do not think so. 


Q.—I looked for it but I could not 
see it? A.—Possibly not. 

Q.—Would it be natural for a trans- 
action to go through that way? A. 


—It might or might not, I dare say* 
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there were other transactions, they all 
appear through the cash book. 

Q.—Other transactions of that kind? 
A.—Possibly. 

Q.—What kind? A.—Purchase of 
steck. 

Q.—That sort of stock, where you 
were personally interested yourself? 
A.—No, that was the only transaction 
in which I was personally interested. 


Q.—I suppose there was the obliga- 

tion on you to have that stock taken 
up?  A.—Not at all. 
“ Q.—You were not bound to take it 
up? A.—No. I may say this right 
away, it was considered a favor to 
these shareholders to take it up. It 
was all taken up, and any shares that 
could not be taken up by any of the 
shareholders it was well understood 
would be at once snapped up, so to 
speak, by the other shareholders. 

Q.—Has the stock got any selling 
value now? A.—Only amongst the 
holders. 

Q.—It is not an asset upon which 
the National Agency Company could 
realize except by selling to the direc- 
tors? A.—They could realize any 
time they wanted to. 

Q.—Could they realize in any other 
way except by selling to directors or 
persons interested in the company? A. 
—No, because we would take jolly good 
care to see nobody else got it. 

Q.—Have you at any time received 
any moneys from the National Agency 
Company other than remuneration for 
your services? A.—No, I think not. 

Q@.—Did you receive anything from 
this electric company by way of divi- 
dends or profits? A.—WNo. 

Q.—Were you paid any sums by the 
electrical company at all? A.—Only 


. for personal services. 


Q.—In what capacity were the ser- 
vices rendered? A.—I am the joint 
member of the Executive Committee, 
two members, I am one, and I am al- 
lowed a certain remuneration for that, 
for time. 

Q.—Does that money find its way 
we the Agency Company at all? A. 
— °. 

Q.—It is not an _ interest-bearing 
stock of course? A.—wNo. I may 
say I am allowed certain amount for 
office expenses in Toronto. That I 
turn into the National Agency. 

Q.—How much are you allowed? A. 
—It amounts to probably $200 a year 
of something like that. 

Q.—And is that paid over to the 
Agency Company? A.—Straight, it 
does not come through me at all. 
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Q.—We were furnished with state- 
ments showing the remuneration re- 
ceived by you from the different com- 
panies, do you know whether this 
statement that has been supplied is 
correct? A.—I should say yes, it was 
prepared by Mr. Carrie at the request 
of the Commission. 


Q.—And one account is headed 
“Bills receivable account,’ October 
18th, 1902, a demand note for $1,850; 
do you know what that was for? A. 
—I think that refers to stock exclu- 
sively. That account is to show the 
position of my liability to the company 
in respect of promissory note given on 
stock accounts. There were no notes 
given by me to the company except on 
stock accounts. 

Q.—As I understand it you would 
subscribe for stock and issue your pro- 
missory note for it? A.—For part of 
it. 

Q.—Then you would also get other 
stockholders’ stock transferred to you 
where they could not carry it allP A. 
—Exactly. 

Q.—And the other stockholders 
would be relieved of that amount? A. 
—Yes. 

Q.—And what he had paid would be 
treated as entirely paid up on the 
stock? A.—Exactly. 

Q.—Would there be any money pass 
between you and the former stockhold- 
er in connection with that transac- 
tionP A.—No, there might be a 
small balance one way or the other that 
would have to be adjusted; it would be 
a very trifling amount. 


Q.—That is you would take a certain 
number of shares from him which 
would be, over and above the amount 
of the money he had paid, applied on 
his first stock? A.—On the paid-up 
stock a certificate would be issued to 
him for the amount he had paid. 
There might be a little shortage on 
that, and I would have to issue a 
cheque. 

Q.—The National Agency Company 
would have the issue of a cheque for 
that? A.—No, the National Agency 
Company issued none. 

Q.—Would you say the National 
Agency Company never issued a cheque 
to its old shareholders? A.—I think I 
am right in saying they did not. 

Q.—Did you issue yours? A.—I 
wculd issue mine, but most likely he 
would find the balance would come the 
other way. Q.—There were cases 
where money would be paid to the old 
stockholders by you or on your behalf? 
A.—I doubt it very much. I do not 
think there were any transactions in 
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which I had to pay any; there may 
have been cases where the transferring 
stockholder had to pay up a trifling 
amount in order to enable him to get 
the fully paid certificate. 


Q.—Would that money come to you 
or the National Agency? A.—The Na- 
tional Agency. 

Q.—And be credited to you? A.— 
Not credited to me, credited on the 
account of the stockholder, to balance 
his account. 

Q.—That is you would have a sale of 
that stock effected through some 
agent? A.—Yes. 

Q.—And the agent would pay the 
money in, and you would take the 
money as being the shareholders’, in 
respect of those shares? A.—Less. 
commissions. 


Q.—There would be profit on some 
of those transactions? A.—Yes. 


Q.—Then the other’ transactions. 
to that, cases where you had subscribed. 
for stock and that stock sold through 
the agent? A.—yYes. 


Q.—Then there would be profit on 
those transactions? A.—Yes, less com- 
missions. 


Q.—Tell me why you should get a 
profit on those sales of stock instead of 
having stock sold for the company? 
A.—A great deal of that stock was. 
sold at 125 or possibly in that neigh- 
borhood. There was no Treasury 
steck issued except at 150. The com- 
pany desired to get in all the amounts. 
of money that had been subscribed by 
any shareholder, and in order to make- 
that good and to make each one of 
these accounts good that system was. 
adopted, and all the money to which 
the company was entitled went into the: 
company. 

Q —Take the case where you would 
subscribe for stock, you would subscribe: 
at par? A.—Yes. 

Q.—And the company was selling its. 
own stock at 150? A.—yYes. 

Q.—And the same agent that was. 
selling the company’s stock would sell. 
your stock, would not he? A.—Yes. 

Q.—And he would sell your stock at 
oe or the best price he could get? A. 
—Yes. 

Q.—Tell me why you were taking 
that premium on the stock? A.—TI will 
tell you this, that there was none of 
my stock sold by an agent at 150. 

Q.—Or at any profit at all? A.—It: 
would be a sale of stock at 125 or 
thereabouts, which money it was de- 
sirable to get_in to make those sub-~ 
scriptions good, otherwise there would: 
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have been defaults and forfeitures and 
a lot of trouble would have occurred. 


Q.—Here is an account; at the end 
of the account is shown a summary re- 
specting these transactions where you 
had given your note for stock, and the 
stock was sold by the company’s agent, 
and the profit was payable to you; 
there is an account showing you got 
profit on those transactions of $2,033? 
A.—Yes. 

Q.—Why did not that money 
A.—I think I was entitled to it. 


Q.—Do you think you were entitled 
to take the company’s stock at par 
when it was selling in the market at 
-150? A.—We were under that resolu- 
tioi. 

Q.—Under the resolution that you 
yourselves put there? A.—Exactly; 
there was no disguise about it; the 
whole thing is quite patent. 

Q.—To any person who would come 
to the books and look? A.—The books 
are open to anybody. 

Q.—You think that is a proper tran- 
saction? A.—Yes. 


Q.—For a director of a company to 
pass a resolution that the directors, not 
the shareholders, the shareholders were 
not given that privilege? A.—Yes, 
they were. 

Q.—tThe resolution provides that the 
directors, certain persons, three or four 
of the directors, should get theirs at 
par? A.—It does not say anything of 
the kind; the resolution speaks for it- 
self; it shows an opportunity was to 
be given to those who had originally 
subscribed to come in on the same 
basis. You will find that some of those 
subscribers were shareholders and were 
not on the Board at all. 


Q.—Yes, but I am referring now to a 
resolution which gives three or four of 
you directors that right? A.—wWill 
you show me the resolution, I am 
afraid you cannot find it. I know of 
none. 

Q.—What is this account, ‘‘Harry 
Symons re Century Life, $800’? A.— 
For legal services. 


Q.—Covering travelling and other 
expenses and fees in connection with 
transfer of Century Life, absent from 
Toronto thereon one month? A.—Yes. 

Q.—You were paid $800 for that? 
A.—Yes. 

Q.—By what company? A.—By the 
National Agency. 

Q.—Of which you were the Presi- 
dent? A.—Yes. 

Q.—And fee on renewal of Act in the 
Senate and House of Commons, in- 
cluding several trips to Ottawa on the 
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subject, $700? A.—Yes, that was in 
getting the Century Life charter ex- 
tended. 

Q.—Was that a difficult matter? A. 
—-Yes, very. I may say this, I had to 
defeat the Minister of Finance in 
Committee on that and succeeded. 

Q.—You have another item, salary 
for management from August, 1904, to 
December, 1905, that would be about 
a year and a half? A.—Yes, that is at 
the rate of $50 a month already spoken 
of 


Q.—Besides those sums you received 
the amounts shown in this statement 
which is labelled ‘‘Officers’ and Direct- 
ors’ Salaries, National Agency’’: 1901 
you received $1,833.32; in 1902 $2,- 
043.30; in 1903, $1,580; 1904, $1,935; 
1905, $2,875—those would be the sums 
you received from the National Agen- 
cy Company? A.—Yes. 

Q.—Did you receive salary or re- 
muneration from the Union Life as 
well? A.—Yes, the statement shows 
that. 

Q.—In 1902 you received $190; in 
1903 $435; in 1904, $470; in 1905, 
$5380? A.—That is correct. 

Q.—Do those items I have read now 
respecting the National Agency and 
the Union Life disclose all the remun- 
eration or moneys you have received 
from either of those companies? A. 
—They do. 

Q.—Including the moneys received 
from the Century Life? A.—Yes. 

Q.—Or on account of your manage- 
ment of that company? A.—Yes. 


Q.—And those payments along with 
the transactions you have spoken of 
regarding the Electrical Development 
stock, are those all the personal trans- 
actions you have had with the com- 
pany? A.—Yes. 

Q.—Or with respect to its. stock? 
A.—Yes. Our instructions issued to 
our cashier were to see that those 
statements contained everything di- 
rectly or indirectly affecting any of 
the directors. 

Q.—I would like you to show me 
that resolution where that stock was 
allotted ; what was the date of the al- 
lotment of that stock, the large block 
of stock? A.—I do not think there 
was any large block of stock. 


Q.—Mr. Evans got some 120 shares 
—October 22nd 1902, on page 38, is 
this the resolution Reads)? The first 
two are yourself and Mr. Evans and 
the other one is Dr. Millichamp? A. 
—Yes. 

Q.—Those are the three that got 
it at par and you were the three direc- 
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tors P A.—Yes; there were other 
shareholders entitled— 


Q.—Mr. Hughes is a _ shareholder, 
he did not get it at par? A.—No, he 
did not come in until after the orig- 
inal issue. 


Q.—Where is the resolution that 
gives all shareholders that right at that 
time? A.—There it is 22nd August, 
1905. 

Q.—Here it is, resolution on page 
31 of the Executive Committee book: 
“On motion duly seconded, resolved 
that the time for receiving applications 
for stock in the capital stock of this 
company from. shareholders at the 
premium of 25 per cent. be extended 
until further’’—so that shareholders 
in the National Agency Company were 
being given the stock at.25 per cent. 
premium, and you and Mr. Evans and 
Dr. Millichamp got it at par? A.— 
That is the way you put it, but that 
is not the fact; the fact is that the 
original subscribers of stock, including 
those two gentlemen who you have 
named, and other shareholders who 
are not on the Board, had the right 
for a limited time to subscribe upon 
the same terms as their original _sub- 
scriptions. That included a few that 
had subscribed for stock originally be- 
fore the company was organized or 
thereabouts. Subsequently stock was 
issued at 25 per cent., and the time 
for receiving subscriptions at 25 per 
cent. was extended, as you have just 
read. 

Q.—Originally it was at par, now 
it is at 25 per cent., and the subscrip- 
tion of Mr. Evans and yourself was 
not until after it had been raised to 
25 per cent? A.—Quite right. 


Q.—But you were given this at par; 
can you say why you were given that 
privilege over other shareholders? A. 
—On page 16 of the general minute 
book of shareholders under date 22nd 
August, 1901. 

Q.—That is the original  allot- 
ment, we do not want to ga pack to 
that? A.—You asked me the resolu- 
tion, and perhaps you will let me 
give this. 

Q.—That was the original allot- 
ment? A.—That was the same time. 
‘“‘Moved by Mr. Pearcy, seconded by 
John Tucker, ‘‘Resolved that the 
new issue of stock when authorized 
by letters patent shall’? (Reads reso- 
lution down to the words ‘‘determine’”’ 
That is the resolution. 

Q.—That is the resolution which 
gave— A.—Which perfected all the 
original shareholders. 
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Q.—And which gave an opportunity 
to the shareholders for a month from 
August, 1901, and now this is August, 
1902, and the shareholders are given 
this here at 25 per cent. except your- 
self, Mr. Evans and Dr. Millichamp? 
A.—AIl the original shareholders who 
had subscribed at par had the right to 
acquire new stock at the same price 
under that resolution. 

Q.—Dr. Hughes was an original 
subscriber? A.—No, he came in 
afterwards at 25. 

Q.—That month had expired? A.— 
That time was extended by some reso- 
lution, they were held over. Sub- 
scriptions had been made but the 
allotments had not been made. 


Q.—If the company was able to 
sell its stock at a premium over par 
why should it sell to the directors at 
par? A.—Simply because that was the 
only advantage the directors ever 
had for the organizing of the com- 
pany; they received no remuneration. 

Q.—Mr Evans was paid $4,000? 
A.—Yes, which was divided among 
three or more gentlemen. 


Q.—Were you one of them? A.— 
Yes. It was not considered as suffi- 
cient remuneration by any means. 
Some advantage had to be given to 
these gentlemen who bore’ the heat 
and burden of-the day. I had sub- 
scribed forlI believe 100 shares, and 
Dr. Millichamp did the same, and I 
think Mr. Evans did the same, or 
something more, so that the only real 
profit that was made out of this com- 
pany by myself, by Dr. Millichamp 
and by Mr. Evans would be about 
$2,000 each, to Dr. Millichamp and 
to me, and I think about $4,000 to 
Mr. Evans and that is all. 


Q.—Were you and Dr. Millichamp 
and Mr. Evans the persons shared in 
the $4,000? A.—No, Dr. Millichamp 
did not. 


Q.—So that the idea that was 
passing in your mind was that this 
$4,000 which was originally paid as 
profit was not adequate? A.—It 
was not paid as profit; it meant pay- 
ing for some seven or eight or nine 
months of time, probably more, some 
out-of-pocket expenses and a lot of 
other things; and it was an amount 
which could have been increased to 
several times as much, and my per- 
sonal feeling is I regret it was not 
done at that time rather than subs- 
criptions should have been left open 
to enable the directors to obligate 
themselves and take stock ‘at par; 
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then we would not have had _ this 
question. 

Q.—Has there been any case where 
money has been voted or authorized 
to be paid to you by either of these 
companies that has not yet been paid 
except the $500 that was authorized 
to be paid to each of you for your 
endorsation? A.—That was all. 


Q.—And that has not yet been 
paid? A.—And I may say this that 
the bank declined to ~ make the 
advance to the company without the 
directors’ endorsations. The  share- 
holders and every one else think that 
is perfectly reasonable, it should 
have been more. 


Q.—We have here the salaries and 
so on paid to Mr. Evans as_ well; 
here is a statement of his stock trans- 
actions; transactions on capital stock 
account, showing a balance, a great 
many transactions extending through 
these years in his case? A.—I may 
say this with regard to Mr. Evans’ 
account. He is not present, I 
expected him here. There are a 
good many transactions went through 
his account by way of relieving share- 
holders. He took over several of those 
accounts, very much more than I did. 
Mine I think was one, possibly two 
isolated transactions. Mr. Evans 
was Secretary of the company and 
was very much interested in assist- 
ing all the shareholders, and _ he 
took upon himself the disposing of 
those obligations, and they passed 
through his account. That I think is 
the real reason for so many _ items 
appearing there. 

Q.—There are a great many; what 
profits did he make on his transac- 
tions? A.—He made $5,233. 


Q.—He made a profit of $5,233 on 
the stock transactions; then from the 
National Agency Company he 
received in 1901, $2,945.42; in 1902, 
$4,185; in 1908, $874; in 1904, 
$256.64; in 1905, $170? <A.—That 
seems to be right. 


Q.—From the Union Life he 
received in 1902, $510; 1903, $5,158.- 
40—so that that year he received about 
$9,300 from the two companies; in 
1904, he received $6,253.36; and in 
1905, $5.560. Those moneys would 
be in addition to any profit he made. 
A.—Those were all on salary account. 


Q.—And would be in addition to 
Ee profit he made on this stock? A. 
—Yes. 


Q.—And besides the profit on stock: 


there would be $500 that was voted to 
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him for hig endorsing the note, the 
same as yourself? A.—He has not yet 
been paid. 

Q.—The other statements put in 
show the position of the others; the 
only one I refer to is that of Dr. 
Millichamp where the profit on his 
stock transactions was shown to be 
$2,846? A.—Yes. 

Q.—And his Nativual Agency pay- 
ments were in 1901, $317.75; 1902, 
$1,210.86; 1903, $833.20; 1904, $371.- 
54; 1905, $170. Then on the Union 
Life account he received in 1902 $460; 
1903, $1,586.75; 1904, $2,197.75; 1905, 
$3,160? A.—If you are reading those 
figures from the statement I have no 
doubt they are absolutely correst. 

Q.—Those are the moneys received 
by yourself and Mr. Evans and Dr. 
Millichamp? A.—Yes. Are the other 
two accounts to go in? 

Q.—Yes, but I will not bother read- 
ing them. 

—Statements read from by Mr. Til- 
ley re amounts paid officers and direc- 
tors of Union Life and National 
Agency Company made part of Ex- 
hibit 129. 

JUDGE MacTAVISH: Mr. Carrie 
said that this Electrical Development 
stock did not appear in any way in 
the books of the National Agency 
Company? A.—It should have ap- 
peared; I thought it had appeared un- 
til I looked and saw it did not. In 
my own account it appeared in that 
way; it said Electrical Development 
under my personal account. 

Q.—It does not appear as-an asset 
of the Agency Company? A.—I 
thought it did, I have never gone into 
our accounts. 

Q.—That was the point of Mr. Car- 
rie’s evidence; apparently the trans- 
action as it appears from the books 
was a loan to you, and no statement 
of the stock of the Electrical Develop- 
ment Company appeared in the books 
of the Agency Company? A.—Well, 
Mr. Carrie was quite justified in tak- 
ing it in that way; he did not know 
anything to the contrary, and I was 
glad of an opportunity to make that 
clear. 


CONFEDERATION LIFE ASSOCIA- 
T 


aNe 


MR. SHEPLEY: I propose to take 
up next the Confederation Life Asso- 
ciation. Mr. Smith appears for the 
Company. : 

WILLIAM C. MACDONALD, sworn, 


examined by 
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MR. SHEPLEY: Q.—What is your 
position with the Confederation Life, 
Colonel Macdonald? A.—Secretary 
and Actuary. 

Q.—How long have you been con- 
nected with the Cmpany? A.—TIndir- 
ectly for about 25 or 26 years. I say 
indirectly because for five or six years 
from 1880 on I was only part of my 
time, about half my time with the com- 
pany. 

Q.—About 20 years ago you became 
exclusively attached to the company? 
A.—Yes, not quite that long, 19 years 
ago, in 1887. 

Q.—Have you always occupied the 
position of Secretary since that time? 
A.—No, since that time the position 
of actuary ; Secretary within the last 
year or more. 

Q.—You had a predecessor in the 
office of secretary, had you? A.—No. 

Q.—That was an office that was not 
known? .A.—No, there was no secre- 
tary in the office prior to that, until 
recently. 

Q.—Who has been the managing dir- 
ector since you have been there? A. 
—Mr. J. K. Macdonald. 

Q.—He has been there continuously 
during all those years? A.—Yes, since 
I was connected with the company and 
prior to that time also. 

Q.—He was one of the original in- 
corporators? A.—He was the original 
promoter of the company. 

Q.—And the company was in fact 
incorporated in 1871? A.—Yes. 


Q.—You have furnished us with 
copies of the Acts relating to your 
company, and I understand you have 
been able to get us copies for the mem- 
bers of the Commission as well? A.— 
I think so, if not we can supply addi- 
tional copies. 

Q.—I will go briefly over some of 
the provisions of your Acts of Incor- 
poration; the original Act of Incor- 
poration was 34 Victoria, Chapter 54. 
That was an Act passed by the Par- 
liament of CanadaP A.—Yes. 


Q.—Certain gentlemen named are 
the petitioners, and they with such 
persons as shall become members of the 
Association are made a body corporate 
for the purpose of carrying on the 
business of life insurance. Then I pass 
over for the time being the provision 
in the original Act with regard to real 
estate, because that we will have to 
take up a little later on. The capital 
stock is $500,000? A.—If you would 
excuse me this is the original Act as 
amended. 

Q.—What was the original capital? 
A.—The original capital was $500,000. 
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Q.—That is the way it appears in 
the Act as amended, divided into 
shares of $100 each, which said shares 
shall be and are hereby vested in per- 
sons who shall subscribe for the same 
with power to the Board of Directors 
to increase the amount of the capital 
at any time or from time to time to 
an amount not exceeding $1,000,000, 
and no person or shareholder shall hold 
at any one time either directly or in- 
directly or as trustee or otherwise 
more than 500 shares of the capital 
stock of the Association. Your orig- 
inal capital stock was $500,000 and it 


.was all subscribed for before the Act 


was passed? A.—Yes. 


Q.—And I think ten per cent. was 
paid in originally, $50,000? A.—yYes. 

Q.—And I understand your Associa- 
tion has never taken advantage of the 
power to increase its capital stock to 
a million? AL VYesvsir. Yin 18sder 
think the amending Act. 

Q.—The amending Act enabled you 
to do soP A.—Yes. We took advan- 
tage of that. 

Q.—You did increase your capital 
stock to a million dollars? A.—In 1881 
probably the Act was amended. 

Q.—Originally $50,000 was paid in, 
being ten per cent. upon $500. 000? 
A.—Yes. 

Q.—Then we come to the 7th clause; 
it makes members of the Association 
all persons who subscribe for stock or 


become shareholders and all persons 


actually holders of policies whether 
they are holders of shares or not who 
shall by the terms of the policy be, en- 
titled to participate in profits, ‘and 
such holders of participating policies 
shall also be entitled to participate 
in the management and earning of the 
same as herein provided. So that from 
the beginning your Association has 
recognized the right of policyholders 
to a share in the management of the 
company? A.—Yes. 

Q.—And you have always I think 


eS policyholders upon your Boaige 


Q.—But you always have as a Eee 
ter of fact? A.—Yes. 

Q.—Then the next paragraph vests 
the management of the Association 
in a body known as the General Board. 
That is to be composed of not less 
than 15 nor more than 20 members, 9 
of whom are to reside in Toronto, and 
not less than one-half are to be share- 
holders, and not less than one-third 
are to be holders of participating pol- 
icies. What number of members has 
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your Board consisted of from time to 
time under that? A.—It has varied; 
I think for many years it was main- 
tained at the 15, and some few years 
ago it was reduced to 138, I think 
the directors now are. 

Q.—You had power to reduce as 
low as ten? A.—Yes. 

Q.—You have never reduced below 
13? A.—TI think it is 18, but it may 
be 12. 

Q.—How have you done about shar- 
ing office upon the Board between the 
shareholders and the policyholders? A. 
—There is no distinction made in that 
ree after the Board has been elect- 
ed. 
~ Q.—As to electing them? A.—In 
the election they are not elected sep- 
arately, that is the shareholders, those 
representing the shareholders and 
those representing the policyholders 
are not elected by the respective mem- 
bers shareholders and _ policyholders, 
they are elected by the general vote 
of the members present, merely com- 
plying with the provisions of the Act, 
that the proper proportion of policy- 
holders are elected on the Board. 


Q.—Has there always been one-half 
shareholders? A.—Yes. 


Q.—Has there always been one-third 
holders of policies? A.—yYes. 


Q.—How have you dealt with the 
question as to where a_ shareholder 
was also a policyholder? A.—AII the 
directors might both be shareholders 
and policyholders so long as one-third 
of the Board were policyholders and 
one-half were holders of shares, whe- 
ther they were both shareholders or 
policyholders no distinction was made. 

Q.—Have you from time to time had 
policyholders upon your Board who 
were not shareholders? A.~Yes, I 
think we have always had some. 

Q.—Have you from time to time 
had policyholders upon your Board 
who were not shareholders? A.—Yes, 
I think we have always had some; I 
might say in that connection Mr. W. 
H. Beatty, our President, is a policy- 
holder and never has been shareholder 
in the company; others also. 

Q.—There are other instances where 
policyholders have been upon the 
Board who had no shareholding at all, 
but you have not applied the Act so 
as to exclude from the _ one-third 
‘people who were shareholders as well 
as policyholders? A.—No. 

Q.—Then there is a provision here 
which I dare say you have always 
complied with, that 9 are to reside in 
the city of Toronto or vicinity? A. 
—Always complied with that. 


Confederation Life. 
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Q.—Then the qualification of direc- 
tors, as to shareholders there must be 
a shareholding to the extent of $5,000, 
that is 50 shares, that is section 11: 
“‘No person shall be eligible for elec- 
tion to the General Board—’ A.— 
Capital subscribed. 


Q.—‘‘Or shall be the holder of a 
participating policy on his own life’’ 
(Reads the balance of section 11). 
Then the 12th section fixes the num- 
ber of votes, a shareholder one vote 
for every share he holds and the par- 
ticipating policyholder one vote for 
each $1,000 in his policy? A.—Yes. 

Q.—And then as to proxy, any proxy 
must be himself a member entitled to 
vote? -A.—Yes sir. 

Q.—Is there any veto upon proxies 
by policyholders? A.—Under the Act 
we do not construe the Act as per- 
mitting policyholders to vote by proxy. 


Q.—Do you refer to any other sec- 
tion of the Act than the 12th? A.— 
No, I think that is the only section 
of the Act that bears upon that sub- 
ject. 

Q.—There is no direct prohibition 
upon proxies by policyholders, so you 
will observe? A.—wNo. 

Q.—But that is the way it has been 
construed in your practice? A.—That 
is the advice of our legal advisers. 
We have never had to put it to the 
test. 

Q.—Passing on I see you have power 
given you by the amendment which 
is incorporated in this pamphlet of the 
original Act at the bottom of the same 
page, 42 Victoria, chapter 2, section 
1: ‘They shall also have power to 
charge the holders respectively of par- 
ticipating policies with losses to the 
extent to which they have been cred- 
ited with profits during the current 
quinquennial period,’’ ete. (Reads 
down to the words ‘‘expressed by the 
terms of their policies.’”’) That you 
think you have added to your Act in 
1879? A.—I think that was an amend- 
ing clause. The original-clause was 
mis-represented and was construed by 
some to give us the power to go back 
and charge against participating poli- 
cyholders profits of a previous quin- 
quennium which had been credited to 
them, which is not the intention, and 
this section was merely to make clear 
the meaning of the previous section. 

Q.—So as to make it clear so that 
there was not power to go behind a 
quinquennium as to which profits had 
been declared? A.—Quite so. 

Q.—But merely to permit you to ad- 
just profits with losses during a cur- 
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rent quinquennium? A.—I may say 
it has never been acted upon. 


Q.—The next provision is also the 
provision which you get from the Act 
of 1879: ‘“They may from time to time 
set apart such portion of the net pro- 
fits as they shall deem safe and proper 
for distribution as dividends or bon- 
uses,’’? etc. (Reads down to the words 
‘once in five years’’.) That clause 


seems to me to be a little clumsy, and ° 


I would like you to explain how that 
clause has been construed as to the 90 
per cent. and as to the retention of 
one-fifth of what has been divided; 
supposing, for instance, you have as- 
certained that participating policy- 
holders have earned $100,000, what 
would you do with that, how would you 
apply the statute to that? A.—Ten 
per cent. of that $100,000 on the par- 
ticipating branch would be or might 
be transferred to the credit of the 
shareholders’ account. The balance, 
$90,000, would be credited to the par- 
ticipating policyholders’ account and 
would be divisible as surplus at the 
end of the quinquennium. 


Q.—The whole of it? A.—The con- 
struction to be put upon that one-fifth 
was that it would not be distributable 
during the currency of the quinquen- 
nium under the interim allotments. 


Q.—I do not know that I quite grasp 
your meaning; there is a requirement 
in that section that you shall always 
retain one-fifth of whatever you div- 
ide. an amount equal to one-fifth of 
what you divide; if you had $100,000 
of profits which were to be dealt with 
under that section you have told me 
that ten per cent. of that would go to 
the account of a possible dividend for 
shareholders, while $90,000 would go to 
the account of a possible dividend for 
policyholders; what dividend would 
you actually declare to the policyhold- 
ers and what to the shareholders? A. 
—tThe ten per cent. might or might not 
go to the shareholders, that would de- 
pend upon the Board, but it would not 
exceed ten per cent., and the balance 
would go to the policyholders. The in- 
terpretation which was placed upon 
that clause was that that was intended 
to apply to the interim dividend allot- 
ments referred to in the previous sec- 
tion. In recent years the amount that 
has been held back, unallotted surplus 
not declared and paid has been very 
much in excess of the one-fifth, so that 
it did not affect our distribution of sur- 
plus; we have always had a much 
larger sum in hand than one-fifth pro- 
portion. 
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Q.—What I understand you to mean 
by that is you would not consider 
$100, 000 available without first hav- 
ing retained $20,000? A.—The con- 
struction as originally placed on it, 
that was not intended to apply at the 
end of the dividend period, it was in- 
tended to apply merely to the interim 
allotments, but during the last 20 years 
at any rate it has had no special sig- 
nificance as the amount held has been 
in excess of the one-fifth. 

Q.—I want to call your attention 
to a possible construction of it, still 
keeping to the illustration I started 
with; if there were $10,000 out of this 
$100, 000 available for a possible divi- 
dend—as you say that would have to 
abide the action of the directors— 
waiting a possible dividend to share- 
holders, might this not be construed as 
attthorizing $8,333 to be distributed 
and $16,660 retained—do you grasp 
what I am driving at? A.—No, I do 
not follow the figures. 


Q —There is $10,000, you divide that 
by six, and you get that; that is one- 
fifth of this, and the two together 
would make $10,000? A.—One-fifth of 
the eight thirty-three; how do you ar- 
rive at the 833? 

Q.—First I divide $10,000 by this to 
get that (Mr. Shepley is showing the 
witness a calculation he has had made) 
and then I multiply that by five to get 
this, and the two together make $10,- 
000, one sum being five times the 
other? A.—Yes. 

Q.—Do you see the possibility of so 
reading that clause—it may be of 
some importance to the earlier history 
of the company, though as you say it is 
probably all A.— I see the possi- 
bility of that construction. 

Q.—Dealing with the $90,000 of pos- 
sible dividend to policyholders, retain- 
ing $15,000 and dividing $75,000? A. 
—Yes. 

Q —That was not the construction 
which the Association was advised to 
place upon the section, and in the 
earlier years when it may: have been 
of importance they construed that 
clause as not at all applying to the 
quinquennial period? A.—TI think not; 
of course I cannot speak from personal 
knowledge and practice as to what has 
been done. 

Q.—Still your acquaintance with the 
affairs of the company is sufficient to 
euable you to give us a generally ac- 
curate answer upon that? A.—Yes. 

Q.—I pass to the 18th section, which 
nuw exists, it is a section which had 
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been put in the Act by amendment: 
‘‘Whenever any holder of any policy 
shall have paid two or more,’’ etc. 
(Reads down to the words ‘‘premium 
thereon.’’) That seems to be a clause 
which is found in many of these Acts; 
it requires that the person insured 
shall make a demand within six months 
after the failure to pay the premium, 
otherwise he loses the benefit of the 
section altogether? A.—Quite so. 

Q.—Is that a section which in prac- 
tice has been enforced by your Associ- 
‘ationP A.—It was enforced up to 1893 
when we adopted the extended insur- 
ance feature, the non-forfeiting policy. 
Policies issued since that time are 
automatically non-forfeitable, and with 
regard to the older policies we some 
time ago adopted the principle to give 
them the automatic paid-up insurance. 

Q.—When you say some time ago, 
when do you mean? A.—It was in 
1902, 

Q.—You extended the non-forfeiting 
privilege to holders of policies issued 
before the time you issued that form? 
A Yes. 

Q.—And since 1902 has your cus- 
tom in that respect been uniform? A. 
—That has not been carried out alto- 
gether; provision has been made to 
carry it out, dating back to the time 
1893 when the other policies were 
issued. 

Q.—I do not know that I under- 
stand that? A.—We are granting. 


Q.—In respect of policies issued 
since 1893 they are by virtue of con- 
tract? A.—Yes, but our intention is 
to grant automatically paid-up insur- 
ance to all the previous policies where 
they have lapsed since 1893. We are 
making provision to grant automati- 
cally paid up policies and write up 
liability against that; it has not yet 
been done, except in ‘the cases where 
they have formally applied for it. 


Q.—That is something which is 
being done now in respect of business 
which is twelve years old? A.—yYes. 


Q.—How long ago did your com- 
pany arrive at that conclusion? A. 
2=1n' 1902, 


Q.—And since 1902 I suppose you 
have not got all the work done in 
working that out? A.—Well, during 
1902 I was away from the office the 
greater part of the year, and _ the 
other matters were pressing and we 
have not gone back on the records 
until comparatively recently, to write 
up the liabilities on these paid-up 
policies, though we have _ provision 
made to meet that liability. 


Cunfederation Life. . 
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Q.—And you are still in progress of 


- ameliorating the condition of these 


policy-holders in the way you state? 
A.—yYes, all the policy-holders that 
apply, that is in cases where they 
have lapsed since 1893, since the 
date of the adoption of the non-for- 
feiture clause. : 

Q.—To all who apply? A.—Yes, 
but we are going to of course write 
up a liability on all the others as 
well. 

Q.—You are contemplating notify- 
ing these various policyholders? A. 
—Well, many of them we could not 
notify, we would be unable to reach 
them, but what action we may take 
to that end it is not decided, it is 
still in the future. 

Q.—At present if a_ policy-holder 
insured before 1893 and he lapsed 
between that date and 1902, and he 
comes to you you will see what the 
application of the automatic clause 
will do for him? A.—If the policy 
was free from any debt at the date of 
the lapse. 

Q.—Won’t there be in that con- 
nection very few cases which could be 
cured or set in a satisfactory condi- 
tion now? A.—I do not know, there 
would be a fair number. 


Q.—You have an investment clause, 
section 21 of your Act. The only 
clause in that that I want to ask 
you about is the last paragraph 
‘Provided always that any such in- 
vestment made in the United King- 
dom or in the United States, or any 
of the said,’’ ete. (Reads down to the 
words ‘‘business therein.’’?) That is 
not like the clause in the general 
insurance act? A.—No. 

Q.—Upon which power does your 
company act in respect of foreign 
investments, your own _— statutory 
power or the power given by the 
general act? A.—On the _ broader 
power, which ever it may be. 

Q.—Have you had occasion in your 
investments to consider which is the 
broader power, and_ to invest to a 
creater extent than will be found in 
one of these Acts? A.—I think the 
general act, The Insurance Act in 
regard to foreign investments is 
broader than our own; I do _ not 
think our own act is broader in any 
respect than The Insurance Act. 

Q.—And you have had, as we shall 
have to inquire into, a little later 
on, instances of foreign investments? 
A.—Yes. | 

Q.—Section 27 of the Act provides, 
that, ‘‘No director or officer of the 
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association shall become a borrower of 
any of its funds,’’ etc. «Reads to the 
word ‘‘said association.’’) We all see 
the force and the purport of that; 
what do you say about that in prac- 
ticeP A.—I think it has been ob- 
served except in connection with 
borrowing on policies. 


Q.—That no director or officer of 
the association has borrowed the funds 
of the association? A.—Well, they 
have borrowed on their policies in 
one or two instances. 

Q.—Not in any other cases you 
have in your mind at present? A. 
—Temporary advances have some- 
times been made to officers against 
salaries for a time. 

Q.—That may be probably a techni- 
cal breach of the section, but we 
won’t deal with that just now; in 
your amending Acts I pass by the sec- 
tions which I have already touched 
upon, and I come to a section which 
was added by the Act passed in 1890, 
that is, with respect to your holding 
of real estate;’’ ‘‘Provided always 
that nothing herein contained shall 
authorise the Association to hold,’’ 
etc. (Reads down to words ‘‘annual 
value of forty thousand _ dollars.’’) 
Has that section been kept in view by 
the transactions of your association? 
A.—Yes, sir. 

Q.—The annual value of all the pro- 
perty that you hold in the Province 
of Ontario otherwise than as mortgage 
security, has never exceeded forty 
thousand dollars? A.—That is other 
than real estate acquired under fore- 
closure. 

Q.—I am excluding that, property 
the interest in which you acquired 
by way of security for loan on real 
estate? A.—Yes. 


Q.—And I am intending for the 
moment at all events to include among 
mortgage securities all properties 
which you hold by way of security for 
the mortgage? A.—You are including 
that in our holdings? 

Q.—No, I am including that in what 
yous Told’ -apart -from* (this? “Ay 
Quite so. 

Q.—And you adopt what I say, and 
say that has not been exceeded if the 
mortgage power extends to holding 
foreclosed lands? A.—That has not 
been exceeded—the holding of real 
estate acquired by purchase has not 
exceeded the annual holding equal in 
value of forty thousand dollars. 

Q.—And similarly with regard to 
other provinces, $20,000? A.—Yes. 

Q.—Your stockholding clause pre- 
vents any persons or shareholders 
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holding at any time either directly 
or indirectly, or as trustee, or other- 
wise more than 500 shares of the cap- 
ital stock of the association; has that 
been respected in the dealing of your 
association or its shareholders with its 
capital stockP A.—I think so, with 
the exception of those who had hold- 
ings in excess of that at the time the 
Act was passed, which was not inter- 
fered with by the Act; at the time 
that amending clause passed there was 
no limitation. 

Q.—That was passed in 53 Victoria, 
which would be 1890? A.—Yes. 


Q.—Have you in your recollection 
any cases in which at the time of the 
passing of the Act the holding of any 
shareholder exceeded 500 shares? A.— 
I think the late Mr. Edward Hooper 
had more than the regulation number 
of shares, but I do not know of any 
others; there may have been others. 
I think perhaps Mrs. Cherriman was 
and is yet the holder of more than 
500 shares. 

Q.—I see Edward Hooper on the 
3lst December, 1890, seems to have 
had a balance of shares standing in 
his name of 878—the Act was assented 
to on the 24th April, 1890? A.—Yes. 

Q.—There does not seem to have 
been any transfer in the meantime. 
We can run through these schedules. 
Mr. Hooper had a balance of 878 
shares on 3lst December, 1890; he 
made certain transfers during that 
year, which apparently took all his 
stock away, got all his stock disposed- 
of during that year? A.—Not during 
that year, those are different years. 

Q.—Yes, that is quite true. At 15th 
June, 1900, his holding had-all gone, 
and that did not pass into any one 
hand but passed into different hands 
with the exception of the 500 shares? 
A.—Apparently so. 

Q.—The holding was reduced by 
1900 so that it was within the Act? 
A.—Yes. 

Q.—What does an expression which 
is quite frequent through this schedule 
‘in trust’? mean; has it varied mean- 
ings or does it indicate one particular 
kind of holding? A.—Just the one 
particular kind of holding, that it is 
held in trust for some particular pur- 
pose; it was not an absolute transfer 
of the stock from the holder to some 
other person as owner; but as to that 
other person in trust for some purpose 
for security probably, or otherwise, I 
could not say in all the cases. 

Q.—This is a large transfer to you 
yourself in trust, 480 shares? A.— 
No, 20 shares. 
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Q.—Yes, that is the balance; can 
you remember about that? A.—TI have 
not the remotest idea. 

Q.—Then we will pass on. The first 
figure in each of these sections of the 
page will tell the balance at the par- 
ticular date? A.—Yes. 

Q.——Here. is J. R.. Kirk, in trust? 
_A.—Mr. Kirk was the Manager of the 
London and Canadian, and I suppose 
the shares were transferred to him in 
trust as security for advances made 
on them. 

Q.—I do not know that that would 
be within the Act; that is a matter 
for consideration, but I see in his trust 
holding he raised from 440 to 540 in 
1895, which of course was five years 
after the Act? A.—Yes, apparently. 

Q.—That is immediately reduced the 
following day, it is reduced to 500; 
have you any recollection of the trans- 
action? A.—None whatever. 

Q.—It would look as though you 
were calling his attention to the fact 
that he was holding too much? A.— 

It may have been done. 
- Q.—You do not recall? A.—No, I 
have no idea. 

Q.—Is there any record of the com- 
pany from which we can ascertain 
this? A.—None whatever I think. 

. Q.—I see Mrs. Grifton at one time 
held up to the limit, 500? A.—Yes. 

Q.—Here is a case W. H. Smith, 
Manager, in Trust—is it the Mana- 
ger of the Ontario Bank? A.—Yes. 

Q.—I see he held in 1891 in trust 
695 shares, reduced below the 500 
shares in April? A.—Yes. 

Q.—Between February and April he 
was holding in excess of the amount 
named in the statute. I see also J. 
KK. Macdonald in 1897 held from Feb- 
ruary to March in excess of the 500 
shares in trust; you would not know 
what that is perhaps,—I suppose it 
would be different trusts in connec- 
tion with the different transfer? A. 
—Quite so. 

Q.—Speaking generally what would 
that be in the case of J. K. Macdon- 
ald, how would he come to be holding 
shares in trust? A.—There were some 
advances made on some of the stocks 
in which he held them in trust, in the 
ease of Mr. Grifton, who was our 
agent at that time, and he got a tem- 
porary loan from us and transferred 
his stock I think as security. On an- 
other occasion he got a loan against 
his commissions. 

Q.—I have gone through your loans 
and there are not spread out in the 
statement you have given to us nearly 


enough loans upon shares to account. 


for this loan? 
53 


AT Takes Huch: J: 


Confederation Life. 
(Wm. C. Macdonald, Ex’d.) 


Macdonald, Mr. Macdonald wished to 
sell his stock, and it was transferred 
to Mr. J. K. Macdonald pending its 
disposal. I think perhaps Mr. J. K. 
Macdonald purchased some of it him- 
self, and the remaining shares went 
into other hands, and in the meantime 
it was held by Mr. J. K. Macdonald 
in trust; and I think in other instan- 
ces probably in this list there are cases 
of this kind. Stockholders out of town 
have transferred even to myself in 
that way. 


Q.—For convenience of transferring 
when a sale had been made? A.— 
Quite so. 

Q.—Here is J. K. Macdonald again 
I see in October last, he ran up to 
579 shares? A.—Only for a day or 
two I think. 

Q.—From October 3 to November 
10th? A.—That was just simply tem- 
porary, some of those shares were 
transferred to me and I was out of 
town, and in the meantime they stood 
in his name. 


Q.—I do not find Mrs. Cherriman? 
A.—Mrs. Cherriman is a stockholder. 
Here it is. 

Q.—620? A.—Yes. 

Q.—She has never apparently dis- 
posed of any of her stock? A.—No, 
her holding has remained unchanged 
for many years. 


Q.—On the 3lst December, 1890, she 
was the holder of 620 shares, and she 
holds them still? A.—Yes. 


Q.—Do you think we have found in 
our brief running over this all the 
cases in which the holding has gone 
above the $500? A.—They are all 
there. 

Q.—You did not observe that I 
pessed over any? A.—No. I did not 
follow it closely, but I do not think it 
is possible that there are any others. 
I knew Mr. Smith of the Ontario Bank 
and Mr. Kirk of the London and Can- 
adian had considerable holdings, but 
I was not aware they had exceeded the 
limit. 

Q —We will get at the end of 126" 
the Government return shows Mrs. 
Cherriman, 620 shares, and it shows 
Mr. Hooper 878 shares,.and that seems 
to be all? A.—That would be the same 
balance as is here; it would agree with 
this statement. 


Q.—I pass from that subjeet to an- 
other; you have had certain executive 
or administrative committees besides 
the general Board of Directors, what 
are they? A.—The Finance, Agency 
and the Insurance Committees. 
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Q.—They have always continued, 
have they? A.—I think since the or- 
ganization of the company. 

Q.—And they are still in existence? 
A.—Yes. 

Q.—You have given us a copy of your 
by-laws, which will define the functions 
of your various boards. We will just 
put it on the record. The regular 
meetings of the Board are to be held 
on the second Wednesday of each 
month. Then there is a provision for 
extra meetings, as they are called; that 
is the regular state of things with 


your Board ever since, meeting month- © 


ly? A.—yYes. 

Q.—Then there are to be three 
standing committees of the Board of 
Directors, namely, Finance Commit- 
tee, which shall consist of five mem- 
bers, the Insurance Committee, and 
the Agency Committee, which shall 
each consist of three members, and 
shall be appointed by the Board of 
Directors and hold their respective 
offices during its pleasure, and _ shall 
make their reports to the Board, but 
unless specially authorized, no action 
of any Committee shall be final until 
approved by cne General Board? A.— 
That is the practice of the company. 


Q.—The provisions in the by-law in 
respect to the duties of the officers de- 
fine first the duties of the President. 
He is to preside at all meetings of the 
directors; he is to be ex-officio a mem- 
ber of all standing committees, and 
shall also attend the meeting of any 
special committee when requested by 
its chairman, shall sign all policies for 
insurance and release of securities, 
and shall, at the request of the Board, 
exercise general oversight over the 
business of the Association. In _ his 
absence one wf the ‘Vice-Presidents 


shall perform all the duties of the Pre-~ 


sident, and in the absence of the Pre- 
sident and Vice-President, such duties 
shall be discharged by a Chairman 
elected by the Board. ‘‘Then’’ the 
Managing Director shall, under the di- 
rection of the General Board, be 
charged with the supervision and con- 
trol of the general business of the As- 
sociation. He shall have the custody 
and care of the books, papers, funds, 
securities, and other property of the 
Association, subject to the control and 
direction of the General Board. He 
shall discharge all such duties as the 
nature of the office of Manager and 
Secretary shall require, or the General 
Board may direct.”’ 

“The Actuary shall advise the Board 
and the Managing Director on all such 
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matters as may be submitted to him, 
and shall prepare all tables required 
for the use of the Association in the 
transaction of its business. He shall 
prepare a valuation of all the out- 
standing obligations of the Association 
under its policies of insurance, its an- 
nuity bonds, or otherwise, made up to. 
the last day of December in each year, 
and submit the same to the Directors. 
when required.’ 

—Copy of By-law of the Association, 
filed as Exhibit 163. 

Q.—In the answers you have given 
me to these questions you have given 


,me in terse form the duties of these 


various committees: the Finance Com- 
mittee is charged with responsibility 
of all investments; the Insurance Com- 
mittee deals with all applications for 
insurance, payment of death claims, 
etc.; the Agency Committee deals with 
the appointment of agents and medical 
examiners, and the salaries of the em- 
ployees of head office and branch of- 
fices? A.—Quite so. 

Q@.—And all the actions of any of 
these Committees are subject to final 
eA by the General Board? A.— 

es. 

Q.—Then in connection with invest- 
ments we would expect to find all the 
records of those investments in the- 
minutes of.the Finance Committee and 
the minutes of the General Board? A. 
I think you will find them all there. 
perhaps except stock loans. They will 
not be reported on in. detail probably ; 
they were reported in bulk in the 
monthly statement to the Board. 

Q.—Speaking of stock loans, has it 
been considered in your company 
there was any power to loan upon the 
stock of the Association? A.—Yes. it 
has been considered. 

@.—Has it been considered there was: 
nower to do it? A.—I don’t think it 
has. 

Q—Then where loans have been 
made upon stock to stockholders that: 
has been a matter which was under-. 
stood to be transcending the general 
powers of the Association? A.—I sup-. 
pose it must have been. 

Q.—Apart from these loans we ought 
to find, I think we do find so far as. 
your investments are concerned, that 
we get a full record of them in the: 
minutes of the Business Committee «nd 
of the Board? A.—TI think that they 
are all recorded there. There may be: 
omissions in purchasing securities I'ke 
bonds, municipal debentures, which we- 
are in the habit of purchasing from 
day to day or week to week; it is- 
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possible there might be some omissions 
with regard to a security purchase 
where it was merely a matter of price. 
There is no doubt as to the security 
itself. 

Q.—Then there is an answer here 
to question 6 which I do not under- 
stand the purport of; the question is 
‘‘Furnish copies of by-laws and, reso- 
lutions of the company’’; you have 
already furnished us copies of all the 
minutes and Committees, but you say 
‘‘Any resolutions or by-laws other t’ an 
those in the minutes will be produced 
if desired;’’ are there any which are 
not in the minutes? _A.—That is a 
little incorrectly worded. What I 
meant was any resolutions or by-laws 
referred to in the minutes which have 
not been copied. There are a number 
of resolutions, rather lengthy resolu- 
tions sometimes, some formal ones that 
we did not think it was necessary to 
spread out at length. The verbiage 
of that clause should be amended. 

Q.—Wherever we find a reference 
to by-law or resolution which has not 
been copied in the minutes that can 
be procured if the subject seems to 
require? A.—Yes. 


Q.—Sir William Howland was the 
President in 1891; had he been the 
President from the inception of the 
company? A.—No, the first Presi- 
dent was Sir Francis Hincks. I do 
not know how long Sir Francis re- 
mained President, for a year or two. 


Q.—Did Sir William Howland suc- 
ceed him? A.—He succeeded him. 


Q.—He remained President from the 
time we commenced our enquiry in 
1891 down to 1901? A.—Some time 
in 1901 or the beginning of 1902, I 
am not quite sure. 


Q.—I see Mr. Beatty, according to 
this list, becomes the President in 
1902? A.—Yes. 

Q.—And has Mr. Beatty been the 
President ever since? A.—Yes, 

Q.—Your: Vice-Presidents in 1901 
were Mr. Elliott and Mr. Hooper? 
A —Y es. 

Q.—And they remained Vice-Presi- 
dents down to 1894 when Mr. Elliott 
was succeeded by Mr. Beatty? A.— 
Mr. Elliott died in 1893. 

Q.—Then in 1900 Mr. Hooper was 
succeeded by Mr. Matthews? A. 
Yes. 

Q.—Then Mr. Beatty and Mr. 
Matthews remained Vice-Presidents 
till Mr. Beatty became President in 
1902? A.—Yes. 

Q.—And then Mr. Wyld succeeded 
fr. Beatty? A.—Yes. 
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Q.—And so far as the Vice-Presi- 
dents are concerned they have re- 
mained the same ever since? <A.— 
Yes. 

Q.—I see the Finance Committees 
from year to year have consisted of 
a President, a Managing Director, and 
speaking generally four members? A. 
Yes sir. 

Q.—Then I ask you next, Mr. Mac- 
donald, with reference to the salaries. 
You may get for yourself Schedule I? 
A.—It is not here. 

Q.—I am going to put upon the 
record, Colonel Macdonald, the salaries 
paid to the chief officers of the Asso- 
ciation and the directors’ fees. You 
have given us a statement of this year 
by year more in detail,, and then it 
is summed up in this. This will do 
for our purpose for the present. In 
1891 Mr. J. K. Macdonald received a 
salary of $12,000? A.—Yes. 


Q.—And that was continued till 1900, 
for ten years, without any increase, 
except that in 1900 he was paid a bonus 
of $2,000? A.—Yes, that applied to 
the previous year. 

Q.—You mean it was a bonus of 
$1,000 for A.—I mean the bonus 
voted in 1900 really applied to the 
previous year. 


Q.—To the year 1899? A.—Yes, and 
that, in all cases, with these bonuses, 
is the fact. 

Q.—The year here under which the 
bonus is ranged is the year it was 
paid? A.—Yes. 

Q.—But not the year it was sup- 
posed to have been paid? A.—No. 


Q.—The salary was increased in 1901 
to $13,000, and that year a bonus of 
$1,000 was paid? A.—Yes. 

Q.—It was retained at $13,000 in 
1902? A.—Yes. 

Q.—Raised to $14,000 in 1903? A.— 
Yes. 

Q.—And it has remained at that till 
the end of 1905, except that in that 
year a bonus of $1,000 appears? A. 
=. G8; 

Q.—Has there been any change in 
the salaries since? A.—No chanyve, 
not in that salary. 

Q.—What is the date of your 
annual meeting this year? A.—In 
February. 

Q.—Was there any bonus declared 
this year? A.—The salaries and 
bonuses are not voted at the annual 
meeting: they are voted by the Board 
of Directors. 

Q.—At the end of the year? A.— 
Generally in January. 
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Q.—There was no bonus voted this 
year? A.—Yes. 

Q.—And the salary 
$14,000? A.—Yes. 

Q.—Then you commenced in 1891 
with a salary of $2,500? A.—Yes. 

Q.—And that was raised in 1902 to 
$3,000? A.—Yes. 

Q.—And then for six years, down 
to 1898 inclusive, you got $3,600? A. 
—Yes. 

Q.—For two years, 1899 and 1900, 
you were paid $4,200? A.—Yes. 

Q.—And in the latter year you 
were paid a bonus of $500? <A.—Yes. 

Q.—That is the same year in which 
J. K. Macdonald was paid a bonus of 
$2,000? A.—Yes. 

Q.—Then your salary was raised in 
1901 to $4,500? A.—Yes. 

Q.—In 1902 to $5,000: in 1904 to 
$5,500, and there was a bonus that 
year of $500? A.—Yes. 

Q.—It remained $5,500 in 1904, and 
in 1905 was raised to $6,000, and a 
bonus of $500 was paid besides? A. 
—Yes. 

Q.—Has there been any change this 
year in your salary? A.—No change. 

Q.—Has there been any bonus? A. 
—No bonus. 

Q.—Now, with regard to the direc- 
tors’ fees, upon what basis are di- 
rectors’ fees paid? A.—Well, I can- 
not— 

Q.—Is it so much a meeting, or 
how? A.—There is a certain sum 
appropriated, a fixed sum appropri- 
ated for directors’ fees, and that is 
divided amongst the directors accord- 
ing to the number of meetings held 
and which they attend. An appropri- 
ation is also being made specially for 
the members of the different com- 
mittees. 

Q.—The total sum in each year is 
shown as the total of these payments, 
I suppose, or how is that? A.—No, 
not necessarily. The sum is a fixed 
sum, and only changed at intervals 
of several years, and the amount 
actually paid may be in some instances 
less than the amount shown there: 
perhaps in other years it may be 
in excess of it, any balance of the 
previous year being carried forward. 

Q.—What is the fixed sum that has 
been allowed for this item, for this 
distribution among directors? A.—I 
think it is not $7,000, if my memory 
serves me right. 

Q:—Whatewase 10 in 2S91 7) A= 
Probably $4,000, but could not tell, 
I would not like to state. 

Q.—Then in 1891 Sir William How- 
land received $1,144? A.—Yes. 
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Q.—Was that all as directors’ fees, 
or was part of that as salary? A.—I 
think perhaps that may have included 
an allowance for salary and in addi- 
tion directors’ fees. 

Q.—Mr. Hooper, Vice President, 
$1,077.50, the next in amount: would 
that include an allowance as_ Vice 
President? A.—Included an _allow- 
ance as Vice President, included his 
directors’ fees and his fees for services 
as chairman of the Insurance Com- 
mittee. 

Q.—Could you tell from memory how 
much. apart from Directors’ fees, these 
other allowances were? A.—No, I could 
not. Those sums have always been 
worked out by the Managing Director, 
and I am not very familiar with it. I 
can get the exact information if you 
wish it, of any particular item. 

ay Noi taking too much time with 
this at present, in 1902 the total 
amount under this head, which had 
been $4,044 in 1891, became $4,028 in 
1893, $4,020 in 1894, $3, 924—this is 
going in the right direction so far—in 
1895. 3,338.85, in 1896 $3,936, in 1897 
$3,834.50, in 1898 $4,019.50. Now it is 
commencing to go up again? A.—It 
did not go very far. 

Q.—In 1899, $4,945.35. In 1900, 
$4,760.17. Did Mr. Maclean Howard- 
occupy a position of chairmanship? A. 
—He is a member of the Insurance 
Committee, which is the heaviest com- 
mittee we have in point of duties. 


Q —He seems to receive a very con- 
siderable allowance by way of direct- 
ors’ fees? A.—You -will find all the 
members of the Insurance Committee 
receive heavier fees than the others. 

Q.—Who are the members of the In- 
surance Committee for 1900? A.—Mr. 
Beatty, Mr. Howard, and the Manag- 
ing Director. 

Q.—Then in 1901 it goes up to $6,- 
276? A.—Apparently. 

Q.—Did Mr. Howard cease to be a 
member of roe Committee that year? 
A.—No. I think the amounts may 
have been over from the previous year. 

Q.—Then in 1902, $5,646.12. Sir 
William Howland seems to have re- 
ceived less that year, considerably less, 
only $850, and Mr. Beatty’ s allowance 
goes to $1, 904.50, and Mr. Howard’s 
is restored to $1, O51 .62; in 1903 Mr. 
Beatty got $2,935.87. That is not very 
long ago. Could you remember what 
that was made up of besides directors’ 
fees what salaries or allowances? A. 
—-Chairman of the Finance Committee 
and chairman of the Insurance Com- 
mittee. 
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Q.—How much would be the allow- 
ance? A.—I could not tell you. The 
accountant might tell you. I can get 
the details of those for you if you wish. 

Q.—The total amount that year was 
$6,395.37? A.—Yes. 

Q.—Then in 1904, $6,015.49; in 1905 
$6,443.05. Mr. Beatty that year re- 
ceived $2,916.20, and Maclean Howard 
$1,676.85. Now, is there in this ex- 
hibit a statement of the head officers? 
A.—I think so. 

Q.—In this particular exhibit? A.— 
I think so. 

Q.—These look like the Superintend- 
ent, branch manager, and _ travelling 
agents? A.—I think all the expenses 
are there—no, it is not in that par- 
ticular exhibit. 


Q.—Now, I touch upon a_ subject 
which is quite different. I understand 
Mr. J. K. Macdonald can be here on 
Monday, and there are some matters I 
want to take up with him in the first 
instance, and therefore I take the lib- 
erty of dragging you hastily into an- 
other subject altogether. You have 
furnished us with copies of the various 
policies which your Association issues, 
anl among them I find here what is 
calied the Twenty Year Gold Bond pol- 
icy, and what you say about it is this: 
“This form of policy differs from the 
ordinary life or endowment policy only 
in so far as payment of the proceeds 
of the policy is concerned. Upon the 
policy becoming a claim by death of the 
insured or at maturity, if it is on the 
endowment plan the Association agrees 
to issue to the owner thereof a Gold 
Bond of the denomination of $1,000 
for each $1,000 of insurance, such bond 
bears interest at the rate of five per 
cent., payable semi-annually in ad- 
vance, the bond being payable at the 
end of the term of twenty years: the 
premium rates and other values for 
this form of policy are ordinarily 25 
per cent. more than ordinary endow- 
ment, and it is in proportion an in- 
surance for an increased payment. 
Comparatively few policies are _ is- 
sued upon this plan.’’ In the first 
place you add to your premium 25 per 
cent. of what you would charge for a 
20-year endowment? A.—Or for any 
class of policy. 

Q.—The Gold bond policy being is- 
suable according to any of the other 
plansP A.—Yes, I think we issue it 
on all the plans. We issue very few of 
them. 

Q.—Take this case; this is a policy 
for $1,000 and it is 20 payment life. 
What would that premium paid for 
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plan, part from any question of 
Gold Bond policy? A.—$1,250. 

Q.—In other words, if he paid you 
that premium, he would be entitled 
to $1,250, or the beneficiary under the 
policy would at his deathP A.—Yes, 
Mr. Shepley. 

Q.—Then at that date you give him 
a right to receive five per cent., not 
on $1,250, but on $1,000? A.—On 
the face value of the policy. 

Q.—For the term of years covered 
by the bond? A.—Yes. , 

Q.—I would ask you whether you 
think that is a fair description, to call 
it a five per cent. gold bond policy? 
A.—I think it is quite fair. ; 

Q.—Don’t you think it is liable to 
mislead? A.—I do not think so. 

Q.—You do not think that the in- 
sured would be apt to think that he 
was to get the amount of his insurance 
invested with you at five per cent., 
or the amount which his premiums 
would buy, invested with you at five 
per cent. from the falling in of the 
policy? A.—I do not know what the 
insured might think, but he could not 
reasonably think that. We do not pro- 
fess to give him five per cent. upon 
the premiums paid. The premiums paid 
on the twenty payment life for $1,250, 
on which the same premiums would 
be paid, would not amount, at the 
end of twenty years, to that $1,250; 
the premiums paid improved at in- 
terest. ‘ 

Q.—The premiums paid would, at 
the man’s death, entitle him, if he in- 
sured on that plan, to $1,250 in cash? 
A.—Quite so. 

Q.—Instead of giving him $1,250 
cash by a Gold Bond policy you give 
him $1,000 at the end of 20 years, 
with five per cent. interest on $1,000 
A.—We do not promise to pay 
him $1,250 in cash. 

Q.—But what he could have got by 
the other plan would have been $1,250 
in cashP A.—If he chose to take the 
other plan. 

Q:—What he gets by this. plan, 
which is called the Gold Bond policy, 
is not $1,250, but a right to have 
$1,000 in 20 years, with interest on 
that sum in the meantime at five per 
cent.? A.—Quite so; I think that is 
the plain terms of the contract. 

Q.—Why gold? Why do you say 
gold bond? A.—Well, at the time that 
those policies came into vogue there 
was a gcod deal of discussion on the 
silver question on the other side, and 
hence the policies, not only that form 
of contract but others, were made pay- 
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able in gold, to allay the fears of pol- 
icyholders, and I think it was just 
owing to the circumstances that pre- 
vailed at that time that the term 
“‘Gold Bond’’ was adopted. 

Q.—It was hoped, I suppose, that 
it would be an attractive name to 
giveP A.—Yes, no doubt; and fur- 
thermore, while we did not do it, I 
think some other Canadian companies 
that were operating in the United 
- States, besides American companies, 
made a practice of that kind, to insert 
in their policies, all their policies, 
“Payable in gold.’’ 

Q.—Then this is your non forfeiture 
benefit clause; it is the same on all 
your policies? "A.—With slight changes 
that have been made in the verbiage 
from time to time. 1! think that pol- 
icy may be a little different from those 
we are now using. It was printed 
some years ago, and very few of them 
have been written. 

Q:—You do not take the same per- 
iod as the Act provided in respect cf 
the cash surrender value, two years 
premiums, but you take after three 
years premiums? A.—After three 
years’ premiums. 

Q.—There is a sound actuarial 
reason for that; I supposeP A.— 
Quite so. 

Q.—Just state it to the Commis- 
sion? A.—The reason that we make 
the cash value apply at the end of 
three years is that we could not afford 
to give extended insurance or other 
forms of non forfeiture at the end of 
two years consistent with the best 
interest of the policyholders gener- 
ally. 


Q.—The policy has not become self 
supporting, so that there is a cash 
surrender value in it, until three 
years? A.—Well, it would be a very 
small value. The cash values that we 
gave at the end of two years, or 
other non-forfeiture benefits, were so 
trifling that they caused more dis- 
satisfaction than otherwise. 


Q.—‘‘The insured will be entitled 
after three full years premiums shall 
have been paid in cash on this policy. 
to any one of the following non-for- 
feiture benefits,’ etc. (Reads the 
non-forfeiture benefit clause endorsed 
upon the five per cent. Gold Bond 
policy.) 


Q.—And [I see your table here gives 
from three to nineteen years, and the 
twentieth year $604. Supposing the 
insured went on living after’ the 
twenty years, the table does not 
eover that? A.—I think that clause 
covers it at the footnote. 


6 EDWARD VII., A. 1906 


Confederation Life. 
(Wm. C. Macdonald, Ex’d.) 


Q.—‘‘Policies which may be con- 
tinued after the 20th year shall be 
entitled to non-forfeiture benefits 
calculated according to the rules of 
the Association.’’ These are _ figures 
which have been computed by you as 
the actuary, I suppose? A.—Yes, or 
under my supervision, 

(The Commission then adjourned till 
Monday 28th, May, at 10.30 A.M.) 


THIRTIETH DAY. 
MORNING SESSION. 
Toronto, May 28th, 1906. 


JOHN K. MACDONALD, sworn. 
Examined by Mr. Shepley :— 

Q.—Your position with the Confed- 
eration Life is that of Managing Di- 
rector, I think? A.—lIt is. 

Q.—And you were instrumental in 
the formation and organization of the 
company? A.—I was. 

Q.—And you have been interested 
in it from the beginning? A.—Yes. 

Q.—And you are familiar with its 
history? A.—Apparently so. 

Q.—And you are familiar with its 
transactions? A.—Yes. 

Q.—What stock do you hold? A.—I 
could not tell you at the moment, but 
I think I hold about 400 shares. 

Q.—That we will have a little more 
accurately in a moment. And are you 
interested directly or indirectly in any 
other shares than the 400 that you 
speak ofP A.—Not except as trustee. 

Q.—You are trustee of other stock 
besides that which you own beneficial- 
ly? A.—Some shares. 

~Q.—Then do you hold, or have you 
held for some years back "consistently a 
large body of proxies? A.—No. The 
proxies are made out in two names, 
ne or three names always: the Presi- 

ent 


Q.—What are the names that are 
used? A.—The President, possibly, 
and myself. I do not know whether 
any of the Vice-Presidents’ names were 
in or not. 


Q.—Do you mean that the proxies 
are made out as joint proxies? A.— 
Yes: they may be joint, or either, pos- 
sibly. 

Q.—What is the tota] shareholders’ 
vote, approximately ? aoe you 
can tell me accurately? A.—Well, 
there is a million of capital, and $100 
shares, and there is a vote for each 
share. 
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Q.—That would be, then? A.— 
100,000 shares. 


Q.—10,000 shares? A.—Yes. 10,000 


shares. 


Q.—And can you tell me approxi- 
mately to what extent the President 
and yourself, or those who, on behalf 
of the management, took proxies, have 
held proxies during the last four or 
five years? A.—I really could not Say 
off-hand. 


Q.—You cannot say off-hand? A.— 
No. 

Q.—Not even approximately? A.— 
No. Ido not think, with any definite- 
ness, that I could. 


Q.—I was only asking you approxi- 
mately? A.—I do not know. They 
may have held 2,000 shares, but that is 
a very rough estimate: I really would 
not like to say. 


Q.—I am not concerned to get it just 
at the moment more accurately than 
you are able to remember it? A.—I 
should think that would be the very 
outside. 

Q.—Then we will commence perhaps 
with this blue book. You can tell me 
whether there is any change, perhaps. 
Take page 548. That is the list of 
shareholders according to the last Gov- 
ernment return as to which we have 
been able to find a list, and I suppose 
there have been changes in the stock- 
holding since then? A.—Yes. 

Q.—But so as to save time; we may 
perhaps go on and perhaps you can 
point out to me now which of these 
stockholders, 1f they are still stock- 
holders, are in any way related to you, 
or connected to you, or otherwise—I 
was going to use the word control, but 
I de not want to use that word : 
—Oh, I will not take umbrage. 

Q.—Or otherwise in such a position 
to you that their attitude towards 
your management may be considered 
to be friendly? A.—There is the Rev. 
D. B. Macdonald, who is my son. 

Q.—What shares has he? A.—He 
has thirty shares, paid up $300. C. S. 
Macdonald, my son, has _ twenty-five 
shares. Those are the only two that 
I see here that are connected with me. 

Q.—Then there is your own name? 
A.—Yes, oh, a moment: there is one 
before this: there is Miss C. H. Mac- 
donald, my daughter, earlier in the 
list: she has 45 shares apparently. 


Those are all. 

Q.—Who is H. J. Jchnston, of 
Montreal? A.—He was our former 
manager in Montreal. 

Q.—And what is he now? A.—Well, 
he has retired from our service in that 
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way: we gave him a position as a local 
director. 

Q.—He is a local director? A.—Yes. 

Q.—Is he still a shareholder to the 
extent of 100 shares? A.—I could not 
say. 

Q.—That you do not know? A.—No. 

Q.—Then Mrs. Cherriman, of course, 
is not related to you, but she has held 
all the stock that Professor Cherriman 
originally had? A.—Professor Cherri- 
man never had it: it was always in 
her name. 

Q.—He was one of the original in- 
corporatorsP? A.—Yes. 

Q.—That stock has always stood 
in her name? A.—Yes. It was never 
changed, never added to or subtracted 
from. 

Q.—Have you held a proxy inere- 
spect of that stock? A.—No. 

Q.—Never had? A.—I do not think 
I ever had. 

' Q.—Has any one of the manage- 
ment held a proxy in respect of that? 
A.—No. 

Q.—Has it been represented at the 
meetings? A.—No. I should say 
proxies have been sent out when the 
notices are sent, but there has never 
been one returned; in fact there would 
not be time for it because they are 
sent out a short time before the annual 
meeting as a rule, and it certainly 
has not been returned. 

Q.—Then the next holding that I 
want to ask you about is James Turn- 
bull, cashier in trust. James Turn- 
bull is the General Manager of the 
Bank of Hamilton? A.—Yes. 

Q.—Do you know what stock that 
is? A.—I think those were shares 
that were originally owned by Mr. C. 
M. Gripton. 

Q.—He and Mrs. E. J. Gripton have 
been considerable stockholders from 
time to time? A.—Yes. 

Q.—Are they related in any way to 
you ? A.—Not in the slightest. 

Q.—Not in any way? <A.—Not in 
any way. 

Q.—Have you had a proxy in re- 
spect of that stock? A.—No. 

Q.—Of none of the Gripton stock? 
A.—No, I think Mr. Gripton would 
hold his own proxy. I do not think 
we have ever had it. 

Q.—Has that holding been in sym‘ 
pathy with the management? <A.— 
Not always. 

Q.—Not always? A.—No. 

Q.—Has it been for the last four 
or five years? A.—No; it has prob- 
ably been for the last year or two 
years. 
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Q.—This is the list,~is.it? ~ A.— 
Yes. 

Q.—And this will be more conven- 
ient because it is alphabetically ar- 
ranged. The largest shareholder is 
Miss Mizetta Cairns; who is sheP A. 
—She is a lady residing in St. Cath- 
arines. I have not the pleasure of 
her acquaintance. 


Q.—You.do not know her? A.—I 
do not think I have ever met her or 
seen her. 


Q.—Do you remember’ how she ac- 
quired the stock? A.—I think she 
got the stock through Mr. Gripton 
here. 


Q.—That is part of the Gripton 
stock? ~ A.—Yes: Mr. Gripton has 
had stock at different times; he has 
disposed of some, and that is part 
OL 16. 

Q.—That will be perhaps the same 
holding we were looking at in the other 
liss as Mr. Turnbull’s? A.—Possibly; I 
do not know; I cannot undertake to 
say. She may have held it in her own 
right for all I know. 

Q.—Then, speaking generally, who 
got the Hooper holding of stock? A. 
—His grand nephews and also his 
niece by marriage. 

Q.—And is it still held by the 
family? A.—No; I think that some of 
it that passed to a grand nephew 
has been disposed of if I remember 
rightly. 

Q.—What interests are those that 


are outstanding here? What names — 


will those be found in? A.—I fancy 
there is one, Mrs. Jones. She prob- 
ably got some; I could not be cer- 
tain as to that; but. Mr. Myers or 
Mrs. Myers—I think they got the 
chief part of it. 


Q.—That is Alfred Myers of New 
York and Mrs. Elizabeth S. Myers? 
Aa Y C8: 

Q.—They are related to Hooper, are 
they? A.—Mrs. Myers is a niece of 
the late Mrs. Hooper; that is the 
only relation. 

Q.—She holds now or did _ on 
the 31st December last A.—And 
still holds. 

Q.—$50,000 of that stock? A.—Yes. 

Q.—Who is Mrs. Allen S. Macdon- 
ald? A.—Widow of the late William 
Macdonald. 

Q.—Was he related to you in any 
way? A.—He was a second cousin. 

Q.—Was that stock that he held, 
or was it stock that she has acquired 
since? A.—Stock that he held. 

Q.—Then Maclean and Patterson in 
trust? A.—That is part of Mr. Wil- 
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liam Macdonald’s stock also under his 
will, 

Q.—Charles 8. Macdonald is your 
son? A.—yYes. This is my daughter~- 
in-law, wife of Mr. C. S. Macdonald. 

Q.—Mrs. Ethel Macdonald holds 


BU dO lof stack Sa Ae oes 


Q.—Robert F. Massey trustee—do 
you know for whom? A.—No. 

Q.—Then your own holding $37,900" 
A.—Yes. 

Q.—There is Mr. Turnbull still in 
trust $44,000? A.—Yes. 

Q.—Then the Toronto Genera! 
Trust Corporation $5,000; do you 
know anything about that? A.—No. 

Q.—The estate of Winterbottom— 
do you know anything about that? A. 
—Yes; that was some shares that 
were originally held by a lady who 
subscribed—Miss Fanny Sibbold—she 
willed it to Miss Winterbottom, but 
Miss Winterbottom died a very short 
time after her aunt; and that is the 
Winterbottom estate. It remains in 
her estate.. 

Q.—Mrs. Wellington—do you know 
anything about that holding? A.— 
Yes; she is the sister of the late W. 
H. Gibbs. 

Q.—Is that the Gibbs holding sub- 
stantially? A.—That is all, I think. 


Q.—And that was what Mr. Gibbs 
held? A.—No, he did not hold that: 
she had that several years befpre 
his death. 

Q.—But he originally had it? A. 
—He originally had it. 

Q.—Has that holding been increas- 
ed, or has it remained stationary? 
A.—No, it remained stationary. 

Q.—Is there any relationship there? 
A.—None whatever. 

Q.—Then Mr. Wyld, I see, has $30,- 
G00 oftstockr”, “Av — Yas. 

Q.—And the Hon. James Young; 
he holds beneficially as far as you 
know? A.—Oh, yes; he has held 
that from the organization of the com- 
pany, and the new shares that he ob- 
tained afterwards. 

Q.—Do you say, Mr. Macdonald, 
that you have told us fully all the 
interest, whether direct or indirect, 
you have in the stock of this asso- 
ciation? A.—Certainly. 

Q.—There is no interest, direct or 
indirect, so far as you are concerned, 
that you have not told us about? A. 
—Certainly there is not. 

Q.—What shares—I do not see any 
here—do you hold in trust? A.—It 
is, there sir. 

Q.—I omitted to take notice of it? 
A.—There it is, in trust. 
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Q.—$7,200P A.—Yes. 

Q.—Is that all you hold? A.—yYes. 

Q.—For whom do you hold that in 
trust? A.—I hold that in trust for the 
estate of the late Colonel Perley. 

Q.—You have no beneficial interest 
in that at all? A.—Not the slightest. 

Q.—I want to see about the Gripton 
stock. Do you know about this holding 
of stock? A.—It was all sold. 

Q.—You say he does not own it now? 
A.—No, he does not. His name is not 
in the list. 

Q.—Can you tell me anything about 
that oneP A.—No. 

Q@.—That seems to be on account of 
C. C. Bains? A.—I suppose it ‘was 
used for the purpose of making tem- 
pcrary loans. 

Q.—There seems to have been a good 
deal of activity at one time in that? 
A.—Yes. 

Q.—Do you know anything about 
this? A.—I know they held stock for 
some time on which advances have been 
made, and that is all. 

Q.—Do you know whose stock it 
was? A.—Yes. It was something I 
had myself. I purchased some stock 
on which a loan had been made. 

Q.—I see you bought in trust 200 
shares there. Was that part of your 
present holding? A.—I could not say 
abcut that. 

Q.—Now, there is a very active ac- 
count of your own in trust. I see the 


Gripton stock, or part of the Gripton ~ 


stock, seems to have passed through 
your account in trust at one time? A. 
—Possibly. I think they conveyed 
some to me in trust which I held for a 
short time. 

Q.—This is the Gripton account, G. 
M. Gripton account? A.—Yes. 

Q.—In 1891 he seems to ‘have A. 
—-I| presume he has simply purchased 
these shares through these brokers. 

Q.—You do not know anything about 
the transaction? A.—wNo. 

Q.—You took 80 shares from him in 
trust a long time ago? A.—Yes. 

Q.—Which you held a short time, 
and then seem to have parted with? 
A.—Probably in connection with some 
advance made to him as agent. 

Q.—He was your agent? A.—Yes, 
for a number of years. 

Q.—Then there was a further trans- 
action which you took in trust: you 
think that may have been in connec- 
tion with advancesP A.—Yes.. 

Q.—And all but 60 shares have been 
vested since 1900 in Turnbull? A.— 
Yes. 

Q.—I understand you to say you do 
not know the nature of the transaction 
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between Gripton and Turnbull? A.— 
I have no knowledge of it whatever. . 

Q—Then has there been any con- 
nection with the Confederation Life 
Association, anything in the nature of 
what has been spoken of as a control- 
ling interest in the stock vested in any 
ore person, or body of persons? A.— 
Not that I am aware of. 

‘ Q.—You are not aware of it? A.— 
No. 

Q.—You have never seen any signs 
of that? A.—No. 

Q.—There is a prohibition in one of 
your later Acts of Parliament against 
anyone holding a certain number of 
shares? A.—I proposed that myself. 

Q.—With what object in view? A. 


_-—To prevent the possibility of some- 


bedy seizing the company and wreck- 
ing it. 

Q.—To prevent the possibility, in 
other words, of any person having the 
control? .A.—Yes. 

Q.—Then, with the exception of 
those who, at that time, held more than 
500 shares, has that prohibition been 
respected in practice in the case of 
your association? A.—yYes. There 
were only two who held in excess of 
the 5,000 shares: those two were Mrs. 
Cherriman and the late Mr. Edward 
Hooper. 

Q.—You mean, perhaps, to say 500 
sharesP’ A.—Yes, 500 shares, not 5,000 
shares. Mrs. Cherriman’s shares have 
never been changed. Mr. Hooper, for 
some reason I cannot state, parted with 
some of his shares, and then got them 
back again, but he was refused the 
privilege of holding shares in excess of 
the 500. 


Q.—That is, if I understand you cor- 
rectly, he reduced his holding to 500? 
A.—No; he reduced the holding, I do 
not remember to what extent, but he 
parted with a number of his shares, 
that brought him within the 500, and 
when he wanted to get back to his old 
place again he would not be allowed. 

Q.—You say he got them back, but 
the registration of the transfer was 
refused? A.—Refused. 

Q.—And the result was, as I under- 
stand you, that since then Mrs. Cher- 
riman is the only holder of stock in 
excess of what the statute permits? 
A —Yes; it was represented to me on 
Saturday that I may have for a short 
time held, either in trust or other- 
Wise some shares in excess of the 500. 
The actuary mentioned that subject 
to me, so that that would be an ex- 
ception, but that was merely for a 
short time, possibly two weeks. 
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Q.—That transaction would no doubt 
appear here. Last year, 1905, you 
seem to have had a transfer, which 
is not said to have been in trust, of 
125 shares from Mr. Simms? A.—That 
was an actual purchase; but I pur- 
chased part of that for myself and 
part for another, took the whole trans- 
fer, and then transferred at once some 
of these shares, as you see there. 

» Q.—That made you the holder of 
579 shares? A.—Yes. 

Q.—And that you say was an ac- 
tual purchase? A.—Yes. 

Q.—And ten days later you trans- 
ferred 100 shares to C. S. Macdon- 
ald, who is your son, I think? A.— 
Yes. 

Q.—And on the 22nd November 100 
sate to Colonel Macdonald? A.— 

es. 

Q.—Then with respect to those two 
transfers, were those gifts? A.—No. 

Q.—Did any money pass ? A.—Yes, 
I got my money for them, for those 
two. 

: Q.—You got your money for those 
from Colonel Macdonald? A.—Yes. 

Q.—In cash? A.—In eash. 

Q.—Had you any interest in those 

shares afterwards? A.—Not the 
slightest. 
_Q.—Do you say it was the inten- 
tion when you purchased that that 
should take place subsequently? A.— 
Yes. This was promised out of the 
purchase absolutely. 


.Q—That is the 100 to Colonel Mac- 
donald? A.—Yes, and I had intended 
to hold the balance myself, and my 
son applied to me for these shares 
6 hi eee them to him. 

}.—That is you sold them to him? 
A.—Sold them to him. ts 

Q.—I suppose you sold them to him 
at the price you paid for them A.— 
Exactly the same price in both in- 
stances. I had several transactions of 
that kind, but I have never sold at 
an advance. I have simply transfer- 
red to those who were buying at the 
price at which I purchased. 

Q.—You have extended the business 
outside the limits of the Dominion of 
Canada? A.—Yes: 

Q.—Where are you dong business? 
A.—Newfoundland, Mexico and the 
West Indies. 

Q.—You have not extended into the 
United States? A.—No. 

Q.—But you have extended into the 
three places that you have mentioned ? 
A.—Yes. . 

Q.—Which extension was made first 
and when? A.—Newfoundland, I sup- 
pose, was made 20 years ago—at least 
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a long time ago; Mexico, I think, 
would be made about possibly five 
years ago, and the West Indies would 
be about four years ago possibly. IT 
speak subject to correction, but that 
is about it. 

Q:—The extension into Mexico was 
made before the extension to the West 
Indies; that is your recollection? A. 
—No, I am wrong. I am not quite 
sure as to that. I am wrong. They 
were made at the same time. I think 
our two representatives went together 
to the West Indies, and the one who 
went on to Mexico went from the West 
Indies into Mexico. 

Q.—You have been doing business in 
the West Indies and in Mexico since? 
‘A.—Yes. 

Q.—Have you pushed your business 
in both places, so that you have a 
very considerable volume of business 
in each? A.—Well, I,\cannot say— 
well, pushing is relative. We have 
been doing all the business we reason- 
ably could, but we have had some re- 
gard to expense. 

Q.—Has the business in either of 
these places been remunerative? A.— 
I think yes. I may say in the West 
Indies I think it is, and in the other 
it is becoming so very fast. 

Q.—The early years of the estab- 
lishment of a branch lke that are 
the years during which the great ex- 
pense is incurred? A.—Yes. 

Q.—I see in your Minutes a refer- 
ence to some report on the Mexican 
business, and the consideration of that 
report seems to have been deferred. 
Is that report available? A.—I do 
not know what report you refer to. | 

Q.—Then in connection with your 
foreign business have you made any de- 
ports in the foreign countries? A.— 

es. 

Q.—In Mexico? A.—In Mexico we 
have made a deposit of $50,000 silver, 
and we have purchased Mexican secur- 
ities, I think, to the extent—gold se- 
curities probably to the extent of 
$100,000. 

Q.—With regard to the West In- 
dies? A.—We have made no deposit 
there. 

Q.—What is that? A.—We have 
not made any deposit there. 

Q.—Nor any investment? A.—Yes. 

Q.—Have you made an investment 
in West Indian securities? A.—We 
have invested on mortgage in Trini- 
ded, I think perhaps four mortgages. 

Q.—That is, you have loaned money 
upon real estate? A.—Yes. 

Q.—To what extent? A.—Probably 
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$40,000; I am not exact but I think 
probably in that neighborhood. 

Q.—Then in respect to all your in- 
vestments, do you or do you not pro- 
fess to have authority to invest in 
United States securities of any kind? 
A.—No, I do not think we do profess 
that. 

Q.—You do not claim that power? 
A.—No. At one time I was under the 
impression that we either had or were 
about to get it. For example, cable 
stock; but we do not claim we have 
that power, because certainly the Act 
does not give it. 

Q.—What power do you think you 
have in respect of Mexican invest- 
ments? A.—The Insurance Act. 
~Q.—What do you think that per- 
mits you to invest inP A.—If you 
will give me the Act I will point it out 
to you. 

Q.—Can you tell me in figures? A. 
—The clause reads— 


‘‘Any such life insurance company 
may invest in foreign security or de- 
posit outside of Canada such propor- 
tion of its funds as is necessary or de- 
sirable for the maintenance of any 
foreign branch, provided that such in- 
vestment, when not required by the 
law of the country where such branch 
is established, but deemed advisable 
in the interest of such branch, shall 
not exceed $100,000 Canadian cur- 
rency.”’ 

().—Now, then, with regard to Mex- 
ico, what, under the circumstances, do 
you consider to be your power of in- 
vestment there? $100,000 in addi- 
tion to the deposit or $100,000 in- 
cluding the deposit? A.—Under the 
terme of this, I think it is unlimit- 
edeve* 

Q.—How you mean unlimited? A. 
—‘‘Any such life insurance company 
may invest in foreign securities or de- 
posit outside of Canada such propor- 
tion of its fund as is necessary or de- 
sirable for the maintenance of any 
foreign branch, provided that such 
investment, when not required by the 
law of the country where such branch 
is established, but deemed desirable 
in the interests of such branch, shall 
not exceed $100,000 Canadian cur- 
rency.”’ I interpret that to mean 
that where a country demands a.de- 
posit there is the unlimited right. 
Where no deposit is required by the 
laws of the country it is limited to 
- $100,000. 

Q.—You do not think that the 
$100,000 measures your whole right 
in respect of all power, or that it 
measures that right in addition to 
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the amount required for deposit? A. 
—Where the foreign State requires 
the deposit. 

Q.—If the foreign State requires 
$50,000 deposit, you may make that 
deposit, and besides that you think 
you can invest to an unlimited extent . 
in that country? A.—That is as I 
read the law. 

Q.—That is as you read the Sta- 
tute? A.—Yes. 

Q.—Then you would say that you 
have not exceeded your powers in re- 
spect of your Mexican investments; 
that would be your view? A.—Clear- 
ly we have not. 

Q.—That would be your view? A. 
—That is our view. 

Q.—And as you use the word ‘‘clear- 
ly’? I suppose you do feel very clear 
about that? A.—yYes. Well, I may 
say I have taken advice on it and 
consulted my solicitor in regard to it. 

Q.—And you think that with the 
$50,000 of a deposit required by the 
law of Mexico in the hands of the 
Mexican Goxernment, you can invest 
a million dollars of your funds in your 
foreign securities? A.—If it were 
deemed desirable in the interests of 
the business. 

_ Q.—Now I will follow up these Min- 
utes of the board. On the 14th Octo- 
ber, 1908, this Minute occurs— 


‘Re matters in Mexico. The Man- 
aging Director referred to matters in 
Mexico and the steps that had been 
taken by him in connection with the 
same, and that it was intended that 
the actuary should go down to Mexico 
leaving home a week from Saturday, 
24th, and that nothing further would 
be done until report could be received 
from him in regard to the appoint- 
ment of local directors.”? Does that 
bring it back to your recollection? A. 
—I know what it refers to. 

Q.—What does it refer to? A.—It 
refers to matters that came before the 
Board as to the desirability of appoint- 
ing local directors in the State of 
Mexico, about which considerable en- 
quiry had been made. _ I myself went 
to New York to consult with certain 
persons there in regard to it; and it 
was then decided, in view of our de- 
cision, to send the actuary to Mexi- 
co, that the matter would be held in 
abeyance for his report. | 

Q.—Then the matter came up again 
on the 13th January, 1904? A.—That 
would be on the report of the actuary. 

Q.—‘Mr. J. J. Long called atten- 
tion to the business in Mexico, and 
asked if there was any word in regard 
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to it. The Managing Director made 
verbal reply, and stated that the re- 
port of the actuary who returned from 
Mexico towards the end of the year 
was not being presented at this meet- 
ing, as the meeting was likely to be 
an unusually long one in connection 
with the ordinary business.’ You 
remember that? A.—Yes. 

Q.—I see the very next entry in the 
Minute is ‘“‘The Foard then adjourn- 
ed??? A.—Probably they had been in 
session far a long time. 

Q.—The annual staten-ent was read 
and approved; comparison ot business 
of the year before with the year pre- 
vious was submitted and read. That 
would not take very Iong? A.—wNo. 

Q.—‘‘The Minute books of the Fin- 
ance Committee submitted, and the 
Minutes of its meeting read and ap- 
proved P’’ A.—The minutes of the 
Finance Committee usually take a very 
long time, because every loan is con- 
sidered in detail. 

Q.—Minute book of the agency com- 
mittee submitted; that would not take 
long ? A.—It might and it might 
not. 

Q.—Minute book Insurance Commit- 
tee submitted and the summaries of its 
business were read and approved; that 
would not take long? A.—No, that 
would not take long as a rule. 

Q.—Then the loan $1,100; Land and 
Loan Company, Montreal; the Manag- 
ing Director reported the facts in con- 
nection with this case, and submitted 
the resolution attached hereto, etc. 
“On motion by Mr. Long, second by 
Mr. Osler, the resolution was duly 
passed ;’’ any difficulty there? A.— 
No. ‘That is simply needed under the 
laws of the Province of Quebec; an 
original resolution has to be passed on 
every occasion. 

Q—Then would the distribution of 
the directors’ fees for 1905 take long? 
A.—No. 

Q.—The language of this Minute is 
that this actuary’s report was not be- 
ing presented at this meeting, as the 
meeting was likely to be an unusually 
long one in connection with the ordin- 
ary business? A.—That may have 
been an oversight, and put in the 
wrong place. I do not think there is 
any importance attached to it anyway. 

Q.—Then at the next meeting, which 
is the 5th February, this Minute is 
made just at the end of the meeting: 
—‘‘The report of the actuary in con- 
nection with his visit to Mexico was 
before the Board, but in view of the 
length of. the sitting it was left over 
for a future meeting;’’? do you remem- 
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ber that? A.—Yes—at least, I have 
no doubt of the fact of it. I could 
not have told you from memory. 

Q.—Was the actuary’s report subse- 
quently presented and considered? A 
—Yes. 

Q.—I doubt if you are likely to be 
quite accurate. I have not been able 
to find it. Will you have the report 
obtained for meP A.—Yes, we can 
easily obtain the report, if we have the 
date of it. 

Q.—It certainly is not in the Min- 
utes near by? A.—It would not be 
there; there would be a reference to 
it there. 

Q.—There is not any subsequent re- 
ference to it in any of the near Min- 
utes but we will get that. Then we 
start with your view of your power of 
foreign investment as you have stated 
it; in Mexico unlimited; in the West 
Indies how? A.—It would be limited. 

Q.—To what? A.—$100,000. 

Q.—And it can be exercised to that 
extent if deemed expedient and neces- 
sary? A.—yYes. 

Q.—Then no power to invest in Uni- 
ted States securities? A.—No. 

Q —Now, in connection with your 
carrying on of your business, you have 
from time to time made what are called 
call loans to brokers and others on cer- 
tain securities? A.—To some extent; 
to a limited extent we have. It is not 
a kind of investment we favor. 

Q.—Among others I see that Messrs. 
Pellatt & Pellatt have been borrowers 
A.—Yes, 
upon a few occasions. 

Q.-——_And I see that at one time you 
lent them money upon the security of 
Canada Northwest Land Company 
stcck? A.—Very likely, yes. 

Q.—Do you look upon that as an 
A.—It is a se- 
curity ; we must have done go; it must 
have been taken as a security on land. 

Q.—This was upon the stock of the 
Northwest Land Company? A.—I do 
not remember the transaction. When 
was thatP 

Q.—That was a long time ago; it is 
in the first year we have enquired 
about, 1891; a very long time ago? A. 
“lwell, we must have supposed it was 
within our range or we would not have 
done it. 

Q.—At all events you do not admit 
that you didP A.—No; if it is there 
we did it. 

Q.—And if you did loan upon the 
stock of the Northwest Land Company, 
would you, upon your construction of 
the Act to-day, consider that that was 
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a proper loan? A.—I could not say, 
for I do not know the facts sufficiently 
to say. 


Q.—You do not know the facts about 
Northwest Land sufficiently to say? A. 
—No. 


Q.—Then more recently you loaned 
on Canadian Pacific Railway stock? 
What would you say about that? A. 
—Il believe that is outside the Act. 


Q.—That was in 1903? A.—Yes. 


Q—Apparently you loaned $15,000 
on $5,900 worth of stock, or market 
value of stock, of the C.P.R., and $10,- 
575 of Dominion coal? A.—TI think at 
the same time we held a considerable 
block of it that we had actually pur- 
chased. 


Q.— Which, as you have just told me, 
was outside the Act? A.—Well, I be- 
lieved at one time that it was within 
the Act. 


Q—What about Dominion Coal, the 
other. security for the $15,000? A.— 
That was outside of the Act; although 
at the time that was made I consulted 
the broker who came here to me, and 
he showed me it was one of those se- 
curities allowed by the Act, and I did 
not take the trouble to examine my- 
self, and I think we made a purchase 
of $10,000. 

Q.—I will come to that a little later 
on; at all events on this occasion you 
did lend $15,000 apparently on the se- 
curity of these two stocks, neither of 
which was within the sanction of the 
Act? A.—If it is there we did. 

Q.—Do you think you have power, 
or have you ever thought you had 
power to lend upon insurance com- 
pany’s stocks, either life or fire? A. 
—TI think we have. 

Q.—Do you think so now? ~ A.—I do 
not know. I have no reason to change 
it. I know we made loans at one 
time. 

Q.—That is why I am asking you, 
because you did. -I am not able to 
find that class of security referred to 
in either enabling provision? A.— 
Well, then, possibly we had not. 

Q.—Mr. Wilkes, of Brantford, I see 
borrowed money upon the security of 
Temperance and General Life, changed 
to Manufacturers’ Life? A.—Yes, he 
had a loan from us. I do not remem- 
ber just on what. 

Q.—This is the schedule of secur- 
ities which has been furnished us? 

A.—Perfectly correct. 

Q.—I am assuming it is correct? 
A.—That is correct. | 

Q.—Who is Mr. Augustus Myers? 
A.—He is the nephew by marriage of 
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the late Mr. Hooper, whose stock was 
referred to. 


Q.—And what business was he in? 
A.—He was in no business at all since 
I have known him. 


Q.—He seems to have beei in busi- 
ness borrowing from the Confedera- 
tion Life at one time? A.—Oh, yes, 
he borrowed some in connection with 


the building, I think. 

Q.—I see he borrowed $19,520, and 
at one time the loan ran as high a 
$36,346 P 

MR. NESBITT: I am told, Mr. 
Macdonald, that you are making a 


mistake between Augustus Myers and 
Alfred Myers. 


MR. SHEPLEY: Q.—Mr. Nesbitt 
says that you are confusing Augustus 
Myers with Alfred Myers? A.—Oh, 
yes, I am. 


Q.—We want to have it put just 
as it is? - A.—Well, I am wrong in 
regard to that; Augustus Myers—l 
cannot at the moment just place him. 

Q.—Augustus Myers, Toronto—you 
do not place him? A.—No, not at 
the moment. 

Q.—We will find out more about 
him later on? A.—I will get the 
information. 

Colonel Macdonald. He was a 
contractor here at one time, and 
borrowed from the association, and 
later years he did not do anything, 
and he had stock in the Western As- 
surance Company—a director, I think, 
of the Western Assurance. ; 

WITNESS: Oh, yes, I recall] him 
now. He is still living on Sher- 
bourne street, or did live there two 
years ago. He was a contractor and 
a man of considerable wealth. 

Q:—Building contractor or railway 
contractor? A.—Railway contractor, 
and at one time he owned the Credit 
Valley Stone works. I remember 
him now. That was loaned upon 
various stocks, the Western Canada 
and various stocks. 

Q.—The Western Canada, the Wes- 
tern Assurance Company, the British 
American Insurance Company, and 
the Freehold Loan Company; there 
was some of that? A.—Yes. 

Q.—But you did hold shares to a 
very considerable amount of the Wes- 
tern Assurance Company and of the 
British American Assurance Company 
as security for this loan? A.—Yes. 

Q.—I see that that was paid off in 
1902? A.—It was paid off some years 
ago; it was reduced at some time and 
finally paid off. 
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Q.—Do you know Mr. Silas Jamés? 
A.—Yes. 

Q.—He had a small call loan from 
you which was finally exchanged for 
debentures in the Standard Loan? A. 
— Yes, 

Q.—You held a security of the 
Manitoba & Northwest Land Com- 
pany stock? A.—No, the Ontario 
Industrial, I think it was. 

Q.—Apparently you had at first 88 
shares of the Manitoba and North 
West Land Company’s stock, together 
with 57 shares of the Ontario Indus- 
trial? A.—I think possibly that loan 
was made during my absence, in its 
first inception. 

Q.—It was a long time ago? A.— 
Yes. 

Q.—But it ran a long time? A.— 
It ran a long time. 

Q.—It ran for 12 years and then 
you took debentures for it? A.—We 
took debentures. We also have a 
mortgage that is not realized, which 
covers part of it. 

O.--There* ts! 2 “firm? of * brokers, 
Wyatt & Co., they have borrowed 
from you from time to time? A.— 
Yes. 

Q.—At one time I see as high as 
$51,000 they owed you, and $64,000 
seems to have been the highest; that 
was in 1908, the transaction running 
from February through to August 
when the last payment was made? A. 
—That no doubt represents the facts. 


Q.—Now you held as security for 
that Northern Navigation Stock, Can- 
adian General Electric Stock, Can- 
adian Pacific Railway Stock, Domin- 
ion Bank Stock and Commercial 
Cable Stock. You see that do you 
HOG? a. Ar 6s. 

Q.—Which of those do you consider 
to have been unauthorized ? AI] 
don’t know I am sure. I doubt 
whether that first would be on it. 

Q.—The Northern Navigation you 
doubt ? What about the Canadian 
General Electric? A.—Well, I have 
been under the impression that that 
came under the Act, that all these 
electric companies did. IT may say 
as a matter of fact that I was not 
here when that loan was first made. 
However that does not matter. 


Q.—No, that does not matter. Men 
may come and men may go but the 
company must do its duty? A.—Yes, 
then I think in the view vou have of 
it, the Canadian Pacific Railway, or 
possibly there may be a doubt about 
that, and Commercial Cable as well. 

Q.—You have a doubt about North- 
ern Navigation; Canadian General 
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Eledtric. You have not throught 
much about, but you know it is a 
manufacturing company? A.—An in- 
dustrial stock. 

Q.—The Canadian Pacific we have 
already spoken about and the Commer- 
cial Cable, that you would rule out? 
A.—Yes: 

Q.—I see that you had $16,480 of 
steck of the Canadian General Electric 
and $28.350 of the Canadian Pacific 
and a small lot of Commercial Cable 
$935? A.—Yes. 

Q.—Then are J. K. Nevin & Co. of 
Toronto also brokers? A.—Yes, I 
know-one Mr. Nevin a broker, I fancy 
that is his name. 

Q.—I see there were call loans there. 
The highest was $34,000. That was 
some years ago. It ran over four 
years and was paid off in 1898. ‘That 
was almost altogether in its inception 
upon fire insurance stocks, British 
American and Western? A.—Yes. 

Q.—600 shares of British American 
and 160 of Western Assurance Com- 
pany. Then Shaw of Brampton had 
a small loan which ran over 4 years 
and was paid off in 1895. That was 
on the security of Bank of Commerce 
stock and 50 shares of Western? A. 
—T think that should be Brantford, 
not Brampton. 


Q.—But there was the Western As- 
surance Compe ny stock as part of that 
security? A.—Yes, if it is so stated 
there. 

Q.—Alfred Myers was the gentleman 
vou were speaking of a while ago? A. 
—Yes, 

Q.—He had a small loan and it was 
partly upon a security of Confedera- 
tion Life StockP A.—Yes. 

Q.—You do not, of course, Mr. Mac- 
donald, profess to have power to lend 
upon your own stock? A= Noa 
don’t think we have. 

Q.—It is pointed out to me that as 
the Act now stands fire insurance stock 
is not prohibited; life insurance stock 
is not permitted. That correction 
must be made, of course? A.—We 
must have a few of that kind before 
us, I think. 

Q.—Then on this page there are a 
couple of loans on the security of your 
own stock? A.—yYes. 


Q.—The late William Macdonald and 
Miss Elizabeth Massey, and that seems 
tc have been the whole security that 
you had, your own stock? A.—Our 
own stock. The shares held in trust. 

Q.—It seems to have been recognized 
as an unauthorized transaction because 
it disappears on the 3lst of December 
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in Mr. Macdonald’s case? A.—Mr. 
Macdonald gave his cheque in Decem- 
ber and renewed the loan early in Jan- 
uary. 

Q.—lIt is always 3lst December and 
29nd January. Why was that form 
gone through then? A.—Simply for 
the reason that it was not strictly 
within the Act, I take it, and he paid 
it off and it was renewed. 

Q.—He gave his cheque with the in- 
tention, of course, that it should be re- 
newed? A.—No doubt that was it. 

Q.—You save me a good deal of 
trouble about that by being entirely 
candid? A.—I have come to tell you 
the truth, of course, as I know it. 

Q.—The same thing seems to have 
taken place in connection with Miss 
Massey? <A.—Very likely. 

Q.—That is on 3lst December, while 
the loan was current it would appear 
to be paid off, and renewed again in 
her case on the 8rd of‘ the following 
January. Then you have loaned mon- 
ies to Messrs. Osler & Hammond on 
callP A.—Yes. 

@.—At one time as much as $61,000 
odd. That ran apparently from De- 
cember, 1902, to June, 1903, when it 
was paid off? A.—TIf it is so stated 
there. I cannot speak from memory. 

Q.—I am speaking, of course, just 
from the account that has been fur- 
nished us and that loan seems to have 
been secured partially by Commercial 
Cable stock and partially by Cana- 
dian General Electric. That is by 
Commercial Cable, unauthorized, and 
ths General Electric which is an ordin- 
ary industrial? A.—Yes. 

Q.—Then Mr. Alfred Myers seems to 

have had a loan on 50 shares of Con- 
federation Life? A.—Possibly, if it 
is so stated. 
‘ Q.—And that has the same features 
about it as in connection with the 
other two we have referred, paid off 
.at each end of the year and renewed 
ae beginning of the next year? A. 
—Yes. 

Q.—The same thing applies to the 
loan to Miss Letitia A. Jones, that was 
a small loan on the security of Confed- 
eration Life stock; paid off 3lst De- 
cember, renewed 38rd January and fin- 
ally paid off on the 31st December, 
1898. There was only one renewal? 
A.—Yes. 

Q.—The same thing seems to apply 
to Mr. Gripton of St. Catharines, ex- 
cept that perhaps the loans are not 
identified in the same way, but they 
are, all upon the security of the Con- 
federation Life. There seems to have 
been three, one in June, paid off in 
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October; one in November, paid off in 
December; one in January paid off in 
July? A.—As I said before they were 
temporary loans. 


Q.—A. E. Webb, of Toronto, seems 
to have had a loan running from 
March, 1899, to August, 1901, partially 
on the security of General Canadian 
Electric, as you.seeP A.—yYes, those 
statements are doubtless correct. 


Q.—Then D. J. Macdonald, who is 
he? A.—He lives in the city here. 


Q.—Related to you in any way? A. 
—Yes, he is a nephew. 

Q.—In business? A.—No. 

Q.—He seems to have borrowed $24,- 
90( altogether, entirely upon the se- 
curity of the General Electric stock? 
A.—Yes. 

Q.—That was in 1908 and that has 
the same feature that we saw in the 
others; it seems to have been paid off 
on the 3lst December, 19038, and to 
have been renewed on the 2nd Jan- 
uary, 1904? A.—I have no personal] 
knowledge of it at all. I have no 
donbt the account is correct. When 
that loan was made I was in the West. 

Q.—Has Mr. D. J. Macdonald any 
connection with the company at all? 
A.—No connection. 

Q.—Then Mr. R. S. Baird, who is 
he? A.—He is the city agent. 

Q.—The city agent of the company ? 
He seems to have been carrying Do- 
minion Coal Stock. I should gather 
from the looks of the account that he 
was carrying Dominion Coal, Bonds, I 
think. The same thing. 

Q.—Bonds or stock, I do not know. 
The statement is headed ‘‘Loans on 
stock???’ A.—Well, it might be on 
bonds. 

Q.—I quite agree that that is not. 
conclusive. That looks as if Mr. Baird 
was carrying this stock elsewhere and 
that the stock went down and he 
wanted margins and came to your 
company to borrow the money to put 
up upon the stock? A.—TI really do 
not know whether that was the case. 
or not. I have no knowledge of it. 
I should feel perfectly secure in mak- 
ing loans to Mr. Baird, because his 
vested interests in his renewals would 
cover everything we had. 

Q.—At all events you loaned appar- 
ently upon 50 shares of Dominion Coal ? 
A.—Possibly. - 

Q.—$2,200, and that also disappears 
from the account on the 3lst Decem- 
ber, 1903, reappearing on the lst Jan- 
uary, 1904? A.—I have on persona! 
recollection or knowledge of that ex- 
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cept a recent loan made to him, I think 
it was last year. 

Q.—This was paid off finally in July, 
1904, and the security released? A.— 
Possibly. 

Q.—I am assuming, Mr. Macdonald, 
that in the transactions which we have 
reviewed here, your company has given 
us a full statement of all the loans up- 
on that class of security? A.—So far 
ey know there has nothing been omit- 
te 

Q.—Cases in which you are not able 
tu speak because of your not having a 
personal knowledge of the transactions 
of the kind we have just been speak- 
ing about, is there anyone in the com- 
pany who would know? A.—These 
loans must have been made by the ac- 
tuary, or by the actuary and Presi- 
dent while I was absent. I had many 
things to think of and I cannot recall 
everything. 

Q.—Quite so, I would not expect you 
to recall everything, but was it cus- 
tomary for transactions of that kind 
to go through without appearing on 
the Minutes of one of your commit- 
tees? A.—They would all go upon 
the records. They would enter into 
the statements that were submitted 
from time to time. 

Q.—Was the proprietary or impro- 
priety of making loans upon such se- 
curities as we have been speaking 
about ever discussed at your Board 
meeting? A.—Never. 
.  Q.—What was the position there 

with regard to matters of that sort, 
would the loan be made first and the 
attention of the Committee be called 
to it afterwards. 

Q.—The loan might be made and 
then it would appear in the statements 
as so much on loans on stocks or bonds, 
whatever it might be, reported through 
the cash statement. 

Q.—You would consider it to be with- 
in your power aS managing director 
to carry through a transaction of that 
sort and report it subsequently, rather 
than to take authority for it first? A. 
—QOh, I would consider myself auth- 
orized to carry out a transaction of a 
loan of that kind. That authority is 
supposed to be exercised by me just 
the same as the cashier of a bank 
would. 

Q.—Then you would report it to your 
committee and the Committee to the 
Board and your action would be con- 
firmed? A.—It would not always be 
reported in a formal way like that. 
That is to say to go upon the minutes 
of the committee. 

Q —I thought you said a moment 
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ago it would always go upon the re- 
cords? A.—It would go upon the re- 
cords and go through the books and 
into the cash statement. 

Q.—And that would be before the 
Committee? A.—That would be be- 
fore the board. 

Q.—But there might not be any for- 
mal minute with regard to it? A.— 
There would not be possibly. 

Q.—There would not be probably, 
would you not say? A.—Probably. 

Q.—I think with regard to most of 
them there is not any formal minute. 

MR. LANGMUIR: I would lke to 
ask Mr. Macdonald, as an investor of 
insurance funds, whether he thinks 
that there should be greater scope al- 
lowed in selecting securities for call 
loans than in the absolute purchase of 
securities? A.—I may say in reply 
that I have never been favorable to 
call loans at all and we have never 
gone into them to any very great ex- 
tent, but I should consider it very ne- 
cessary to exercise more than ordinary 
care in making loans of that nature. 

Q.—You would not give any greater 
margin ‘n taking securities hypothe- 
cated for call loans than you would in 
the purchase of them, you would not 
consider the fact that you have got 
the covenant of the borrower first and 
the security as well? A.—No, we 
never consider the responsibility of the 
berrower at all. It is the security. 

Q.—I wished to know what your view 
as a lender of insurance funds was in 
that way? A.—We are always glad 
to get a good strong man behind, but 
that does not form a matter in the 
making of a loan. 

MR. SHEPLEY: When you were 
away, would the power which you have 
just spoken of as being vested in you 
as managing director reside in any- 
body else? A.—Yes. 

Q.—In whom? A.—JIn the actuary. 

Q.—Would he have that power con- 
jointly with you when you were there 
or would it only arise in his case in 
your absence? A.—In my absence. 

Q.—Is there a by-law or a minute 
ppon the subject of his powers? A. 
—Yes. 

Q.—And that is the power that you 
say he had. Then there is a prohibi- 
tion in your Act, I think it is the 27th 
section, against loans to officers. Has 
that been always obeyed by your com- 
pany? A.—It depends upon what you 
would describe as officers. 

Q.—For the moment I will leave the 
definition to you? A.—Well, I am 
au officer of the company, the Presi- 
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dent is an officer of the company, and 
the Vice-President. These are the 
regular officers. That has been fol- 
lowed out, 
Q.—You would not include as off- 
cers any persons ranging below you in 


responsibility? | A.—I think it would 
hardly be fair to do so. 
Q.— Why - A.—Because I think 


it is generally understood that the offi- 
cers are the responsible officers. 

Q@.—I do not know how you draw 
that distinction. Are not all of them 
responsible? A.—Well, for example 
we have an accountant. We do not 
call him an officer of the company; he 
is an employee of the company. There 
is a possibility of the actuary being an 
officer of the company. 

Q.—What do you say of the actuary? 
A.—Well, in a sense he is an officer 
of the company, in that position of 
actuary, but I scarcely think he occu- 
pies the same position that I would 
myself, 

Q.—In your absence he performs the 
same functions with respect to loans? 
A.—Yes, well, a director of the board 
might be appointed to do that. The 
by-laws provide for it as a matter of 
act. 

Q.—A director, of course, would be 
within the prohibition. 

Q.—I see that someone for the as- 
sociation, in filling up one of these 
schedules, has spoken of yourself and 
the actuary as the chief executive offi- 
cers? - A.—Yes, so we are. 

Q.—I suppose if you and the actuary 
are the chief executive officers, it ne- 
cessarily follows that the actuary is 
an officer? A.—Yes. 

Q.—Then I gather from what you 
have said that in respect of other offi- 
cers than the President and the Vice- 
President and yourself and the direc- 
tors, this prohibition has not been al- 
‘ways kept in mind? A.—No, that 
is to say, the employees, advances have 
been made at times I think to the ac- 
tuary and also to the others. A loan 
was made to myself at one time on my 
policies, part of which is outstanding 
still, but that was not borrowing in 
the ordinary sense. 

Q.—That was not borrowing, you 
think? A.—No, because it was on 
my policies, I can borrow on my pol- 
icles. 

Q.—The Act does not say anything 
about the securities, you know. Just 
look at it again. 

MR. NESBITT: The company is 
bound by its contract is it not, in a 
policy, to advance? A.—Certainly, 
and that was distinctly made. 
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MR. SHEPLEY: ‘No director or 
officer of the Association shall become 
a borrower of any of its funds.’’ Are 
you drawing a distinction that he is 
only borrowing his own funds? A.— 
Practically; that is to say, the loans 
are upon the policies. 


Q.—They become his funds if he 
keeps on making his payments and 
becomes entitled? A.—The payments 
are already made. 


MR. NESBITT: Just the same as if 
he died, they would have to pay his 
widow. 

MR. SHEPLEY: That I think 
would be a different thing. At all 
events what we are concerned with is 
the fact and it will be for someone 
else to declare about the principle. 
That has taken place, there have been 
loans upon policies in more than one 
case? A.—No, not that I can recall. 


Q.—And there has been a loan you 
say to the actuary? A.—Advances 
have been made. 

MR. NESBITT: To what extent? 
A.—I could not say to what extent. 
$1,000 possibly, something of that 
kind. 

MR. SHEPLEY: I was not so con- 
cerned with the amount as with the 
fact. 

Q.—And without security, I think? 
A.—Just an advance on account of 
salary. 

Q.—How long did that continue? A. 
—Well, it was not supposed to con- 
tinue very long. a 

Q.—We will look at the account if 
it becomes material. You told me 
when I was speaking of the loans to 
brokers and others of some actual pur- 
chases that you had made. Those will 
be found in this Exhibit, this schedule 
which is called ‘‘N’’ ‘“‘Schedule of Se- 
curities?’? A.—I don’t know. Pur- 
chases that I made? ol 

Q.—Yes, purchases of securities for 
the company, of course? A.—Oh yes. 

Q.—I see that in the early history 
of the company you dealt very largely 
in municipal debentures? A.—Yes. 

Q.—That was the favourite class of 
security apparently in those days? A. 
—Only in part. I think we always 
invested more on mortgage. __ 

Q.—I mean apart from lending upon 
mortgages and real estate. I am in- 
terested in facing the extent to which 
you departed from the principle in 
your dealings; otherwise than upon 
mortgage. In 1891, for instance, you 


dealt, apart from mortgages, exclusi- 


vely in municipal debentures. You 
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did not buy stocks or bonds at all? A. 
—I suppose not. 


Q.—From 1892 to 1898 inclusive, the 
same. It was not until 1899 that 
you apparently first engaged in the 
purchase of other classes of securities, 
and in 1899 you commenced your in- 


vestment in Commercial Cable Bonds? 
A.—Yes. 


Q.—You did not do very much; in 
that year I find that you purchased 
bonds to the par value of $15,000? A. 
—We purchased bonds altogether I 
know to the amount of $25,000, but 
just what kind I cannot say. 

Q.—And Messrs. Osler & Hammond 
were your brokers? A.—Yes. 

Q.—Or perhaps you purchased di- 
rectly from them? A.—We purchased 
through them, I think. 


Q.—Through them or from them, lL 
suppose it does not make any differ- 
ence? A.—No. 

Q.—Then in January of 1900 you 
purchased another $10,000 making 
your holding in all $25,000P A.—Yes. 

Q.—That same year, in February, 
you invested moderately in Bell Tele- 
phone Bonds? A.—Yes. 
- Q.—Apparently to the extent of 

$9,000? In those days, Mr. Macdon- 
ald, you did not apparently invest 
the money until you had to invest? 
A.—Not as a rule.—We have on one or 
two occasions. 

Q.—But up to 1899 and 1900 you do 
not seem to have ever loaned money 
that you did not have already on hand 
to loan, or invested money that you 
did not have to invest. In other 
words, up to that time you had never 
anticipated your ability to invest. 
That is right is it not? A.—I think 
so. I don’t think that at any time 
we have done that. 


Q.—At all events at present I am 
concerned with making that clear. 
Then in that same year, in 1900, you 
made some investments to the extent 
of $75,000 in Quebec Harbor Trust 
bondsP A.—Yes. 

Q.—Can you tell me speaking gen- 
erally, what the security lying behind 
those bonds is? A.—Practically Gov- 
ernment security, the Government of 
the Dominion. 

Q.—Do you say they are guaran- 
teed by the Government? A.—Prac- 
tically guaranteed by the Government. 

Q.—They are, of course, a good se- 
curity and you have always held them? 
A:—Yes: 

Q.—You have never given them up. 
Then in the same year you made an 
investment in November in the bonds 
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of the Toronto Hotel Company, $10,- 
000? A.—Yes. 

Q.—Will you tell us about that, | 
please? A.—The facts are there. 
They are mortgage bonds and the 
Board thought it desirable to make 
the investment that is there set forth. 

Q.—Do you know what the total is- 
sue of bonds was? A.—TI knew, but 
I could not say off hand now. 

Q.—You did know yourself? A.— 
Oh, we did know, because the facts 
were all before the Board and very 
fully discussed. 

Q.—yYes, I have been interested in 
reading the discussions of the board. 
Now will you tell us how your com- 
pany came to make that investment. 
A.—It was simply a proposition put 
before the board and they considered 
it. J think it was Mr. Amilius Jarvis 
who was the medium of bringing it 
before the Board. 

Q.—It was not supposed to be a 
eilt edged investment was it? A.— 
Well, some members of the Board seem 
to have more confidence in it than ! 
think I had myself. 

Q.—There was more public spirit 
behind that investment than there was 
anxiety to make a return for the 
money, was there not? A.—Well, 
there was certainly public spirited- 
ness behind it, I think, but at the 
same time that public spiritedness was 
followed up by @ statement of the be- 
lief that it was a good security. 

Q.—You still hold those bonds? A. 
—Yes and we get interest half yearly 
upon them. 

Q.—At what rate? 
I think it is. - 

Q.—They are not marketable, ot 
course? §$A.—I have never tried. 

Q.—You know that, do not you? 
A.—No, I do not know that. We 
have never tried to sell. 

Q.—There may be a reason for that. 
You do not consider them to be a 
marketable security to day, do you? 
A.—Well, I have not seen any sales 
noted and they-are not on the market 
so far as I know. Whether they 
could be sold or not I am not in a 
position to say. 

Q.—Then that was for 1900? ©In 
1901 you purchased more Bell '‘lele- 
phone bonds and you also purchased 
the Toronto Electric Light Company’s 
bonds to the extent of $25,000.  Ap- 
parently this schedule has been made 
out in a way which is a little trouble- 
some for us to follow. There is To- 
ronto Electric Light Company 4} per 
cent. bonds $25,000. That is under 


A.—5 per cent. 
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the head par value. Then comes $25,- 
000 price rate 1014. That figure can- 
not be right, can it? A.—No, I don’t 
think it can, that price, if it is at. a 
premium of 13 they must have cost 
more than $25,000. 
Q.—That seems to run all the way 
through here in some cases.  ‘I'hen 
Bell Telephone on July 30th of that 
year, 1901, you purchased $25,000 at 
113, and the price there seems to be 
carried out at 113, $28,250? A.—Yes. 
Q.—Then in December you bought 
from Ames & Co., Bell Telephone again 
to pay you 41-8 and they were 5 per 
cent. bonds, $8,632.80 appears to be 
the par value and $8,632.80 seems to 
be the cost. I wish you would tell 
me about that because that seems in- 


-explicable to me, either of those fig- 


ures? A.—Well, I don’t think that 
ean be correct. 

Q.—That would not be a par value? 
A.—Possibly that should be merely the 
$8,000 and this would represent the 
premium. You must remember | am 
more ignorant of this statement than 
you are because I have not seen it and 
I was in the West Indies and I have 
had too much to do since I came home 
to go through these figures. 

Q.—You remember that you did buy 
Bell Telephone bonds? A.—I know 
we bought bonds from time to time. 

Q.—That transaction was on the 2nd 
of December that I have just pointed 
out to you. On the 3lst of January, 
1902, there,is a similar transaction in 
Bell Telephone $57,367.20, carried out 
in each figure, and those two figures 
added together, the 57 and the8 make 
exactly $66,000. Does that throw 
any light upon it? A.—I cannot tell 
you anything about it without going 
back to the original entries. We can 
have it looked into. 

Q.—I am sure you will, but can you 
tell me this, it would not be, as far 
as you can see, at all possible that you 
should buy bonds of a par value of 
$8,632.80 P A.—It is not usual. I 
am inclined to think a mistake has 
been made there, that that should be 
probably $8,000 and this really the 
premium on it. 

Q.—I was inclined to think so too 
but those two when added together 
make exactly $66,000? A.—But they 


are bought at different times apparent-- 


ly and these represent the dates of 
the purchases. This may not neces- 
sarily have the slightest connection 
with that. : 

Q.—Except that they together make 
up an exact round figure? A.—Yes, 
they may do that. I think the mis- 
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take is that probably the premium nas 
been put in. 

MR. NESBITT: We will get the 
ledgers up. It is plain that a mistake 
has been made? A.—I am sorry you 
have had ‘trouble, because if you had 
referred to the office that could have 
been saved at once. 


MR. SHEPLEY: Now I have got 
into 1902. During all these years you 
were still investing very considerably 
in municipal debentures? A.—Yes, 
and in industrials too, such as tale- 
phone. 

Q.—I am trying to distinguish be- 
tween the two. Municipal debentures 


form a class by themselves. 'l'hen 
investment in commercial bonds is a 
different class of investment. Your 


transactions were not comparatively 
very large up to the time we have 
now reached, 1902? A.—We were 
simply putting so much in debentures. 


Q.—And your investments in what 
I call commercials were comparative- 
ly small as compared with your muni- 
cipal debentures? A.—For the rea- 
son that it was only in 1899 that ex- 
tended powers were given in connec- 
tion with these investments. 

Q.—You must remember, of course, 
that you have greater powers than 
the general Act gave you before 1899? 
A.—I don’t think we had. 

Q.—Colonel Macdonald told us that 
you have always considered that you 
had which ever power was wider? A. 
—Yes, we certainly would exercise it, 
but I am simply pointing out that it 
was then we were authorized and it 
was only subsequent to that that we 
have invested in stocks, for example. 
In our own Act we could invest on 
the security of certain stocks but in 
the Amendment in 1899 the power was 
given to invest in. 

Q.—This seems to be the power you 
had in 1890; a new section 21 was 
passed P A.—Well, I think it was 
the old re-enacted. 

Q.—Then your present Section 21. 
However, I will not take time over 
that; we can straighten that out here- 
after. What you say sounds entirely 
logical and reasonable, that you treat- 
ed your powers as being implemented 
by the general legislation of 1895? A. 
--Y 65. 

Q.—Then in 1902 besides the Bell 
Telephone purchase that we have refer- 
red to, what is this Sydney Mines, is 
that municipal? I think there is a 
place called Sydney Mines? A.—Yes. 
that is municipal. 
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Q.—Then you commenced purchas- 
ing Mexican Government bonds? A. 
—Yes. 

Q.—That was in connection with the 
extension of your business into Mex- 
ico? A.—Yes, I fancy that was for 
our deposit. The first purchase would 
be for our deposit. 

Q.—Apparently it was $19,438.45, 
bought at 92, so that cannot be quite 
right either. However, we will have 
that all cleared up together. ‘I'hen 
you bought Calgary & Edmonton, what 
was that, railway bonds? A.—No, 
they were land bonds. 

Q.—Land bonds issued by what? A. 
—By the railway, bonds issued on the 
security of the land. 

Q.—But issued by a railway com- 
pany? A.—yYes, by the Calgary and 
Edmonton. No, that is a land com- 
pany. 

Q.—Just pausing there, was that a 
security in which you were authorized 
to invest according to the Act as it 
was passed in 1899? <A.—That was 
the opinion of the Board when they 
decided to purchase, because they 
were land bonds, practically first mort- 
gage bonds. 

Q.—That is they were bonds issued 
by a land company secured by a mort- 
gage to trustees upon their land hold- 
ings? A.—yYes. 

Q.—And in that sense you looked 
upon them as mortgage securities? A. 
— Yes: 

Q.—You would make inquiries about 
that at the time? A.—Oh, it was fully 
discussed before the board. 

Q.—Apparently you bought to the 
extent of $45,000 paying 96? A.— 
Yes. 

Q.—Then in 1903 you seem to have 
purchased some Nova Scotia Steel? A. 
Yes. 

Q@.—And also some Dominion Coal, 
$9,000 of oné and $7,000 of the other. 
Those you now know to have been un- 
authorized ? A.—At that time we 
bought these under the supposition 
that they were allowed by the Act. It 
was not until a year afterwards or 
more that I learned. 

Q.—You bought the Nova Scotia 
Steel from Osler & Hammond and the 
Dominion Coal from Ames & Co? A. 
Yes. 

Q.—Then you apparently bought 
some more Nova Scotia Steel through 
R. Wilson Smith. Who is he A.— 
A broker in Montreal. 

Q.—That year you also went into 
Montreal Light, Heat and Power to 
the extent of $75,000, and those you 
sstill hold? ~ Av—Yes: 
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Q.—Then. in 1904 you went into 
Victoria Rolling Stock. What is 
that? A.—That is a company that 
provides rolling stock for the C.P.K. 

Q.—Where are its operations carried 
on? <A.—Toronto. The rolling stock 
is rented to them and so much paid 
off each year, a certain per centage. 

Q.—You bought that for 42 paying 
$67,000 odd for 63,000 dollars of the 
stock? A.—If it is so stated. 


Q.—Then that year again you seem 
to have gone into Mexico, Government 
Bonds? A.—Gold bonds, I fancy, 
yes. 

Q.—That seems to be different trom 
the Mexican Government bonds otf 
1902? A.—Yes, the one is silver bonds 
and the other gold. 

Q.—The Government bonds purchas- 
ed in 1902 are payable in silver?  A.— 
In silver. That is the law of the 
country. 

Q.—And not payable until 1924 while 
those purchased in 1904 are due in 
1915 and bear 5 per cent. interest also, 
and you say they are payable in gold? 
A.—Yes. 

Q.—Do you remember whether any 
of these transactions were initiated or 
commenced in 1903, these Mexican 
Government Bonds? A.—I could not 
say. We gave orders to try and pur- 
chase these. They were not easily 
obtained and I cannot say when we 
first gave the order to purchase. IL 
think as a matter of fact we had to 
communicate with the London Market. 

Q.—Your total holdings seem to have 
come up to about $100,000. Were 
these bonds expressed in pounds or 
dollars? A.—I am sure I could not 
at the moment say, but I-think they 
are in pounds. . 

Q.—There is the same thing here, 
7,000 and 7,000, 10,000 and 10,000, al- 
though you were purchsing at 100.43? 
A.—yYes, we had to pay a small pre- 
mium. 

Q.—So that those figures require 
amending ? A.—Yes, they. must be 
incorrect. 

Q.—Then in 1905 you purchased 
Winnipeg Electric Ralway? A.—Yes. 

Q.—You purchased Niagara Falls 
Park and River Railway, and other- 
wise confined yourself to municipals 
as far as this statement shows? A.— 
Yes, with bonds; then, of course, with 
stocks we had purchased others. 

Q.—But you confined yourselves in 
your transactions in .1905, with the 
exception of Winnipeg Electric Kail- 
way, amounting to altogether? A.— 
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Well, we had a considerable holding 
of them. 

Q.—About 121,000? A.—We had 
no object, we were just buying on the 
merits of the bonds when they hap- 
pened to be on the market. 

Q.—Niagara Falls Park and River, 
$50,000, and the balance of your in- 
vestments in that year, which amount- 
ed altogether to $461,000, would be 
made up of municipals? A.—lI think 
so. 

Q.—That is the end of that state- 
ment. Now you have given us next a 
statement of the bonds you have sold. 
You have sold 2 lots of municipal 
bonds, New Westminster and Bran- 
donP A.—Yes. 

Q.—You have made a profit upon 
New Westminster bonds of $1,140 and 
you have made a loss on the Brandon 
bonds of $116. How was that. Had 
you not purchased closely enough?’ A. 
—What does your question refer to? 

Q.—To the loss on the Brandon 

bonds? A.—We decirded to sell.the 
Brandon bonds because Brandon was 
getting into a very bad condition. We 
had an offer for them through a brok- 
er—I don’t remember what broker— 
and we sold them. There must have 
been a slight loss in the matter. 
. Q.—If you had reason to anticipate 
that there would be a failure to col- 
lect the bonds in full you would be 
justified in selling? A.—There was 
a rumour that they were applying, and 
they did apply, to the Legislature for 
relief, and we had reason to antici- 
pate that, and that was the reason we 
sold them. 

Q.—Then you sold your land bonds 
-of the Calgary and Edmonton? A.— 
Yes, because of the possibility attach- 
ing to them; the possibility was, the 
head office of the institution is in Lon- 
don and certain of these bonds could 
be recalled by public notice; that 1s to 
say paid off. There was a certain 
number of them drawn and paid ott 
each year. The advertisement in re- 
gard to them appeared in a London 
paper and might not be known here. 
As a matter of fact some of the bonds 


- that were held by us were those that 


were drawn. We did not know of it 
till long after, but under the notice 
the interest for the time was prevent- 
ed, and we considered it undesirable 
to hold bonds where that might occur 
again and therefore we sold them. 
‘Q.—That was a disability which at- 
tached to the bonds from the begin- 
ning? A.—From the beginning. 
Q.—That perhaps had not been no- 
ticed, or if it had ‘been noticed not 
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to it when you purchased? A.—1 
don’t think 1 paid sufficient attention 
to notice that. However, it was the 
fact that decided the sale. 

Q.—Then you also got rid of your 
Nova Scotia Steel and Dominion Coal? 
A.—Yes. 

Q.—Both of them at a slight loss? 
A.—Yes. 

Q.—The application of Brandon for 
relief, you mean by that lookng to- 
wards the repudiation of their obliga- 
tion or part of itP A.—Well, yes. 

Q.—Then those were the bonds and 
debentures purchased and you have 
also been good enough to furnish us 
with a statement of the stocks which 
have been purchased. You have pur- 
chased Consumers’ Gas Stockr A.— 

Q.—You* purchased Commercial 
Cable Stock? A.—Yes. 

Q.—Canada Permanent Mortgage 
Corporation? A.—yYes. 

Q.—Ontario Bank? <A.—Yes. 

Q.—Bank of Ottawa? A.—Yes. 

Q.—Dominion Bank? A.—Yes. 

Q.—Bank of Hamilton? A.—Yes. 

Q.—Bank of Ottawa? <A.—Yes. 

Q.—Imperial Bank? A.—Yes. 

Q.—Canadian Pacific? A.—Yes. 

Q.—And Commercal Cable again? 
Then in 1905 you purchased, what is 
that, the Mackay Company? <A.—It 
was not purchased, it was the transfer 
of the Cable stock that went into what 
was called the Mackay Companies. 

Q.—What are the Mackay CUom- 
paniesP A.—It is really the same as 
the old Cable Company. 

Q.—It is a sort of trust which con- 
trols several cable and telegraph com- 
panies? A.—Yes. 

Q.—The Mackay Companies do not 
furnish any information of their oper- 
ations, do they? A.—There is a re- 
gular report of the Cable Company 
each year. 

Q.—That is of the subsidiary com- 
pany, but of the Mackay Company it- 
self ? A.—Oh no, I have not seen 
anything of the Mackay Company. 

Q.—Do you krow anything about 
their method of operation? A.—No. 

Q.—They control, of course, all the 
subsidiary corporations? A.—But 
they seem to keep separate accounts in 
their dealings with them. 

Q.—And they assess so much upon 
each Corporation according to the di- 


‘ vidend they want to pay? A.—No. 


Q.—Into the central company? A. 
—I don’t know about the central com- 
pany, but so far as the company re- 
presented by our shares in the Cable 
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Company, it shows that it is paid trom 
the earnings of the Cable Company it- 
self. 


Q.—We are not talking about the 
same thing. You have in the first 
place a large holding of stock in the 
Commercial Cable? A.—Yes. 


Q.—A very considerable holding. Do 
you know how much altogether? A. 
—I don’t know I am sure. I think 
originally we had probably about 7 or 
800 shares before the readjustment. It 
is not safe for me to speak from mem- 
ory. 

Q.—When you say readjustment I 
do not know whether I understand you. 
A.—A proposition was made to have 
these shares transferred and accept 
the new stock of the Mackay’s Com- 
pany, and that was done. In con- 
nection with it there were two shares 
of the new for each one of the old and 
then there were also two shares given, 
if I remember rightly; of the common 
stock. That is the preferred shares 
became two and also the common stock 
two. 


Q. Then do I understand you to 
say that the Commercial Cable stock, 
your total holding in that was convert- 
ed into Mackay’s stock? A.—Yes, re- 
ceiving from it two preferred shares 
for each share of the Cable stock and 
two shares of common stock. 


Q.—Then that transaction does not 
appear upon this schedule, because the 
Mackay Company only appears at 
$8,542.16? A.—That is a subsequent 
purchase probably. The cleaning up 
of it would show. 

Q.—The Commercial Cable which you 
have spoken of as being converted 
still stands in the schedule you have 
furnished us, as Commercial Cable, it 
does not show conversion? A.—I don’t 
know as to that. It is the case at any 
rate. These have been all sold. 

Q.—When? A.—They have been 
sold this year and they have been sold 
at a profit to the company of $65,- 
0000 odd hundred, and it is a shame 
to have to sell such good securities, 
but still we have to do it, because it 
is outside the law. 

Q.—Then you sold also your Can- 
adian Pacific? A.—Yes. 

Q.—And you made a very consider- 
able profit there? A.—We made some- 
thing over $68,000 on Canadian Paci- 
fi 


Cc. 

MR. SHEPLEY: That finishes a 
subject and perhaps it would be con- 
venient to adjourn. There are same 
of these book-keeping items in which, 
during the adjournment, I want to 
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get these mistakes cleared up. The 
time will not. be wasted at all. 
(At 12.55 adjourned to 2 o’clock.) 


AFTERNOON SESSION. 


—Resumed aS 2 P.M., May 28th, 
1906. 


an eae of Mr: J._K: Mac- 
donald continued: 


MR. SHEPLEY: I see, Mr. Mac- 
donald, in the Finance Committee min- 
utes of the 26th February, 1904, that 
you reported that after consultation 
with the President and Vice-President 
you had authorized Messrs. Osler & 
Hammond to purchase up to $100,000 
of the five per cent. Gold bonds of the 
Republic of Mexico. The Committee 
approved? A.—Yes. 

Q.—It was in consequence of that 
authorization that the transaction in 
Mexican gold bonds which afterwards 
took place? A.—Yes. 

Q.—And_ that had no connection at 
all with the purchase of the silver 
bonds in 1902? A.—None at all. 

Q.—Were you contemplating then 
buying gold bonds to the extent of 
$100,000 in addition to the silver 
bonds? A.—We were doing that as 
we thought it would strengthen our 
position in the country. 

Q.—That isin Mexico? A.—Yes. 

Q.—In view of your opinion ex- 
pressed to me this morning that your 
power of investment in Mexican se- 
curities was unlimited? A.—Yes. 


Q.—I have here what has been given 
us by your people, and which we looked 
at for a moment this morning and we 
came to the conclusion that that could 
not be quite right, and there is one 
cross-entry at all events and therefore 
I have got from your people a state- 
ment taken from the books of Messrs. 
Osler & Hammond? A.—Our own 
books will show what is correct. 

Q.—I am more familiar with this 
now than I am with your books, and 
if we can get it from this to your sat- 
isfaction, so that you will be satisfied 
it is right, I will be content? A.—(Wit- 
nes: looks at debenture register) The 
silver bonds come first, do ons want 
those P 

Q.—No? A.—There is the gold 
bends, and here is apparently the dif- 
ferent purchases, and that answers the 
question you asked me this morning— 
the cost of that purchase which would 
amount to $50,925, stands us $51,- 
026.88, chats is the cost— 
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Q.—I think I can develop that in a 
little more detail in the Osler & Ham- 
mond account; on the 10th March Osler 
& Hammond account shows that they 
purchased for you £38,500 of these 
bonds at 100 3/8? A.—There it is 
there. ; 

Q.—Is the price shown? A.—Yes. 

Q.—And the date is shown 10th 
March, 1904? A.—Yes. 

Q.—And the total price which Osler 
& Hammond paid out for them seems 
to have been $17,165.33? A.—Yes; 
that is not entered here, the whole 
amount. 

Q.—We will probably get that exact- 
ly from this account which is at the 
end; on the same day you seem to have 
given them your cheque for $17,000? 
A —Very likely, I do not know; you 
see they were buying more. 

Q.—Do you recollect how you paid 
Osler & Hammond, from time to time 
as they bought? A.—They sent up 
their broker’s note, we usually got it 
by the mail in the morning, and a 
cheque went out on that note the same 
day we received it. 

Q.—Can you account for the reason 
why the amount of the cheque they 
paid was $17,165.33, while the amount 
of your cheque was just the round sum 
of $17,000? A.—Not unless they 
made it just because they were buying 
more. For example, here is a pur- 
chase within a few days afterwards, 
different puzchases, the 10th, 15th, 17th 
and 21st. 

Q.—On the 15th March they pur- 
chased $1,000 of these bonds at 100 
5/8? A.—Yes. 

Q.—Paying out for them $4,914.33, 
and they seem to have got your cheque 
that day for $5,000? A.—Yes. 


Q.—On the 16th another $1,000? A. 
—Yes. 

Q.—That was at 1003/4? A.—Yes. 

Q.—And they seem to have paid $4,- 
921.43 for them, and your cheque went 
to them for $5,000, that left a debit 
balance of $1.09 against you according 
to the Osler & Hammond account? A. 
—Yes, and there was a further pur- 
chase. 

Q.—Then on the 2lst March they 
purchased £5,000 at 100 3/8, paying 
ont $24,511? A.—Yes. 

Q.—And thereupon you sent them 
your cheque for $10,000? A.—Yes. 

Q.—Can you explain why you did not 
send your cheque for the large amount? 
A.-—No. I see that the total] purchases 
up to that date amount to £10,500, 
and they stand in our books, the price 
paid for them is $51,026.83, that is 
lumping all these purchases. 
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Q.—What I am concerned with at 
the moment is this, if you can tell me, 
when they had purchased to the ex- 
tent of $24,511, you only sent them 
$10,000 at that time? A.—I do not 
know I am sure why. 

Q.—Can Colonel Macdonald explain 
that? A.—I do not think he could; 
I do not know without reference to the 
original broker’s note, what reason 
there would be for it; certainly it has 
no significance as to anything behind 
it: 

Q —That left $14,512.09 to your deb- 
it. and that debit was not made good 
till the 10th June? A.—That was 
very possible, that they purchased, and 
the funds may not have been in hand, 
and came in a few days afterwards 
and paid off; it may have been, but I 
do not know. 

Q.—You think it is possible you may 
not have had the funds on hand at the 
timeP A.—That only occurred to me 
as a suggestion. 

Q.—Was it any part of the arrange- 
ment with Osler & Hammond that they 
should carry it for you? A.—No. 


Q.—That apart from the question of 
the possibility of your not having had 
a sufficient sum on hand at the time 
no other explanation occurs to you of 
why that stood for two and a half 
months? A.—I don’t know, unless 
it was by arrangement that they were 
to do that. Of course we had no dif- 
ficulty in getting funds. Our bank 
would have cashed our cheque. Tt 
may have been there was some arrange- 
ment for them to carry out. 

Q—They were charging you inter- 
est? A.—Yes, they would charge pro- 
bably interest on the bonds. . 

Q.—Tell me please what sum you 
have there as the precise cost of these 
bonds? A.—That is of this block? 

Q.—Yes? A.—$51,026.83. 

(J —Does that include the interest? 
A.—No, I fancy that would be the 
bonds; the interest would be charged 
to a different account, that would be 
for the bonds themselves. 

Q.—What I find about that in this 
account is that on the 10th June you 
send your cheque for $15,000, they 
cherge you up interest at 5 per cent., 
$101.36, and they returned you cheque 
for $292.85; that would leave the bonds 
standing you including interest, as I 
make it out $51,707.15? A.—This is 
the correct amount, I do not know how 
yeu make that out. 

Q.—I am only speaking from this 
account: do vou remember the circum- 
stances ? A.—No; I remember the 
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purchase very well. If these were 
held any length of time, and they paid 
the money, of course they would charge 
me interest when we were finally set- 
tling up, but that is the cost of the 
bonds to the company at the price at 
which they were purchased. 

().—Does that book enable you to 
say when you squared up? A.—No, 
this is merely the entry. The other 
ledger would probably show when we 
gave the cheque for it. 

Q.—On the 29th June Osler & Ham- 
mond bought another $9,500 according 
to their account at a cost to them of 
$47,868.60, plus insurance and _ post- 
age $32.26; making a total of $47,- 
900.86? A.—There is the entry; these 
surcharges would be charged -to an- 
other “account. 

Q.—And opposite to that you have 
written ‘‘Stand us $47,868.60?’? A.— 
Yes, 

Q.—That seems to be in the Osler & 
Hammond account the amount of the 
purchase excluding insurance and 
postage? A.—Yes. 

().—And that purchase was made at 
102 7-8 and commission? A.—Yes. 

Q.—That was the 29th June, and on 
the llth July you seem to have paid 
them $20,000 on that aceount? A.— 
Yes, possibly. 

Q.—Is there any other book of yours 
that would help you to assent to these 
figures ? A.—I can assent to them 
readily, because I am satisfied they 
are perfectly correct. They may 
bave been carrying these bonds . for 
some few days or for a few weeks, and 
of course these payments that are set 
forth there would correspond with the 
length of time they had been carry- 
ing them, 

().—That depends upon what you 
mean by a few days or a few weeks, I 
want to get the exact facts with re- 
eard to it? A.—That ledger there 
will show when the cheque was issued. 

Q.—You understand that I would 
like to have your assent, but I want 
it to be entirely voluntary? A.—Cer- 
tainly. I am very glad to give you 
all the information in my power. 
What is the first date? 

Q.—The first date was the 29th June 
when the bonds were purchased in 
Osler & Hammond? A.—That is not 
in this ledger at all. 

Q.—Had you at or about the same 
time given them any specific instruc- 
tions in regard to the, purchase of 
any other securities for you? A.— 
Not that I am aware of, I cannot tell 
you from memeory. 

().—Do you remember when you de- 
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cided to buy Consumers’ Gas stock? 
A.—We decided that at several times; 
our purchases were made at different 
dates. We may have purchased some 
through them, and we purchased some 
through Pellatt & Pellatt, I remem- 
ber. i : 
Q.—Through Osler & Hammond you 

purchased 610 shares in ‘October and 

November, 1904? A.—It is very pos- 

sible, I have no doubt we did. 

Q.—I will just have these figures. 
put upon the record; after the cheque 
in July the next transaction seems to. 
have been this, that on the 80th Sep- 
tember Osler & Hammond charge you 
up interest $383.33; you were paying 
interest. therefore upon the balance 
of the purchase money to Osler & 
Hammond? A.—I presume that would 
be the case. 

Q.—And that would be interest at 
Oo percent: Pi) A.-+Y és: 

(.—That was the rate that coverned, 
was it— A.—I presume whatever the 
rate stated there. 

Q.—It is stated here at 52 A.— 
That would be correct. 

Q.—Then in ‘October and November 
ranging over a very tew days, from 
October 28th to’ November 8th, they 
purchased 610 shares of Consumers’ 
Gas stock for you? A.—Yes, possibly. 


().—That was made in five purchases, 
first 460 shares at 2103, $47,479.50: 
then 115 shares at 210}, $12,118.12; 
then 20 shares at 2103, $2,107.50; then 
14 shares at 2103, $1,475.25: and then 
one share at 2104, $110.37? ee | 
have the account of the Consumers’ 
Gas here. 

Q.—Having acquired those 610: 
shares for you they continued to hold 
them, and they were also holding these 
£9,500 of Mexican? A.—I cannot 
speak from memory whether thev- 
Were doing so or not. : 

().—The account shows when these 
were delivered a little further down. 
and I am speaking from this account? 
A.—Yes, 

Q.—On the 30th November and not 
before vou paid them another $10,- 
O00? A.—It is quite correct I have. 
no doubt. 

Q.—On the 6th December vou paid 
them $20.0002? A.—No doubt we did 
‘f it is stated there. 

Q.—I want to call your attention to: 
the position of the account during this 
period; in June vou see they had ad- 
vanced over $47.000. in July vou had’ 
p2id them back $%20.000. making a 
dobit of $27.900. In September thev 
had charged up interest, in October 


> 


* books? 


\ INSURANCE. 857 


SESSIONAL PAPER No. 66 
30th day, May 28th, 1906. 


and November your debit had increas- 
ed by reason of the purchase of this 
Consumers’ Gas stock to $42,572.93, 
and on the 380th November you re- 
duced that by $10,000? A.—Yes, they 
were simply buying on our instruc- 
tions on our account for delivery later, 
I presume. 

Q.—You were entitled to delivery 
whenever you chose to pay? A.— 
Yes. 

Q.—That is so always when a brok- 
er buys for you? A.—Yes. 

Q.—Are you able to speak of that 
cheque on the 6th December for $20,- 
000 ,how was that treated in your 
A.—The books themselves 
will show, I could not tell you from 
memory. 

Q.—Is the book here which will 
show? A.—We haveée sent for it. 

Q.—What I find from Osler & Ham- 
mond’s books is this, that of that 
~$20,000. $17,868.60 was allocated to 
the Mexicans? A.—Very likely. 

Q.—Which would make the balance 
of $47,868.60, which appears in your 
books? A.—I presume so, I have no 
doubt in paying a cheque, where the 
two purchases were there, it would be 
simple to suggest to them to put so 
much to one and so much to the other 
an ordinary business transaction. 

-Q.—Can you tell me when that allo- 
cation to the Mexican bonds of a spe- 
cific part of this $20,000 cheque was 
made? A.—At the date when the 
cheque was sent I presume. 

Q.—I find on the 21st December 
which was two weeks later, the £9,500 
of Mexican bonds are said in this ac- 
count to have been delivered to you? 
AY es. 

Q.—Treating it so, as you- yourself 
treated it, that would mean that you 
had purchased bonds through Osler & 


. Hammond in June which were not 


delivered to you until December Ist. 
and which vou did not pay for in full 
ti'l December ? A.—I_ presume }t 
would. The ledger is here now, it 
vou wish to”see it. (Produces.) Here 
are the Mexican bonds, there was 
$7,000 apparently paid on the 10th 
March. ard there was $10.000 again 
the same day. 

Q.—That is the earlier part of the 
vear? A.—Yes, and on the 15th there 
was $5,000, and on the 17th there was 


~ $5 000. the 21st $10,000, June 10th 


$15.000. and July 11th $20,000. 
Q.—July llth would be in respect 
of this second lot? A.—Very likely. 
Q.—What you have given me down 
to the payment on the 21st is appli- 
eable to the first half, and you have 
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dealt with that very fully? A.—yYes. 

Q.—Commence with the payment on 
July llth? A.—$20,000. Then 
there is an entry here of $15,000, which 
however is taken out by a cross-entry. 

Q.—I am leaving that cross-entry 
out altogether; the account is embar- 
rassing enough without going into the 
cress-entry P A.—I do not see any- 
thing embarrassing about it; there are 
the accounts and they are _ plain 
enough. 

Q.—I have no intention whatever of 
using any language which will provoke 
you at all; I meant it was embarras- 
sing to me; I am not a very good book- 
keeper to follow the transaction, and I 
wanted to leave that $15,000 out to 
make it simple? A.—Still the remark 
going forward as everything does, go 
into the newspapers is a very— 


Q.—Yes; now you know what I[ 
mean? A.—There is another payment 
in November of $10,000, and then 
there is a payment in December of 
$17,868.60. 


Q.—That is what I have deduced 
from these accounts, so that that $17,- 
868.60 was in truth part of a cheque 
for $20,000? A.—It may have been 
applied partly to this and partly to 
another. 

Q.—Partly to the Consumers’ Gas 
Company? A.—Perhaps so. 

Q.—After that payment of $17,868.60 
you became entitled to, and on the 
21st December you got your £9,500 of 
bunds? A.—I presume so. 

Q.—So that that puts an end to that 
for the time being at all events; we 
have already seen you had purchased 
610 shares of Consumers’ Gas in Octo- 
ber and November amounting to $64,- 
Dae Lae A.—Consumers’ Gas, I see 
on the 6th December, 1904, $10,000, 
and on the same date there is $2,- 
131.40. 

Q.—That seems to be the comple- 
ment which with the $17,868.60 makes 
up that $20,000 cheque? A.—Very 
likely it does; and then there is a 
further payment on the 30th of the 
month, the Consumers’ Gas, of $40,- 
368.60. 

Q.—Do you know how that was 
paid? A.—Paid by cheque I presume. 

Q.—Let us go back for a moment, 
because I' want to get that put just as 
vou will say it is in a moment; do you 
remember that the transaction with re- 
gard to the Consumers’ Gas stock was 
closed up by your handing over certain 
Calgary & Edmonton land bonds for 
sale, and by Osler & Hammond selling 
these bonds for you and giving you 
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credit for their proceeds? A.—I know 
that was done, but whether it was that 
particular date or not I cannot say 
from memory. 

Q.—On the 6th December, as you 
say, there was $2,131.40, parcel of that 
$20,000 cheque? A.—Yes. 

Q.—And on the 6th December there 
is a cheque for $10,000 besides? A. 
—Yes. 

Q—And on the 3lst December the 
Calgary & Edmonton bonds are credit- 
ed to you as having been realized, $25,- 
793.838? A.—Yes. 

Q.—Then there is some interest? A. 
—That is interest on the bonds. 

Q.—There is nothing else paid? A. 
—No, that would be it, and then there 
was also on their hands the bonds, the 
Nova Scotia bonds and the Coal bonds. 

Q —We have got rid of the Mexican, 
treating this account as dealing only 
with the Consumers’ Gas stock, and 
with nothing else for the moment, that 
would leave the transaction in this 
shape, would it not, at the 3lst De- 
cember, that you owed Osler & Ham- 
mond on account of the purchase of 
that gas stock $27,.41.14? A.—I 
would not like to say we did, because 
of course they gave us credit for these 
Nova Scotia Steel bonds and also the 
Coal bonds. 

Q.—They did not at that time? A. 
—Yes, here is their statement of ac- 
count. 

Q.—What statement of account is 
that; I. am assuming they give us the 
same statement they gave your? A.— 
There is the statement of account. 

Q.—Where did you see those bonds 
credited? A.—There. 

Q.—No, that is the proceeds of Cal- 
gary & Edmonton, that $25,000; but 
in the account given us those are spo- 
ken of as collateral only, those Nova 
Scotia Coal bonds, and I am trying to 
get what it was they were held as col- 
lateral? A.—They were not collater- 
al, they were in their hands for sale, 
because they thought they were going 
to sell them. . 

Q.—They did sell them but not till 
the following year? A.—Not till the 
following year. 

Q.—At that time according to their 
account you seem to owe them on Con- 
sumers’ Gas $27,041.14? A.—If those 
figures are correct. I have not gone 
over those figures or into them. 

Q.—At that time did they hand aver 
to you 500 gas shares out of the 610? 
A.—I presume they did. 

Q.—Holding the other 110 shares un- 
delivered? A.—I pnresume so. The 
amount of shares that would be shown 
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in our statement would show how many 
were held at the time at the close of 
the account, that is the report to the 
Government. 

Q.—That is what you did hold, 500 
shares? A.—yYes. 

Q.—You had in fact a right to the 
eyes 110 when that set was paid? A. 
—Yes. 

Q.—That did not appear in the Gov- 
ernment statement? A.—No. 

@).—Although they had been bought 
on your account and although you were 
entitled to have them on payment of 
that sum of money they did not appear 
in the Government return? A.—No. 
We had not them in our possession and 
we could not put them in there. 

@.—Osler & Hammond still contin- 
ued to hold those 110 shares for the 
debt? A.—Yes, I believe they did. 

Q.—And they had, according to the 
account they furnished, as collateral 
security also the Nova Scotia bonds 
$9.000 and Dominion Coal bonds $7,- 
500° A.—That as collateral is mere- 
ly put in there to save themselves, I 
presume, that it was not intended as 
aa actual purchase. 

Q.—I am not at all saying they 
would not be quite willing to hold the 
obligation of your Association, but as . 
a matter of fact the 110 shares of Con- 
sumers’ Gas at the purchase price was 
$11,578, it would not be a good se- 
curity as against a debt of $27,000; 
whereas if you add $9,000 and $7,500 
to it you do get somewhere about the 
$27,000? A.—That was precisely the 
way in which it was treated, that they 
held them. 

Q.—You agree with that, that in re- 
spect of the debt due on the Consum- 
ers’ Gas stock of $27,041.14 they were 
holding as security first 110 shares of 
gas stock, secondly Nova Scotia Steel 
and third Dominion Coal? A.—Yes. 

Q.—Not only was not the 110 shares 
of gas shown in your Government re- 
turn but the other two were not shown, 
the steel and coalP A.—Because we 
assumed them as actually sold. 

Q.—They had not then been sold? 
A.—They expected to sell them, but 
they had not got the purchaser, and 
they were not sold as a matter of fact. 

Q.—The 110 shares of gas were in a 
somewhat different position, they were 
not in their hands for sale? A.— 
No. 
_ Q.—They were in their hands wait- 
ing the payment of the debt upon 
them? A.—Yes. 

Q.—Along about that time also, a 
little before that date, in that very 
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month, indeed in December, Osler & 
Hammond had bought some Mackay 
for you, Mackay’s preferredP A.— 
Yes, 

Q.—Amounting to $28,033.62P A. 
—Yes. 

Q.—And upon that at the end of the 
year you had not paid them anything? 


, A.—I do not remember, I am sure, 


whether we had or not. 

Q.—According to their account you 
do not appear to have paid them any- 
thing. I do not see in their account, 
having exhausted all the other pay- 
ments and applied them elsewhere, I do 
not see anything that could be applied 
upon them, that would be right? A. 
—I could not say, I should have to re- 
fer to the books to see. 

Q.—I do not want to give you un- 
necessary trouble, would you rather I 
weuld go through this with Colonel 
Macdonald? A.—No, I would just 
as soon, it makes no difference at all. 
What is it you wish? 

Q.—On the 3lst December you paid 
$8,400 on that account as I find? A. 
—It does not show here. 


Q.—And got 150 of these 373 deliv- 
ered; does the book before you show 
that? A.—No, this ddes not. Here 
is 150 December, 1904, that seems to be 
taken over then. 

Q.—Is there any payment shown? 
A.-—Here is $12,181.40. 

Q.—Let me call your attention to 
this; this is the way they bring it 
down, December Ist, 1904, to balance 
against, that is against the company, 
$55,074.56?  A.—Yes. 

Q.—And perhaps that means against 
the securities, 110 gas, 3738 Mackay pre- 
ferred, $9,000 Nova Scotia, and $7,500 
Dominion Coal? A.—Yes. 

Q.—$55,074.76? A.—yYes,__ that 
would be so. 

Q.—I call your attention to how that 
$55,074.76 was arrived at; what is 
taken of course is that balance $27,- 
041.14 which is due in respect of the 
Consumers’ Gas, and to that is added 
the $28,033.62 which Osler & Hammond 
paid for Mackay preferred, and those 
two sums added together as you will 
see make the $55,074.76? A.—Yes. 

Q.—Let us sum up, because then it 
goes to the Mackay preferred on the 
same day; that would indicate, accord- 
ing to their showing in their own ac- 
eoant that you owed them $55,074.76, 
that when that was paid you would be 
entitled to get 110 gas, 373 Mackay, 
$9,000 of Nova Scotia and $7,500 of 
Dominion Coal? A.—That is what 
appears. 

Q.—Then I see that on the same day 
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according to this account you gave 
them a cheque for $8,400, and took 
over delivery of 150 shares of the Mac- 
kay? A.—I presume so. 

Q.—And then I see that on the same 
day they bought you some other bonds, 
the Winnipeg Electric Bonds for $5,- 
001, do you see that? A.—It would 
appear so, I do not remember about it 
—yes, they purchased; it is in their 
account, but after all that did not 
belong to us, we never held these; they 
went direct to some other party alto- 
gether. They went to Mr. Wyld, that 
was Mr. Wyld’s purchase. They put 
it into our account because we instruct- 
ed them to buy for us a very consider- 
able sum and it was included in that. 
This was by tender. These we con- 
sidered to be very good bonds and in- 
structed them to tender for $50, 000, 
and that included this $5,000 that is 
included there, and that was all that 
was, but that never passed into the 
company at all, nor did the company 
give its cheque "for it. 


Q.—I see it enters into this account? 
A.—yYes, but it is improperly there. 
That was paid by the purchaser’s own 
ehedues not by the company cheque at 
all. 

Q.—Leaving that Winnipeg Electric 
out, apart from that altogether you 
have 150 of your 373 of Mackay’s, and 
aM were holding 223 sharesP A.— 

es. 

Q.—And that 223, like the 110 gas 
and the Nova Scotia and Dominion 
Coal did not find its way into the re- 
turn to the Government? A.—wNo, be- 
cause it was not ours. 

Q.—It had been purchased for you, 
you owed this money on account of it; 
at all events that was the fact; we 
won’t stop to differ about that at pre- 


‘sent? A.—yYes, but the present is the 


time to deal with it, and the present 
is these were not purchased for that 
year’s accounts; we instructed them to 
purchase so many of these shares, and 
we simply took them up when we were 
ready to take them up. 

Q.—You had acquired a right and 
you had paid money for them? A.— 
Not, for these that you refer to. 

Q.—You had partly paid, you know? 
A —Certainly, but not for those par- 
ticular shares you now refer to. 

Q.—Yes; there was no distinction 
made in your payments between any 
one block of a particular stock and 
any other? A.—TI fail to see what 
point you want to make out of it. 

Q.—I am not trying to make out any 
point, I want to get out the facts? A. 
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—There is the fact, that these were to 
be taken up when we wanted them to 
be taken up, and had the money for 
them; if we had put them in on the 
one side then we would simply have 
hal to off-set it. I fail to see what 
difference it makes to the Government 
statement or any other statement. 

Q.—Are the dealings which appear 
in this account between the 4th Jan- 
uaryy 1905, and the 13th real dealings, 
all right? A.—I presume so. . 

@.—Apparently they collected cou- 
pons on the Nova Scotia Steel and Coal 
cee amounting to $270? A.— 
Tes. 

Q.—Apparently you gave them that 
cheque for $20,000 on the 5th Janu- 
ary? A.—I presume that is correct. 

Q.—On the 7th another cheque for 
$1,252.50, that however is a cross- 
entry, because that went to pay 
Streight for 15 shares of Bank of Com- 
merce? A.—Yes. 


Q.—And they collected dividend on 
the 373 shares of Mackay? A.—Yes. 

Q.—Amounting to #373, and on the 
12th January you gave them another 
seme for $10,000? A.—Apparent- 

Q.—There was some interest charged 
up, and then on the 18th January they 
carry down a balance of $21,101.08 
against 110 gas, 223 Mackay, $9,000 
Nova Scotia and $7,500. Dominion 
Coal?  A—Yes. 

Q.—We will leave out the $5,000 of 
Winnipeg? A.—Yes. They were not 
ho!lding that 101 shares of gas com- 
pany, that has been delivered. 

Q.—That was delivered on this date? 
A.—Was delivered before that, I im- 
agine. 

Q.—The releases took place in Janu- 
ary; however I do not think that is 
very materal; at all events that $21,- 
101.08 was paid? A.—Yes. 

Q.—And it was paid about that 
time? A.—It is paid along in Janu- 
ary apparently. 

Q.—I want to ask you what you did 
with these various securities which 
wovld then become released? A 
Took them over. 

Q.—The Consumers’ Gas went in‘» 
its appropriate place as a security in 
your books? A.—Yes. 

Q.—The same with the 223 Mo-- 
kae ? > A.--Yes: 

Q —What about the Nova Sentin 
and Dominion Coal. where did those 
co? A.=~They would simply come 
back into the securities again, thev 
were afterwards sold. 

Q.—T am told they came back into 
a susvense ledger? ASI “do not 
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know personally, but I see the Actu- 
ary nods his head that is correct. 

Q.—They had not been in the Gov- 
erment return at the end of the pre- 
vious year? A.—No. . 

Q.—And they did not appear in any 
subsequent Government return be- 
cause they were sold during that year 
1905? A.—Yes. 

Q.—If these were not sold in 1905 
is 1t possible in your view to justify 
keeping them out of the Goverument 
return, and if so upon what ground? 
A.—If we had held them at the end 
of 1904—I have already explained that 
we supposed these bonds were actually 
out of the ownership of the company, 
in Osler & Hammond’s hands—when 
they came back if we had had them as 
securities of the company at the close 
of 1905 they would have gone into the 
Government report. 


Q.—In 1904 as a matter of fart upon 
what subsequently developed, whether 
you are aware of it at the time or not, 
they were not securities which had pass- 
ed out of. your hands, they were se- 
curities which had been put in your 
broker’s hands to sell, and which he 
had not sold? .. Al—That as*trne.26 1 
cannot give any other explanation than 
I have already given in regard to it. 

Q.—I want to get the position, from 
every possible standpoint, and if there 
is a point that can be made in favor of 
it I want to have that, just as well 
as a point against it. When you say 
you were under the impression that 
they were actually sold do you mean to 
say you were under the impression 
that Osler & Hammond prior to the 
3lst December had actually disposed 
of them for you? A.—No, they had 
not; we supposed that they would 
have sold them and for that reason— 
we had an unsettled account with Osler. 
& Hammond at the close of that year, 
into which these securities entered, 
and they were not put in the report 
for that year I presume under the sup- 
position that they would be sold, and 
were actually out of the hands— 


Q.—But not under the supposition. 
that they had actually been sold? A.— 
No, they were not actually sold. 

().—Supposing they would be sold 
but kowing they had not actually been 
sold, do you think still you were jus- 
tified in keeeping them out of the Gov- 
ernment return? A.—I think under 
the circumstances there is justification 
for it, because they entered into the 
unsettled account that was in Osler - 
& Hammond’s hands. 
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Q.—Of course the Osler & Hammond 
account upon the omission of this 
security from the return was also 
omitted as a liability? A.—Yes. 

Q.—So that neither did these se- 
curities appear as an asset nor did the 
debt appear as a liability? A.—Let 
me admit at once that these things 
under the circumstances ought to have 
ai into the Government report, that 
is all. 

Q.—Then I think one of these secur- 
ities, the Nova Scotia Steel, was sold 
in August, and the other in May? 
A.—They were sold, but I could not 
say when. I think they were sold 
some of them at different times, not 
all at once. 

Q.—But speaking generally the sales 
were in May and August, 1905? A. 
—Very possibly so. 

Q.—And they were sold for you by 
Osler & Hammond? A.—Yes. 

Q.—And the proceeds were a little 
different from the proceeds— A.— 
There was some little loss on them— 

().—As they were supposed to be on 
the 3lst December? A.—Yes. 

Q.—There is another transaction at 
the end of the year that I must ask 
some questions about; there were cross- 
cheques between your office and Messrs. 
Osler & Hammond— 

MR. NESBITT: Before you go into 
that I understand Mr. Macdonald is 
in error; they were not sold through 
Osler & Hammond. 

MR. SHEPLEY: That was my mis- 
take, I should have put it that one 
of them was released? A.—No, I be- 
lieve they were sold; I am just re- 
minded now that one of them was sold 
by the New England— 

Q.—The New England Trust Com- 
pany, or some other company, paid it 
off or redeemed it? A.—Yes. 

().—It was redeemed in your hands? 
A.— Yes. 

Q.—The other, however, was sold I 
think by Osler & Hammond, they were 
not both redeemed 


MR... W. C. MACDONALD: The 
Nova Scotia Steel shares were sold by 
Osler & Hammond throughout the 
vear, and the other was redeemed by 
the New England Trust Company on 
behalf of the Dominion Coal. ° 

MR. SHEPLEY: I want to ask you 
about certain cheques which passed 
between your office and Osler & Ham- 
mond on the 3lst December, 1904; I 
am told that those cheques appear 
in Osler & Hammond’s account as 
cross-entries, ‘‘By  cheque,’’. ‘To 
” without any explanation, but 
that in your books they indicate that 
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Osler & Hammond had bought the 
Nova Scotia and the Dominion Coal 
and the Calgary & Edmonton at a sum 
of $44,100? A.—Here is a _ cheque 
from Osler & Hammond, $44,100, cre- 
dit this Nova Scotia Steel $9,719.33, 
and Dominion Coal $8,100.27, and Cal- 
gary & Edmonton $26,280.40, making 
a total of $44,100. There was a cheque 
given apparently the same day, 3lst 
December to Osler & Hammond for 
Consumers’ Gas $40,368.60, and the 
Mackay Company $3,781.40, making 
up a total here of $44,100. 

Q.—Under what arrangement were 
those cheques exchanged? A.—I am 
unable to say there was any arrange- 
ment. 

Q.—Did you make the arrangement? 
A.—I do not know that I did, that I 
made the arrangement, they gave us 
the arrangement—I do not think as 
a matter of fact that I did personally 
make any arrangement of this kind or 
arrange for the cheques. 


Q.—You do not remember? A.—I 
am almost positive that I did not. 

Q.—Are you aware that in respect of 
the Calgary & Edmonton what Osler & 
Hammond did was to sell them on your 
account ? A.—They would give us 
the cheque at any time for the amount, 
I remember that, when we put them in 
their hands for sale they said they were 
quite willing to give their cheque at 
any moment for them. In other words 
I do not know whether Osler & Ham- 
mond took them themselves or took 
them for clients. 

Q.—Then you did not understand 
that they just sold them as your bro- 
kers? A.—No. 

Q.—In the usual way as brokers? A. 
—That is all, so far as I know. 
Q.—Do you say you do not know? 
A.—That is I say so far as I know they 
simply bought them and gave their 


/ cheque for them. 


Q.—You see of course that the 
amount named in their cheque, $26,- 
280.40, is not the same amount as the 
amount which appears in their account 
as the actual sale figure? A.—No, I 
do not know what their sale figure 
is 

Q.—We had that before, $25,793.33? 
A.—The interest would make up those 
figures I imagine. 

Q.—I am told that that is what ap- 
pears from Osler & Hammond’s books, 
that they simply took this -Calgary & 
Edmonton security and disposed of it 
as your brokers to a purchaser and ac- 
counted to you for the proceeds, less 
commission? A.—They certainly ac- 
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counted to us for the proceeds less 
commission, 
them themselves or not I could not say. 

Q.—Of course it goes without saying 
that this cheque was not that account- 
ing, the accounting was as we have 
seen from the books as they entered 
the transactions from time to time— 
the cheque in other words was a mere 
matter of form and had no substance 
as applied to the real transaction? A. 
—I really cannot speak decidedly, I 
only know the figures as facts that are 
before us. 

Q.—We have gone through the real 
transaction as carefully as with my 
imperfect knowledge of them I could? 
A.—Yes. 

Q.—And we have traced the real 
transaction through the books with real 
cheques which passed from time _ to 
time indicating the transactions which 
actually took placeP A.—Yes. 

Q.—These cross-cheques have no 
place in that history? A.—I think 
they have; for example we have here 
the proceeds of the sale of the Calgary 
& Edmonton bonds; has not that some 
part init? That is a bona fide trans- 
action. 

Q.—That was a bona fide transac- 
tion, and was settled in reality, not by 
those at all, but by the dealings which 
we have gone through? A.—All I 
can say as to this is the proceeds that 
is entered in here on which they had 
given the cheque, and they give a 
cheque apparently for the other 
amount. 

Q.—You gave across-chequeP A.— 
Here is the cheque which had been 
given to them for the amount— 

Q.—I know I am not putting it lu- 
cidly to you at all, but I want you to 
follow me if you can. ~The transac- 
tions we have been going through from 
the books of Osler & Hammond, sup- 
ported by your own books, indicate 
what was really done in connection 
with all these matters? A.—I think 
so. ° 
Q.—And in that history which is 
taken from Osler & Hammond’s books 
there is no mention: of these cross- 
cheques? A.—They must have given 
their cheque for it. Pr) 

Q.—They gave that cheque, that is 
part of the history of it, but that 
cheque has no place in the historical 
account of your dealings in these se- 
curities? A.—I do not know as to 
that, I do not know how they treated 
it. Here is the way in which it was 
treated by us in the office. (Produces 
cheque). 

Q.—You will observe that that indi- 
cates that they were buying out on the 


but whether they took .- 
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30 December, which is the date of the 
cheque, the Nova Scotia Steel and Do- 
minion Coal? A.—That is wrong. 

Q.—They were not buying them out ? 
A.—No, they did not buy them out. 

Q.—Can you tell me whether the 
crossing of those cheques in that way 
was made for the purpose of support- 
ing the Government return—I do not 
want to put it offensively? A.—I do 
not think it was, I do not see how it 
could have been at this date. 

Q.—You see the result of it was 
you were able to keep out of the Gov- 
ernment return the Nova Scotia and 
Dominion Coal and Calgary & Edmon- 
ton; you were enabled to put into the 
Government return the Consumers’ 
Gas and Mackay although as a matter 
of fact you did not discharge your ob- 
ligation in respect of those until the 
following January? A.—As a matter 
of fact these were sold and we had their 
cheque for it, it was included in their 
cheque of $44,000. 

Q.—No, that was an assumed 
amount, $26,280, and the real pro- 
ceeds were $25,793.33? A.—But that 
probably includes the interest so that 
so far as this cheque is concerned to 
the extent of the proceeds of the sale 
of the Calgary & Edmonton bonds that 
was a real thing entering into cheque. 

Q.—With the interest it is $26,- 
344.64? A.—I take it that shows the 
interest upon these bonds. 

Q.—And excluding interest they were 
charging it is only $25,481, instead «£ 
$25,793. I am not able to see he 
that $26,280 can be made to tally with 
the real entries? A.—I cannot tell 
you, Mr. Shepley, I am only supposing 
it may include the interest. 


Q.—You have already told me you 
were aware at that time that the Nova 
Scotia and Dominion Coal had not in 
fact been sold and it was lying in his 
hands for sale? A.—I knew about 
that time, whether on that particular 
date or some subsequent date, I could 
not say. 

Q.—You were not by ‘receiving that 


cheque and giving your cross-cheque, 


intending to allege as against Osler 
& Hammond that they became the pur- 
chaser of those two— A.—We did not 
allege that. 

Q.—You did not intend to when the 
cheques were passed? A.—No. 

Q.—I pass to another matter; have 
you here the account in connection 
with your head office building? A.— 
I do not know. 

Q.—Does your company own the land 
upon which the buitaing was built be- 
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fore you formed the idea of building 
upon it, or did you buy for that pur- 
pose? A.—We only owned part of it; 
we secured the land for the purpose of 
building. 

Q.—What did you own before you 
resolved to build, how much of the 
block, bounded by the four streets— 
there is the block there from Yonge 
east to Victoria Street and from Rich- 
mond north to Queen? A.—I can 
hardly. give it to you as to just when 
we resolved to build. We first made 
an arrangement for a lease of the pro- 
perty on the corner of Yonge Street 
and Richmond Street, I think some 
68 feet some inches on Yonge Street by 
110 feet on Richmond Street, and we 
had intended to build there. Some 
time afterwards we thought it would 
be wise to buy the property lying on 
Victoria Street, and we bought the pro- 
perty, the block extending from a 
depth from Yonge Street of 110 feet 
to Victoria Street, and running north 
to Queen ; we bought that shortly after- 
wards, and before we began to build 
we were the owners of that block and 
the lessees of the other. 


Q.—You did not acquire any more 
property upon Yonge Street than the 
68 feet? A.—For the building. 

Q.—Yes? A.—We subsequently 
beught north of there. 

Q.—That was after you put the 
building up? A.—Yes. 

Q.—I will draw a rough sketch; you 
leased 68 feet by 110 at the corner? 
A.—Yes, 68 feet some inches. 

Q.—Then you bought afterwards 


_ from that out to Victoria Street, run- 
ning all the way up to Queen? A.— | 


Yes. 

Q.—And then you owned the east 
end of the whole block? A.—Yes. 

Q.—That was all vou had at the time 
you builtP A.—Yes. 

Q.—And you built all the way 
through to Victoria? A.—Yes. 

Q.—From Yonge Street? A.—Yes. 

Q.—Then you subsequently acquired 
lands north of your Yonge Street fron- 
tageP A.—Yes. 

Q.—How much? A.—I think about 
37 feet some inches. 

Q.—Immediately adjoining? A.— 


No. 


Q.—At the corner? A.—South of 
the property occupied by the Imperial 


Bank. 


Q—Running back? 
back to the 110 feet. 

Q —Speaking generally what have 
you done by way of the handling of the 
property other than the property upon 


A.—Running 
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which you built? A.—We built on 
this property. 

Q.—Built on the Queen Street front ? 
A.—Yes; well part of this at the cor- 
ner here, I think some 40 feet was 
under lease with the right to renew 
when we purchased. 

Q.—That is at the corner of Queen 
and Victoria? A.—Yes, and that 
lease was renewed on a valuation, and 
has been running for I do not know 
how many years; that comes down to 
midway. 

Q.—Midway %o your building? A. 
—Midway, so many feet. 

Q.—And the frontage is on Queen? 
A.—I think there is forty-four feet on 
Queen. 

Q.—That is under lease? A.—Yes. 

Q.—You owning the fee? A.—Yes. 

Q.—Then what else? A.—We built 
stores on Queen. 

Q.—Along the whole of the remain- 
ing front? A.—Yes, excepting the 
lane, 

Q.—There is the lane immediately in 
rear of the 110 feet? A.—Yes. 

Q.—That lane runs back to your 
building ? A.—Yes, and then runs 
out to Victoria Street. 


Q.—How deep have you built along 
thatP A.—We have built stores, and 
I could not tell you how deep, and 
then in the centre was a warehouse 
which was not built by us, but in which 
we were interested, we made a loan of 
a thousand dollars, at least some loan 
on that building; it was put up by one 
of the lessees. 


Q.—It was put up by the tenant 
under a building lease? A.—Put up 
by the tenant to become the property 
of the company on the payment of one 
thousand dollars at the end of his lease. 


Q.—You have been managing the 
property by making leases of it I sup- 
poseP A.—Yes. 

Q.—Then on the Yonge Street front 
where your building does not occupy 
that was built on before you took it? 
A.—Yes. 

Q.—And you have been leasing that 
I suppose? A.—Yes. 


Q.—You yourselves constructed the 
buildings on Queen Street that you 
speak of? A.—Yes. 

Q.—But not the warehouse in the 
rear? A.—No, it was constructed 
under our supervision. 

Q.—And at your expense? A.—No; 
we simply made a loan on it to the 
lessee. | 

Q.—A loan on his leasehold? A.— 
Ns, he wished that additional room, 
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and we agreed with him he was to put 
that building up 

Q.—I am speaking about the store 
buildings? (|A.—The store buildings 
we simply leased those. 

Q.—You constructed them out of the 
company’s funds, and you are leasing 
the stores to tenants? A.—yYes. 

Q.—Has that been a good invest- 
ment, that building investment? A.— 
It has been a remarkable one. 

Q.—It has been very good? A.—I 
can say it is more than very good, it is 
remarkably good. 

_ Q.—You of course have been admin- 
istering the large office building, that 
is in two partsP A.—Yes. 

Q.—And has that been profitable? 
A.—TI think we may say on the whole 
it has given us a very fair return. 

Q.—About what return has it given 
you? A.—Well, I cannot speak from 
memory, but I think the latest return 
it was giving us clear something about 
three and a half per cent. 

Q.—During the earlier years that 
would not be so? A.—It was not so, it 
was not so when it was being built. 

Q.—It was an expensive building to 
commence with? A.—Not for its size, 
it was inexpensive for its size, and the 
accommodation for offices. 

Q —How have you kept your account 
(refers to ledger); this brings down a 
balance from ledger there $513,000 
odd; what are these items? A.—These 
are various items that went into the 
charge. (On page 111 of ledger.) 

Q.—In process of building? A.—No. 


Q.—When ‘was it built?’ A.—It 
would be built about 1889, I think, 
prcbably; it was started in 1889. I 
think we took possession of it in the 
autumn of- 1892. 

Q.—This ledger only begins in 1889, 
this cannot be in connection with 
building? A.—No. 

_Q.—What are these repairs? A.— 
No. These are various payments 
which should be charged to capital ac- 
count; this is not repairs, repairs al- 
Ways go against income. 

_ Q.—Are they in connection with do- 
ing something to the building? A.— 
Yes. 

Q.—For instance, Small is the first, 
and Boon, $500.—Boon is a building? 
A.—Yes. There are various items that 
might be of a permanent character. 

Q.—When did you erect the stores 
on Queen Street—would that appear 
in this? A.—No, that is head office. 


_ Q.—You have a different account for 
that, have you? A.—They were dif- 
ferent, I think they are together now. 
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Q.—What was the other account? 
A.—Real Estate. 

Q.—That would be in the real estate 
ledger? A.—Yes. 

() —I see there is about $25,000 on 
that page expended upon the building 
in some way or other; what would an 
item like that, Hines $500, be? A.— 
Hines was the plasterer, if I remember 
rightly. There have been frequent 
changes in the building, and repairs; 
these charges on this particular date 
would be in reference to those things. 

Q—Where does it go? A.—For- 
ward. 

Q—These items seem to continue? - 
A.-—Yes. 

Q —Do I understand in addition to 
keeping the building in repair all 
through these years from 1889 to 1902 
you were expending these sums of 
money every year in alterations? A.— 
Yes, we have spent a great deal. Per- 
haps you may remember seeing a barri- 
cade in front, for example, when we 
changed the front of the building. 


Q.—That was after the grocers went 
away, and you were turning it into a 
bank? A.—yYes, and we were chang- 
ing it and changing the face of it; 
then we also made other changes, the 
lane formerly came through from north 
to south, and we closed up the lane and 
made an office out of that. Then we 
have been making changes at different 
times in the last two or three years, 
we have been bringing the two ends of 
the builditig as much as possible into 
unison with each other so as to make 
the one helpful to the other by opening 
out passages, putting in additional ele- 
vating power, and such like. 


Q.—All that has gone to capital ac- 
count; what is this? A.—Real estate 
income, to which the repairs would be 
charged. 

Q.—There is not a separate account 
for repairs upon head officeP A.— 
This is merely head office building; 
there is head office building income 
account. (Page 121 of ledger.) 


Q.—That would be repairs on the 
debit side? A.—Yes. 


Q.—I see an item of general ex- 
penses on the credit side, what would 
be the meaning of that? A.—I do not 
know, it may have been some over- 
charge in regard to that, because ev- 
erything connected with the building, 
salaries and caretakers and-~ every- 
thing of that kind, was charged there. 

Q.—These accounts for repairs and 
for alterations appear to be running 
side by side? A.—Yes. 
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Q.—But you have kept a distinction 
between repairs which would be charge- 
able to income and alterations which 
you charge to capitalP A.—Yes. 


Q.—Do you remember whether or not 
there has ever been any writing up or 
writing down of the head office build- 
ing account? A.—There has never 
been any writing up of the head office 
building account; there was a _ writ- 
ing down of the office building ac- 
count at the close of last year. 


Q.—I have a statement before me, 
speaking of the value of the head 
office building having been appreciated, 
and that word has sometimes been used 
as writing up, was appreciated in 1898 
while the building was yet unfinished— 
do you know anything of that? A.— 
That does not refer to the building at 
all; that refers to a valuation of this 
purchase of the block. 

Q.—That is the eastern end of the 
block? A.—Yes. 

Q.—What you paid for that, I sup- 
pose, went into this account? A.—It 
went into some account, it did not go 
into head office account. 

Q.—You kept this separate? A.—En- 
tirely distinct. (Books produced.) 

Q.—This is where the account be- 
ginsP A.—June, 1890. (Head office 
building account, page 67.) 

Q.—What is the other account? A. 
—This is the ground account. 


Q.—What you have carried into head 
oftice real estate, $138,517.03, which 
was the price of the land, did that in- 
clude the land upon which the head 
office stands? A.—No, we do not own 
the land to the west end of it. 


Q.—Just what land is covered by the 
head office building account, is there 
any land covered by it? A.—No land 
at all, it is merely the building. 

Q.—In order to get at the whole 
account you have to examine both? 
A.—Yes. 

Q.—Going back to July, 1889, the 
first entry in the T. W. Anderson ac- 
count is Richmond and Queen Streets 
block, R. E. transfer? A.—Real es- 
tate transfer, $60,797.42. 

Q.—That means what you paid to 
Anderson? A.—No, that would be the 
payment made them on account of the 
purchase. 

Q.—That was paid on account of the 
purchase of the land? A.—Yes. 


Q.—There was a building there at, 


‘the time was there not? A.—There 
was a little old building at the cor- 
ner and there was an old building on 
the corner of Victoria and Queen 
Street, a small brick building. 


55 


Confederation Life, 
(J. K. Macdonald, Ex’d.) 


Q.—What does this real estate sus- 
pense account, December 3lst, mean? 
A.—I presume that must have been a 
liability for balance of purchase mon- 
ey. 

Q.—No, but the balance is on the 
other side? A.—That suspense was 
the writng up of the property. 

Q.—To get at what the land cost 
you you would subtract from $138,517 
the $41,000? A.—The land cost us 
$95,000; that I think I am correct in 
saying from memory. 

Q.—Are you able to tell me what 
was the purpose for which that writ- 
ing, as it is called, took place? A.— 
It. was simply it was represented that 
this land was worth more, and I think 
two valuations were obtained of it, 
and it was then written up, and with 
the rider upon it ‘‘not for distribution 
purposes,’ but simply if it was worth 
that our assets would get the credit 
for it, and it would make us appear 
that much better before the public in 
our statement, that was all. 


Q.—Are the accounts here from 
which you can verify the writing off 
that has taken place; for instance I 
have a statement here in 1901 $4,131,- 
11 was written off? A.—I think these 
can all be verified, because they all 
appear in the account; but I may ex- 
plain what that writing off was; when 
‘we took over the leasehold from the 
Anderson estate it was subject to the 
rights of a party who had a foundry 
there, I cannot think of the name at 
the moment; I think it was $11,000 
that was to be given to him, and that 
was to be written off from time to 
time, and I think that the entries you 
have of writing off was the writing off 
of the purchase that was made of that 
lease. 

Q.—I think there are three items. 
the first is in 1901 $4,131.11, the sec- 
ond is in 1902 for $11,047.40, and the 
third in 1905 for $40,367.26? A.—The 
first vou mention I think we thought 
desirable to write off certain improve- 
ments that had entered into this ac- 
count, of which we have been over; 
the other was; I thought and recom- 
mended the wisdom of writing off 
$40,000 towards the close of last year. 

Q.—As indicating depreciation in 
value? A.—Quite the opposite, en- 
tirely for safety. 

Q.—So that the account would not 
appear larger than was_ absolutely 
safe? A.—For example we had a care- 
ful valuation made of all that prop- 
erty some few years ago; we employed 
two architects to value the building, 
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Mr. Lennox and Mr. Gray; we em- 
ployed two well known real estate men 
to value the land and the leasehold, 
and I think I am correct in stating 
that the values which they found of 
building and land exceeded the amount 
charged in our books by some sixty- 
five or sixty-eight thousand dollars. I 
think that was the result of it, and the 
writing off latterly is simply a matter 
of business prudence. 

Q.—Does it not come back to what I 
suggested, that you want to be quite 
sure that the property is worth the 
amount at which you are carrying it 
in your books? A.—Yes. 


Q.—You do not want to have any 
mistake about that? A.—No. 


Q.—Practically the property is being 
carried at the first cost now, with that 
writing off as against the appreciation 
of the real estate, taking the property 
as a whole? A.—TI think it is. 

Q.—Practically it is being carried at 
what it has cost you to acquire the pro- 
perty and what it cost you to build 
upon it? A.—TI do not think it is in 
excess of what it cost. 

Q.—And that includes the alterations 
that has been made from time to time 
in cost? A.—It does 

Q.—This is your Government return, 
and we have here, ‘‘Real estate, $1,- 
217,971.01”? A.—Yes. 

Q.—Then under the head of ‘‘Income 
during the year’’ you have ‘‘Amount 
received for rents, less repairs and 
taxes. $44,018.63’? A.—Yes. 

Q.—And on the other side of the ac- 
count you seem to have paid out rents 
amounting to $17,184.25?  A.—Of 
course we charge our own rent, and we 
pay rents in various towns. 

Q.—-You charge your own rent: 
where do you mean? A.—We charge 
for our own office in the account. 

Q.—How much of that $17,000 would 
that. be? A.—$10,000. 

Q.—That is, you were charging your- 
selves with $10,000? A.—yYes, that is 
a good deal less rent than the storey 
above pays. 

Q.—And the balance is paid in re- 
‘spect of your offices in other places? 
A.—In London, Hamilton, St. John, 
Halifax, everywhere, and then of 
course there is our office in Winnipeg; 
we include some charge for that. 

Q.—Then if you take off the $44,- 
018.63 the $10,000 which you were pay- 
ing yourselves A.—Why should 
that be taken? If we were renting 
these premises we would have to pay 
that, and more, too. We have no right 
to take that off. 
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Q.—If you had built a building which 
was Just sufficient -for your own offices 
and no more, you would never think of 
charging yourselves rent? A.—How do 
you knowP 

Q.—I put it to you as a question? 
A.—Well, it is a question I am unable 
to answer, because I should not think 
it a very wise one. 

Q.—What a very wise one? A.— 
The question a very wise one. 

Q.—Would you think the answer 
a very wise one? A.—I do not know 
whether it is or not. 

Q.—What you say 1s that you are 
not able to answer it? A.—I am 
quite able to answer it. There is 
the fact that the building is put up, 
and the judgment of those who are 
responsible for it is responsible for 
the building, but it is certainly a 
very unwise thing to take away from 
the income what is really charged for 
the rent of the premises occupied by 
the company itself. I am not quite 
sure that we could have sat there 
with comfortable building: at a rent 
of $10,000 on this particular site. 


Q.—Well, that is not the question 
exactly, begging your pardon. That 
is not the question I asked you. I 
said suppcsing you had built a head 
office building sufficiently for your own 
requirements, and without any inten- 
tion whatever of using it for any other: 
purpose, of renting it, or doing any-. 
thing of the sort, except living there 
and carrying on your business in it, 
the question I asked you was whether: 
under those circumstances you would 
think it proper that you should take. 
rent out of one pocket and put it into 
another, or a sum of money calling 
it rent? A.—Well, I am not prepared 
to answer a suppositious question, 
and that is purely a suppositious. 
question. 

Q.—I suppose it is quite a suppos- 
able thing that a company may build 
a head office for its own purposes: 
without any view of having a surplus 
space to rent? A.—Yes; but the ques- 
+ian is, can you do that more cheap- 
ly? You would have to pay the in- 
terest upon the cost. 

Q.—I am not coming to that just 
now, but I want to get at is this; if 
an office buiding is erected for the 
mere purpose of an office for a per- 


,con building it, a residence, so to 


speak, would it be sound economics 
to go through the form of charging 
the rent to yourself? A.—Certainly. 

Q.—Doesn’t the fact that you have 
built the building very largely for 
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office purpose, not for the purpose of 
making a prdfit out of it by rent- 
ing it, enter into your consideration 
when you charge yourselves with the 
$10,000 rent? A.—Well, we would 
have charged more but for that. 

Q.—Then it does enter into jcur 
consideration? A.—Of course it will. 
We believe that by a larger building 
we are reducing our own rent. 


i Q.—Then, if you will let me carry 
it hypothetically a turther step; if 
you reduce your total rents by the 
$10,000 you do not, of course, get 3 
per cent. upon your investment? A. 
—Why, certainly not. 

Q.—Are the taxes taken into con- 
sideration in fixing this rent? A.— 
Yes, taxes deducted. 

Q.—Before you fix the net rental? 
A.—Yes, taxes and repairs and other 
incidentals. 

Q.—Less repairs and taxes; yes, 
that is net? A.—Yes. 

Q.—Have you built elsewhere than 
in Toronto? A.—No. We bought a 
building. We did not build. 

Q.—Where did you buy a building? 
A.—In Winnipeg. 

Q.—Is that a building which has 
‘office accommodation in excess of your 
requirements? A.—yYes. 

Q.—And you are renting that, mak- 
ing an income out of that? A.—Yes. 

Q.—The rental of that and the cost 
of that are included in the figures 
we have just been looking at? A.— 
Yes, 

Q.—Now, to go to an entirely dif- 
ferent subject. In connection with 
any of your investments has your as- 
sociation been presented with bonus 
stocks at all? A.—No. 

Q.—You have never had any deal- 
ings in bonus stocks? A.—No. We 
hove had offers of them. 

MR. NESBITT: There is a little 
error there. 

WITNESS: Yes, there is one. There 
is the Toronto Hotel Company you 
were speaking of this morning. We 
were presented with a certificate of 
$1,000 of stocks. eM 

MR. SHEPLEY: \.—That 1s in 
addition to the $10,000 of bonds which 
you hold? A.—Yes. 

Q.—What is your method of deal- 
ing with that stock in your books? 

MR. NESBITT: That was made as 
a part of the sale of the bonds. It 
was not treated by the company as 
bonus in any sense. 

MR. SHEPLEY: I suppose it was 
just as these transactions usually are; 
it was hoped to make the bonds more 
attractive by having some stocks. 
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MR. NESIBTT: Hardly that; it 
was very much considered and thought 
out by the company at the time; that 
is partially true, and partially it was 
considered the bonds-—— 

MR. SHEPLEY: I have no objec- 
tion to my learned friend making the 
statement, if he knows about it. 

MR. NESBITT: That explains it. 

WITNESS: There was given to us 
this certificate for $1,000 stock. I 
am frank to say I never attached any 
value to it, and never took any value 
for it. 

MR. SHEPLEY: Q.—And you 
have never received any dividends in 
respect of it? A.—No. 

Q.—You said this morning that 
you thought it was five per cent. you 
had been paid on the bonds: that 
is a mere matter of detail, but I 
think they are merely four per cent. 
bonds? A.—Possibly. I said at the 
time, or intended to say at the time, 
I was not sure about it. 

JUDGE MacTAVISH: Q.—Can 
you say at which price they were 
bought? A.—I think it came to 92. 

MR. SHEPLEY: That appears in 
the statement. We may as well have 
that exact sum. 

Q.—It was bought at 95? A.— 
Yes, but something went in to de- 
crease that, some $250 or $300. The 
net was 92 if I remember rightly. 

Q.—I do not doubt that at all: it 
does not appear by this statement, 
but that is all right? A.—$92.50 is 
the exact sum. 

Q.—You were telling me this morn- 
ing about your having disposed of 
the Commercial Cable stock. Have 
you also disposed of the bonds? A. 
—Yes. 

Q.—You do not hold that or the 
Mackays: you do not hold any of that 
at all? A.—Do not hold any of that. 
I can only take this opportunity to 
express my regret that we were com- 
pelled to part with it: we were 
getting a good return from it, and it 
only shows the absurdity of the Do- 
minion law that prevents us holding 
it, 

Q.—What operation, to get rid of 
the absurdity, would you suggest? 
Because we are very much concerned 
in hearing your views about that? 
A.—My suggestion has been a rea- 
sonable extension of the fields for 
investment of the life companies. 

Q.—What would you call a reason- 
able extension of the fields? A.—I 
think we ought to be permitted to 
go into the American market, and 
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buy some of the best American secur- 
ities, for example, that are quite as 
good as the best we have. I think 
we ought to be able to hold the stocks 
such as we have, such as the C.P.R. 
stocks, whichis one of the most val- 
uable stocks in existence to-day: then 
we ought also to be able to hold such 
stocks as the Cable and Mackays 
stocks, which gave us a good return, 
and a very secure stock: and other 
bonds. And my reason for claiming 
a reasonableness in that is the fact 
that the Dominion Government has 
in its keeping, or through trustees, 
quite a number of millions, perhaps 
in one company eight or ten millions, 
of American securities, which are con- 
sidered good securities for Canadian 
policies, but not good enough for a 
Canadian Company to invest in. 


Q.—You are speaking now of the 
American companies? A.—Yes. 

Q.—Which are depositing secur- 
ities with the Dominion Government? 
A.—Yes. I had never been in favor 
of a very wide open door for life 
insurance companies, but following 
the amendment made in 1899, when 
there was a change made in the rate 
of interest, we had a number of re- 
presentatives, a long discussion with 
the Deputy Minister of Finance and 
with the Superintendent of  Insur- 
ance, with a view of a_ reasonable 
extension. At that time I did not 
fall in with the views of all my 
brother managers. I and _ another 
took rather a more’ moderate view 
than some of them: in other words, 
we did not care to have the field open 
to the extent that others did, but we 
had reason to expect that such stocks 
as these that we had sold would have 
been permissible. 


Q.—Then if you open the door in 
that way, do you not leave the selec- 
ton of the foreign stocks to the judg- 
ment and the discretion of the indi- 
vidual manager in each case? A.— 
No: you leave it to his Board prac- 
tically, or management, I should have 
said. For example, take my own 
Board: it is composed of men who 
have had 30 and 40 years’ exper- 
ience, many of them, several of them 
at least, in investments of various 
kinds. I have had 40 years’ exper- 
ience of business life matters, and I 
think that we could be trusted with 
the selection of securities that would 
be safe to hold. I think it is a very 
great mistake for a Government to 
be too paternal, and that is the fault 
of the present Canadian Government 
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and the Canadian Department of 
Insurance. 

Q.—You say you think the Govern- 
ment, in the first place, and the ad- 
ministration of the Department in 
the second place, are both too pater- 
nal? A.—I think they are too pater- 
nai—well I would not lke in any 
remarks I make, to seem to consure 
the department. My _ reference is 
intended only to go this far: that 
I think anyone in charge of that 
aepartnent ought. not to content 
himself with a mere investigation as 
to how each company stands on the 
3lst December, but should think for 
the growing and development of the 
various companies, and what is neces- 
sary to meet that growth and develop- 
ment, and that is the fault that I 
have to find with the department: 
that it is neither sympathetically 
inclined, nor has it initiated these 
changes, in keeping pace with the 
importance of life insurance and the 
investments which grow out of it. 

MR. NESBITT: Q.—You mean by 
amendments to the law? A.—That is 
to say, by making suggestions to the 
Finance Minister as to the wisdom 
and necessity of granting extensions. 

MR. SHEPLEY: Q.—Of §altera- 
tions to the law you mean? A.— 
Yes. 

Q.—Well, are there any _ other 
matters in respect of which you 
think the administration of the De- 
partment might be improved? A.— 
IT do not know that there is. 

Q.—You spoke a moment ago of a 
subject which I would like you to 
enlarge upon a little. You said you 
did not think it was proper that an 
investigation by the Government 
should be confined to finding out the 
position of the company on the 31st 
December in each year. What do 
you mean by that, or what do you 
suggest? A.—I mean that he should 
not consider that the extent of his 
duty, that he should think for the 
companies and for the necessities— 

Q.—So long as you have a Statute 
regulating your investments, I sup- 
pose it should be his duty to see that 
you do not sin against the Statute? 
A.—Precisely, and on the other hand 
he should see that if in the con- 
dition of things that Statute is too 
narrow, to suggest some widening of 
it that would meet the circumstances 
and necessities of the growing 
business. 4 

Q.—Is he likely to be alive to the 
crippling effect of any limitation of 
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that sort as the managers themselves 
would be? A.—I do not think he is 
likely to be, but I think a more ready 
ear should be given by him to the re- 
presentation of managers, and that he 
should have sufficient influence with 
the authorities to bring about these 
necessary changes. 

Q.—Do you suggest that cop realest 
tions are made to him to which he does 
not listen? A.—Oh, I think they have 
been litstened to but they have not 
been given effect to. 

Q.—Of course you understand the 
Superintendent himself cannot intro- 
duce legislation; that is something 
that must come from some _ other 
sources? A.—Yes. I Ehink the in- 
fluence of his department should be 
such that the Finance Minister should 
rest largely upon it for necessary 
changes. 

Q.—Have you anything to say with 
regard to the methods adopted when 
the Government investigation takes 
place—the methods when he comes in- 


to your office, the Government officer, - 


to make the investigation—have you 
anything to say about his conduct of 
that? A.—No. 

Q.—Have you anything: to suggest 
or any criticism to offer with respect 
to the conduct of the investigation 
when the official comes to your office? 
A.—I have reason to believe it is very 
thorough. 

Q.—What does he do, so far as your 
observation enables you to speak? 
—Of late years, while he has had the 
assistance of Mr. Blackadar, Mr. 
Blackadar visits each office; he takes 
the returns that are sent in to the 
Government by the Head Office, and 
he takes the books and goes through 
the books to verify the correctness. 
Then the Superintendent looks after 
the investments. He will come into 
our office, for example: he takes the 
ledgers, the loan ledger, and all the 
ledgers and other books that he wishes. 
All the loans are written up in a book 
in his own possession and sent to him 
year by year, so that he has a complete 
record of every loan of every kind, 
and all he has to do is to check it. 
He comes in, he checks all these, and 
he handles ‘each mortgage, and he 
seems to examine them very ‘thorough- 
ly, the valuation, the loan itself, the 
mortgage, and sees that everything is 
right—in fact makes a very thorough 
examination of it. He handles each 
bond, and for any stocks that are 
owned by the company a certificate 
is produced to him of the holding of 
that stock on the closing day of the 
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year, and for any loans that may be 
made the certificate is also given to 
him. I do not see myself that he could 
make a more thorough investigation 
than he does. 

Q.—I think in the case of your 
company from time to time sugges- 
tions have been made arising out of 
the examination, and I refer to that 
because you ought to have an oppor- 
tunity of saying what is to be said 
from your standpoint with regard to 
it; that.is matters which were refer- 
red to during the investigation at 
Ottawa. This, I think, has been suffi- 
ciently covered, but we will just look 
at. it? As-I ‘can only say he has 
never made any report to me except 
once. 

Q.—On the 2nd of June, 1904, there 
is a reference in his report to the Nova 
Scotia steel and the Dominion Coal 
and also to the C.P.R stock; that we 
have already dealt with as not being 
within the scope of investments 
authorized, also in respect to some of 
the same class with regard to loans 
on the security of stocks. Then the 
Canadian General Electric is spoken 
of and the loan on your own stock. 
Then in February, 1905, the Cana- 
dian Electric is again referred to and 
here is something that he speaks of— 
did you hear of that before—two 
sums, $1,850 and $600, transferred 
to cash for advances to employees at 
the end of the year, and re-transfer- 
red to personal accounts after the 
opening of the new year? A.—No, 
I never heard of that. I may mention 
that he has never but on one occasion 
spoken to me to make a suggestion 
and that was in regard to our Head 
Office building; he thought that there 
should be a substantial amount written 
off the building. He told me he was 
going to engage someone to make a 
valuation, which he did. He made 
his valuation and wrote to me with a 
statement regarding it. If it had not 
been serious I would have smiled over 
it because of the incompetence of the 
man that was engaged to make the 
valuation. 

Q.—He was not competent? A.— 
He was a man that could probably 
go out and value a farm, but was 
totally unfit to make a valuation of 
a building, and that is about the wis- 
dom of it, that led me to suggest to 
my Board to have competent men 
make a valuation, and they agreed 
with it, and these two men were em- 
ployed, architects were employed that 
I have already referred to, and the 
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two real estate men in the City of 
Toronto, to give separate valuations 
as to the ground and the leasehold, 
with the result that the value of 
building and land was placed at some 
$65,000 by them in our books greater 
than the amount at which it stood in 
our books. 

Q.—You said the amount placed in 
your books by them—  A.—The 
amount at which they valued was 
greater than the amount at the debit 
of the account; he was advised of 
that and was perfectly satisfied, and 
remarked that he did not expect me 
to be satisfied with the valuation he 
had made. 

Q.—That is the only occasion on 
which you had any direct communi- 
cation from him on any subject in the 
course of his investigation P A.— 
Yes, and the first intimation was ver- 
bally; it was in my own office. 

Q.—Is there any other respect in 
which you have to say anything with 
regard to the administration of the 
Department or in regard to the ex- 
isting law? A.—No, I do not think 
there is. JI would like to see a reason- 
able extension of the line of invest- 
ment. 

@.—Then let me come to another 
question which you must often have 
considered, I should think. I under- 
stood from your actuary on Friday 
that there has never been practically 
any voting by your policyholders? A. 
—Oh, yes, we have voting every year 
by policyholders, more or less. 

Q.—More or less? A.—Yes; there 
have always been some of them there. 

Q.—No general attendance of policy- 
holders, and of course no proxies. A. 
—No proxies. 

Q.—What is your view with regard 
to the policy or impolicy of having 
policyholders take part in the manage- 
ment? A.—Well, my answer to that 
is best expressed by referring to the 
Act of Incorporation of the company. 
That Act was framed after a most care- 
ful consideration and consulting of the 
English authorities as to what was 
best, and with the conclusion that a 
mixed company, as a rule, afforded 
better management than that of a 
purely mutual company. At the same 
time the mutuality principle was held 
in view, because it was just a question 
whether it would be purely mutual or 
a joint—that is to say, a mixed com- 
pany; and therefore there was in our 
original Act of Incorporation what still 
remains; that a policyholder with par- 
ticipation was entitled to a vote for 
every $1,000 of insurance; further, to 
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bring it as near mutuality as possible, 
the measure of profits of this depart- 
ment should not be less than 90 per 
cent. I may be permitted, for the con- 
tract, just to refer to the fact that two 
companies were operating, mixed com- 
paries, in Canada at that time. One 
of them gave to policyholders 75 per 
cent. of the profits, and the other gave 
80 per cent. Both of these companies 
have come to the measure of the 90 per 
cent. 

‘ Q.—You say you started with 90 per 
cent? A.—yYes, and we have ended, 
for about 20 years, by giving them 95 
per cent. Another reason that oper- 
ated strongly in our minds was the fact 
then reported to us that a large com- 
pany, purely mutual company, in the 
United States, had practically been put 
out—the management were put out by 
a designing agent, and it was felt that 
companies depending on woting by 
proxies from its policyholders might 
become very dangerous from. that 
standpoint... I may say that when I 
was before the Banking and Commerce 
Committee asking for a charter that 
very point came up. I cited the state- 
ment I have already made, and they . 
saw the point, and they asked the ques- 
tion, why not allow them to vote by 
proxy? and I sufficiently convinced 
them that it was suter that they 
should not vote by proxy; but I may 
say further in regard to that, that you 
take the whole vote, take the vote of 
our shareholders to-day, and I think 
in Toronto and the neighborhood of 
Toronto, we have enough policyholders 
to come in and swamp the entire vote 
a the shareholders, if they wished to 

0 sO. 

MR. KENT: It would require 10,000 
votes. 

WITNESS: You could easily get 
them. 

MR. SHEPLEY: Q.—It would re- 
quire ten millions of insurance. Is 
there any active part taken in your 
meetings by the policyholders who do 
someP A.—As active as the share- 
holders do. The fact is that as a rule 
our meetings have been a kind of 
happy family. 

Q.—Harmonious? A.—Harmonious, 
and our company is very well repre- 
sented. Our President, our first Vice- 
President, our policyholders, and our 
Board is composed of not less than one- 
third, and may be one-half, of the pol- 
icy-holders, and that has always been 
maintained. 

Q.—Then reverting for a moment to 
what you said a moment ago, it oc- 
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curs to me that this would perhaps be 
a very proper enquiry to make. You 
speak of the policyholders who partici- 
pate being entitled by the terms of 
the Act to 90 per cent. of the profits 
earned in respect of their policies. You 
have since in your management—I do 
not understand that you have changed 
your Act at all—but in your manage- 
ment you have since increased that to 
95 per cent? A.—The provision in the 
Act, if you will look at it, is not less 
than 90 per cent.; that was put in ad- 
visedly. 

Q.—You are not bound to give them 
more than the 90 per cent. by any 
StatuteP A.—No. 

Q.—You say that you have for some 
years been giving them in fact 95 per 
cent? A.—If my memory is correct, I 
think it goes back to 1888. 

Q.—What is the volume, speaking in 
round figures, of participating insur- 
ance in your company? 

MR. KENT: I should like to ask a 
question there before he leaves that 
subject. I would like to get a state- 
ment showing just how the participat- 
ing policyholders participate. I would 
like to get two sample policies partici- 
pating, and a statement by an actuary 
or other officer showing just how the 
profits are arrived at. I confess that 
so far I have not any idea as to the way 
in which the profits are divided, how 
the expenses are apportioned. 


MR. SHEPLEY: That I was going 
to take up with the actuary after we 
.have analyzed the profit and loss state- 
ment of this company. I do not know 
that Mr. Macdonald could tell us. 


WITNESS: I can produce the fig- 
ures, but it lies in the actuary’s de- 
partment. The actuary’s report will 
show all that. 


MR. KENT: It may become neces- 
sary that I should have some question 
asked from the actuary or Mr. Mac- 
denald in reference to it. The prin- 
cipal objection from participating pol- 
icyholders is that they do not get what 
is coming to them. 


MR. SHEPLEY: Just for a moment 
I was trying to get upon a somewhat 
broader line, but I am not losing sight 
of that at all, and intended to take 
that up with the actuary. 

Q.—What is the volume of your par- 
ticipating insurance in round figures? 
A.—I should think from 85 to 90 per 
cent. 

Q.—That is the’ percentage,’ but 
the volume? A.—Well, we have— 

MR. NESBITT: Forty-two and a 


half millions. 
& 
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MR. SHEPLEY: Q.—Of partici- 
pating business? A.—No, altogether. 

Q.—And you say 85 per cent. of 
that— A.—From 85 to 90 per cent. 
would be participating. 

Q.—Your participating policyhold- 
ers, of course, have no part or lot in 
the profits that arise out of your non- 
participating policies? A.—WNo. 

Q.—Those belong to the sharehold- 
ers? A.—Clearly. 

Q.—And the shareholders besides 
have five per cent. of the other pro- 
fits? A.—Yes. 

Q.—Your shareholders have not 
been getting along very badly? A. 
—Oh, they are getting a fair return: 
many of them are getting five per 
cent. return, and that is all—or a 
five and a half. 

Q.—You mean those who have 
bought the stock at a_ large figure? 
A.—The original holders are all right, 
but the present stockholders are, 
many of them, new stockholders. 

Q.—It is a fifteen per cent. stock? 
A.—lIt is fifteen. 

Q.—And it -depends on what you 
have bought it in at how much per- 
centage you receive? A.—Yes. 

Q.—You are not complaining on 
behalf of the shareholders? <A.—I 
am not complaining on behalf of any- 
body. I ‘am afraid it is you. . 

Q.—Don’t mistake my attitude: I 
am making no complaint? 

MR. KENT: Mr. Macdonald was 
complaining to the Department. 

MR. SHEPLEY: Of the want of 
latitude in the investment. 

WITNESS: I should like to say 
this about the Department: that I 
think the Superintendent of Insur- 
ance has come in for a large amount 
of undeserved criticism. 

Q.—I think that is all I propose to 
ask you, Mr. Macdonald? A.—I do 
not know whether you’ propose to 
speak to me about the cost of 
business. 

MR. SHEPLEY: I think it is very 
likely I should like to ask you about 
that, but I want to introduce that 
by an analysis with Colonel Macdon- 
ald of the profit and loss business. 


By MR. HELLMUTH. 

Q.—I understand, Mr. Macdonald, 
that you are desirous of having the 
field of investment somewhat widened 
over what the present Act permits? 
A.—Yes. 

Q.—Could you tell me about what 
rate of interest could reasonably be 
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expected at the present time, with 
the power of investment as it is under 
the Act, if you adhere strictly to it? 
A.—That is impossible to say. It 
depends on various things. You take 
good bonds, for example, bonds have 
been fluctuating at a rate to-day 
from four to perhaps four and a 
half. 

Q.—Well, at all events, your com- 
pany is earning something over four 
per cent. on its invested funds? A. 
—Yes. 

Q.—No doubt about that? A.—No. 


Q.—And with the exception of per 
haps a few items that have been 
pointed out, your investments are all, 
or the bulk of them, within the Act? 
A.—Yes, we have a large amount of 
mortgage. 


Q.—So that about four and a haif 
per cent. is about the rate that your 
money earns? A.—lLast year we had 
earned five per cent. 


Q.—I understand you to say that 
you were one of perhaps two or three 
managers who were not so anxious 
to have the field widened to the same 
extent as others—the field of invest- 
ment? — A.=-Trte. 


Q.—Is that not correct? A.—Yes. 

Q.—May I ask what your attitude 
was in regard to the other. perhaps 
important, matter of the legislation 
of 1899, that of reducing the rate of 
- interest on the reserves? A.—I was 
opposed to it. 

Q.—You were opposed to the— A. 
—To the drastic change, and I per- 
haps might explain that it was on my 
representations to the Banking and 
Commerce Committee that the  4r- 
rangement was finally made. As you 
have opened the question, I think it is 
only fair that I should give a reason. 
T stated then to the Banking and Com- 
merce Committee—I was called before 
that Committee by the wish of the Com- 
mittee itself. I first appeared there 
as Vice President of the Life Officers 
Association: Mr. A. G. Ramsay was 
President: he was unable to go, and 
wrote me a note asking me to go 
there. The matter had been brought 
before the managers’ meeting, and 
the majority took a certain view, and 
T was asked to go and present that 
view, along with other members who 
were named as a deputation. I may 
say that I presented that view to the 
committee, but I took occasion to say 
that while that was the view taken 
by the majority of the managers, it 
was not my view, and that I would 
ask the indulgence of the committee 
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at a later stage to allow me to pre- 
sent my view. 


Q.—Did you present that view at a 
later stage? A.—I did present that 
view. 

Q.—At a later stage? A.—At a 
later stage, and with the result that 
Mr. Fielding, who was Chairman, got 
up. and stated at the close of mv 
address to the committee, that if I, 
in conjunction with the Superinten- 
dent of Insurance and the Deputy 
Minister, would put those views into 
shape, he would be prepared to accept 
them which led to having the ten 
years within which to come _ to the 
four per cent., and then fifteen years 
to come to the other. 

Q.—The three and a half? awe 
Yes, and I may say further that there 
were very hard feelings expressed by 
my brother representatives because of 
the view I had taken, and I may say 
further, in justification of myself, that 
the Superntendent of Insurance in- 
formed me that he knew there was a 
cabal to keep me from speaking. 

Q.—You got your views expressed, 
and what is more, you got them car- 
ried out to some extent? A.—yYes. 

Q.—Were you with Mr. Macaulay 
at all in this matter? Did you discuss 
the matter with him? A.—I had an 
interview with Mr. Macaulay of the 
Sun; [ think we had at least two, if 
not three, meetings, and when this 
conclusion was reached it was stated 
that he was unwilling to concur in 
that, not wishing any change. I had 
in my address put the alternative be- 
fore them; that the other business 
might be allowed to stand as it had 
been directed, or if they were to make 
a change it should be made in such a 
way to save the old policyholders, be- 
cause statements that had been made 
to that committee were misleading: 
I do not hesitate to say so. Then I 
saw Mr. Macaulay afterwards with a 
view to get him to come in with us and 
accept the thing that had been prac- 
tically decided. 

Q.—Your attitude then was that 
three and a half for the new business 
was quite as low as the Government 
ought to put it—I mean compulsory ? 
A.—Yes. 

— And in your own companv you 
fae now all the business from 1900 on 
even a lower rate than three and a 
half? A.—Yes. 

Q.—You have written it down to 
three? A.—Yes. 

e 
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Q.—I do not quite understand why, 
if you objected to the Govermental 
change to three and a half, you should 
yourself voluntarily put your business 
on a lower rate? A.—There is a seem- 
ing inconstitency, but the inconsisten- 
cy will disappear when you come to 
know. You have to meet the change 
that will now take place in three years, 
in about three years. 

Q.—Which is that? A.—The change 
to the four per cent. all round. That 
is only another way of making up what 
the company would be compelled to 
have in reserve at the end of ten years. 

Q.—But is it not raising it up on 
the class of men who are now insured, 
so that they will have to pay for the 
reduction on the other business— A. 
—No—well, it may do that, and yet 
there is no reason for it: it is the old 
policyholders who have aright to com- 
plain. The new policyholders that are 
coming in beginning with 1900 are 
costing a great deal more than the 
original policyholders who came _ in, 
and therefore if their reserves are put 
up at three per cent., and in that 
way to make up what will be required 
in regard to the policies issued prior 
to that, it is simply dong a lIttle more 
justice for the old policyholders. 

Q.—Still, after all, you make the 
new policyholder bear part of the bur- 
den of the change on the old policy- 
holder on rates? A.—Doubtless, if it 
is in correspondence with the charge 
which the new policyholder is making 
on the profits of the old policyholder. 

Q.—Do you mean as to the cost of 
new: business? A.—Yes; the cost of 
one is an offset against the other. 

Q.—The cost of business is constant- 
ly increasing instead of decreasing— 
that is of new business. I see your 
own cost has gone up from originally 
23 and 25 per cent. to 29 per cent.? 
A.—Yes. 

Q.—So that that would imply that 
the cost of new business was an in- 
creasing cost? A.—Yes. 

Q.—Might I ask how you propose 
to stop that? A.—I was quite willing 
to say something on that matter, but 
I understood counsel was going to get 
that letter. 

Q.—We will leave it for the actuary ? 
A.—No, it is not a question for the 
actuary at all, but I understood the 
counsel would recall him on that sub- 
ject. I am quite willing to go on with 
it now. 

Q.—We can come back to it? A.— 
I am quite willing to go on with it. 

Q.—You will get the opportunity to 
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go on with it. You say that the com- 
pany is earning now nearly five per 
cent., that it has got its reserve on a 
three per cent. basis for the business 
since 1900: that it is bringing its other 
business down; that is to say, will 
lower to four and a half per cent. Why 
do you want the right to invest to 
earn more than four and a half, ex- 
cept to make profits? A.—Well, that 
is very legitimate. 

Q.—Quite so, but that can be the 
only thing? A.—No. Yon have safety 
for your policyholders. There may be 
the possibility of the lessening of the 
present opportunities to invest; 1n 
other words that under the present 
law the securities are becoming ex- 
hausted. and with the amounts requir- 
ing investments from vear to year, it 
is going to be intensified rather than 
aided. 

Q.—But von have no doubt of in- 
vestments at three and three and a 
half. and vou are getting vour reserve 
down to three: anything above three 
must be for profits, not for safety? 
A.—It is both for safety and profits; 
it is the rule with life companies that 
it is always safe to use a somewhat 
lower rate of interest than that which 
is required by your Government stand- 
ard. 

Q.—But you want to have a good 
deal higher, because you have a dif- 
ference now of two per cent. between 
five and three. As I understand you, 
last year, with legitimate investments, 
you were earning three per cent.; all 
your new business since 1900 was on a 
three per cent. basis; surely such a 
large margin as two per cent. 1s not 
necessary for profit? A.—Well, profits 
are a very important thing. Why do 
men, for example, pay the company 
an extra premium and say “‘I want to 
share in your profits and your sur- 
pius.”’ 

Q.—I want to get that it is really 
for the making of profits that you 
would require to have anything like 
the discrepancy that at present pre- 
vails between your reserve basis and 
the interest? A.—Oh, no; it is a 
question of prudence for security pur- 
poses as well as the other. 

Q.—Let us assume the object is to 
get insurance as cheaply as possible. 
The insurer only gets from you a rate 
which is based now on three per cent. 
when he comes to pay his premium; is 
that not so? He gets no higher rate 
than three per cent. since 1900? A.— 
Yes, that is so. 
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Q.—And on that you are supposed 
to be able to meet all expenses and 
pay him back his amount of insurance, 
or his family at his death; is that not 
so? A.—Plus his share of surplus. 

Q.—I mean the man who does not 
ask for anything; the man who comes 
for non-participating policy without 
any profits at all; then anything that 
you earn over the three per cent. does 
him no good: is that not so? Is that 
not a fact that anything you earn over 
the three per cent. does him no good: 
he is safe with three per cent? A.— 
Yes. 

Q.—Then if that is the case, the two 
per cent. is only for the advantage of 
those who take policies with what are 
called profits? A.—yYes. 

Q.—That is soP A.—Yes. 


Q.—And that leaves a large sum or 
sums for a greater or shorter period 
in the hands of the company for in- 
vestment by them for the earning of 
profits by way of investment to those 
who are insured: it is a purely invest- 
ment business, it is not life insurance? 
Is it not soP A.—TI think it is both. 

Q.—You do not lower the premiums 
to the non-participating policyholders, 
no matter how much profit you make? 
A.—Certainly not. 

Q.—It remains the same? A.—Yes. 


Q.—So that I am right when I ask 
you this: that all the moneys that you 
get in the difference between the three 
and five per cent. earned is a purely 
investment fund: it is not for life in- 
surance? Jt has nothing to do with 
paying the death claims for life insur- 
ance? A.—What do you want to draw 
from that? ..o man is compelled to 
take a non-participating policy if he 
does not. want to. 

Q.—I only want to get the fact? A. 
—You are only a theorist. 


_ Q.—I want to ask you if this theory 
is correct: that money is not there: 
the interest earned over and above the 
amount required is not there to pro- 
vide the fund to pay death claims: it 
is there to provide profits on moneys 
that have been paid in for life insur- 
ance? A.—He is not required to take 
tha policy. 

Q—lIs that not so? A.—It may or 
it may not be so; for example you may 
not earn five per cent. 


Q.—I am assuming you earn five per 
cent., as you did, and that you have 
written your reserve at three, as you 
did last year on all business from 1900: 
the difference in that, according to 
your statement, is not there for the 
purpose of life payment, of death 
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claims: that is clear, is it? A.—A 
part of it—the three per cent. would 
go to the increase of the reserve. It is 
simply a matter of contract with the 
ccmpany without profits, and whether 
you make four per cent. or five per 
cent. it comes to the same thing, and 
whether you make three or three and a 
half it is the same thing. A non-par- 
ticipating policy has to take the risk 
of that. Last year was an exceptional 
year with us. 

Q.—If you could only invest your 
funds to bring you in three per cent., 
and you had enough in your loading to 
cover expenses, you would not fail to 
meet every obligation for life insurance 
simply? A.—Well, we might: you 
have to take management and various 
things and all that. i 

Q.—I have assumed you have loaded 
sufficiently for that? A.—Well, you 
cannot load sufficiently for expenses. 

Q.—That is impossible? A.—It is 
impossible. 

Q.—It is impossible to load  suff- 
ciently? A.—Yes. 

Q.—I thought the companies tried 
to do that, to load sufficiently for ex- 
penses: don’t you try to do that in 
your company? A.—We have a load- 
ing to cover expenses, but it does not 
cover first expenses. 


Q.—I am not talking of first ex- 
penses: I am talking about the gen- 
eral loading, the general loading ll 
over the company being sufficient. Take 
a twenty year policy, don’t you load 
sufficiently for the first year? A.— 
We hope so, but that would depend on 
circumstances: for example, the cost 
of business has gone up so much of late 
years that it becomes a difficult ques- 
tion, it is one I cannot answer with- 
out going into particulars. 


Q.—I thought it could be made a sci- 
entific theory and proved mathemat- 
ically without any of these doubtful 
things? A.—Let me ask you a ques- 
tion the other way? Is it not? 


Q.—Apparently not, because you 
tell me you cannot say whether this 
is for profit or death claims, and I 
should have thought it could be done 
accurately, and you could have divid- 
ed each part of it and say which is 
which? A.—So you can. 

Q.—Is it not that the two per cent. 
is not for death claims but purely for 
profits? A.—It would be for surplus 
in excess as regards charges against 
that particular policy most assuredly. 

Q.—You have had a saving in your 
mortality? -A.—Yes, usually. 
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Q.—And you try to load sufficient- 
ly, not merely to cover first year but 
load sufficiently to cover all expenses? 
A.—Well, as a matter of fact the load- 
ing does not cover all expenses. 

Q.—Is that quite a proper way of 
doing business, to charge a premium 
that you know is not sufficient to 
cover it? 

Q.—With a continuing policy that 
would result all right, but you can- 
not count that all policies are going 
te be continuing policies; take your 
first year for example, the expenses 
are very much in excess of the load- 
ing; if that policy were to be con- 
tinued on that difference would be 
met, but it requires some years to do 
that. 

MR. NESBITT. It is all based on 
scientific calculations that each policy 
will continue. 


MR. HELLMUTH: Q.—The load- 
ing is not based, surely, on the cal- 
culation that Mr. Nesbitt suggests, 
that each policy will continue? it must 
be based on a certain average of poli- 
cies continuing? A.—It is not based 
upon the average at all. First of all, 
the two elements that enter into the 
premium if the amount that must be 
contributed each year for the claims 
that may arise in the year according 
to the table. 


Q.—That is the reserve, is it? A, 
—No, it is not the reserve; that is 
the amount that will be necessary, 
supposing a thousand or ten thousand 
people enter into an insurance, and 
we will say 10,000 die the first year, 
you have not the money in your hand, 
and that has to be contributed by all 
the members; that is the cost of carry- 
ing the risk, or the contribution that 
has to be made to the claims arising 
in the year. Then you have the 
amount that is to be held in hand at 
the end of the year as a reserve which 
has to be accumulated from year to 
year, these two forming what is known 
as the net premium; then to that is 
added an arbitrary loading. 

Q.—Why arbitrary? A.—It is ar- 
bitrary because there is no scientific 
basis on which you can put it. 


Q.—Cannot a company get, after 
the experience of hundreds of years 
now, or a hundred years some compan- 
ies have been going, cannot they get 
any basis upon which they can figure 
an amount that will be sufficient to 
cover the expenses? A.—You have 
been speaking, for example, a little 
while ago of the increase in the ex- 
penses that is taking place. I think 
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that the theory of a fixed period—say 
take 20 years—any theory on which 
you can base a cost to meet that in- 
creasing cost of obtaining business 
with the existing facts of 20 or 25 
years ago, would prove to be very 
unscientific. 

Q.—Then you would say that in- 
surance is increasing in expenses in 
modern years instead of vireo, 
That would be the result? A.—I do 
not know what you mean by instead 
of decreasing. 

Q.—As a matter of fact it is not 
decreasing but it is increasing—the 
cost of insurance? A.—Do you use 
that term technically? 

Q.—No, I am talking of the pre- 
miums; you have to pay larger pre- 
miums for insurance? A.—Yes. 

Q.—And is that the result of the 
last fifteen or twenty years on this 
continent that it is more expensive 
to insure? A.—Yes. 


Q.—To the ordinary man than it 
was? A.—It is more costly for two 
reasons: a fall in the rate of interest 
and the cost of obtaining business; 
these two reasons: for example my 
company in the earlier years were 
making actuarial interest of seven per 
cent. and eight per cent., and down 
in the neighborhood of six and seven 
per cent. Last year our company I 
think crept up from about 4.80, if I 
remember rightly, or 4.90, crept up 
a little and got up to a ‘little over 
five, but then it has been down over 
that, four to four and a half. 

Q.—That is, the rate is fluctuating? 
A —Yes. 

Q.—But the reserves have never been 
put on a higher basis than 44 per cent., 
even when you were earning seven per 
cent. your reserves were not at a 
higher rate than 44? A.—No. 

Q—It is only the first legislation 
that has brought the rate below 44? 
A.—Yes. 

Q.—Prior to that it was steadily at 
41, as I understand it? A.—43 up to 
that time. 

Q.—Are you personally in favor of 
the deferred dividend or the annual 
dividend system? A.—You would have 
te explain matters, a good deal better 
before I can answer that. I was asked 
to address the Canadian Club in Ot- 
tawa last December, and I read a paper 
befcre that Club in which I expressed 
myself very distinctly as to the out- 
come of the deferred dividend plan, but 


- there is a very great deal can be said 


in favor of the deferred dividend, or 
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accumulated dividend plan, but in its 
practical working out it has been in my 
jidgment the cause of the extreme cost 
in obtaining new business, but that is 
not inherent: it may be incidental, 
and that incidental element of it has 
been taken advantage of, especially by 
the three large American companies 
who through the fund, as I have before 
expressed it, assumed no responsibil- 
ity, they used that fund to an undue 
extent in trying to see which would be 
the biggest company in the world, and 
when they entered the field smaller 
companies were very helpless, but I 
shal] deal more fully later on with that 
matter. 

(The Commission then adjourned till 
10.30 a.m. to-morrow.) 


THIRTY-FIRST DAY. 
MORNING SESSION. 
Toronto, May 29th, 1906. 


WM. C. MACDONALD, examination 
continued. 

MR. SHEPLEY: This is the profit 
and loss statement prepared by the 
Confederation Life for the year 1905? 
A —Yes. 

Q.—The first item in it—it is a uni- 
form statement for all the companies as 
perhaps you are aware—is loading first 
year’s premiums, $73,580; will you tell 
me how that is arrived at? A.—By 
taking the difference between the gross 
premiums earned for the year and the 
net premiums on the business for the 
year. 

Q.—The net premium I think we 
have had defined before; but how do 
you arrive at the amount that you add 
to the premium for loading, which of 
course ought to be this when it is taken 
from the gross premium 

MR. LANGMUIR; First year, of 
course. 

MR. SHEPLEY: Yes? A.—The 
amount is arrived at by adding a per- 
centage, or a percentage plus a fixed 
amount, a constant, to the net prem- 
ium, that is the usual gractice, and 
that was the practice which was adopt- 
ed in determining the loading in the 
case of the premiums in the Confedera- 
tion Life. 

Q.—You have given us two methods 
there, are those methods both in use 
with respect to differant classes of in- 
surance, or how is that? A.—Two 
methods? 
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Q.—You say either by adding a per- 
centage or a percentage plus a constant 
—is it always a percentage plus a con- 
stant? A.—Not always. 

Q.—That is what I mean by two 
methods? A.—On the policies of the 
early years in the company the loading 
was a straight percentage on the net 
premium; in the later years the sys- 
tem has been adopted of a percentage 
and a constant. 

Q.—Then in the years during which 
you were providing for loading by a 
percentage was that percentage unl- 
form? A.—For the different classes of 
policies? 

Q.—Yes? A.—No, it varied accord- 
ing to the class of contract. 

Q.—Tell us just in outline how that 
was? A.—On the whole life policies 
the loading was about thirty per cent. ; 
I do not know upon what table or 
what exact basis our original rates on 
the life plan were computed; taking 
the Hm. table, the 43 per cent., which 
was the table we always employed, 
they gave an approximate loading of 
thirty per -cent., but not exactly 
thirty; it varies a little, and I was un- 
able to ascertain just the exact mode 
of computation that had been used. 

Q.—It is about thirty per cent., it 
varies a little, as you say? A.—Yes. 

Q.—That would apply down to about 
what year? A.—That applied to all 
the policies issued before 1896, those 
rates remained unchanged. 

Q.—With respect to other classes 
during those years? A.—The limited 
life plan was, I think, a fixed percent- 
age, varying from twenty to twenty- 
five per cent. according to the class of 
policy, not so high a percentage on en- 
dowment policies—— 

Q.—Pause a moment; you had the 
ten, fifteen and twenty payment life 
policies? A.—Yes, we had those, not 
all of, them, from the inception of the 
company. 

Q.—When you say they varied from 
twenty to twenty-five did it vary ac- 
cording to the number of payments 
during which the policy was to be paid 
up? A.—Yes, it varied in that way lI 
think. 

Q.—Which was the greater? A.— 
The longer the term the higher the 
percentage of loading, and on _ the 
endowment rate the loading was some- 
what lower till, it varied ; on the longer 
term endowments, I think, it was 
about twenty per cent., and on the 
shorter term endowment 173 per cent. 
—I am speaking now of the endow- 
ment policies which were issued— 
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Q.—Prior to 1896? A.—And subse- 
quent to 1881. The endowment poli- 
cies issued prior to that carried a 
heavier loading, the percentage I do 
not remember at present. 

Q.—Speaking generally during the 
period down to 1896 the method of 
arriving at loading was by taking per- 
centages which were higher’ in the 
whole life, then lower on the other 
plans as you lessened the number of 
payments? A.—yYes; I think I can 
say without hesitation they were les- 
sened on all the plans; I have not 
looked at the loadings for some fittle 
time, I do not remember the exact 
scale of loadings. 

Q.—Then in 1896 you _ brought 
about some alteration in the method 
of loading? A.—Yes. 

Q.—Tell us about that? A.—In 1896 
We re-cast our premium rates, and 
they were computed on the basis of 
four per cent., the loading determined 
on being a percentage plus a constant, 
the percentage varying, I think the 
constant also varying according to 
the plan and class. 

Q.—Can you give us in an outline 
just what these percentages were for 
the different class of insurance, and 
what the constants were? A.—On the 
whole life the percentage was twenty- 
two and a half per cent. plus $2.00; 
ten life twenty-two and a half per 
cent. plus $1.00; 15 payment life, 224 
per cent., plus $1.25; 20 life, 224 per 
cent plus $1.25. 

Q.—That is something I have ob- 
served in the cases of other companies, 
that no distinction was made between 
15 and 20 life? A.—Of course -the 
object is to get a percentage or a 
constant that remains the same for 
all plans as nearly as possible; it is 
a little more easy to aeal with. 

Q.—Is there a difference between 
participating and non-participating? 
A.— 9h ‘yes. 

Q.—What you have given me I have 
assumed to be participating? A.— 
Yes, that is correct. 

Q.—Then for non-participating? A. 
—It was 8 per cent plus $1.00. 

Q.—In all? A.—On all life; 10-life 
was eight per cent. ; 15-life 8 per cent. 
plus 25 cents; 20-life 8 per cent., plus 
fifty cents. 

Q.—That is with respect to life and 
life payments; then with respect to 
endowments? A.—17% per cent., plus 
$2.00 for all endowments policies 
continuous premiums, that is for all 
term endowments with the premiums 
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throughout; and the non-participat- 
ing, 8 per cent., plus $1.00. I might 
perhaps be permitted to correct some 
of those percentages of the early 
years; I see they vary a little from 
what I stated from memory. The 
whole life policies the life I said was 
approximately thirty per cent., it var- 
ies apparently from about thirty to 
thirty-three and a third. The 10-pay- 
ment life varies from about 28 to 25 
per cent.; then the 15 and the 20-pay- 
ment life were loaded thirty per cent. 
Ten-year endowments 16 to 17 per 
cent.—I do not quite understand that, 
because I understood it was always a 
uniform loading, and it appears to be 
some little variation, I cannot at the 
moment explain. 15 year endowment 
18 to 19 per cent. ; 20 year endowment 
20 per cent.; 25 endowment 22 per 
cent. 

Q.—Then as to non-participating 
business during that same period? A. 
—Whole life 18 to 124 per cent. 

Q.—What regulated the difference 
there? A.—I cannot tell you, I do 
not know on what basis those early 
rates were computed.. 

Q.—Would the age at the time of 
the policy have anything to do with 
that? A.—These computations are 
made before the policy is issued at all 
—oh, I see, the age of the insured? 

Q.—Yes? A.—It evidently did, it 
had something to do with it, but I 
cannot state the reason. 

Q.—But there was that variation? 
A.—Yes, using the Hm. table and 
four and a half, whether that was the 
table used in computing those rates I 
cannot say. 

Q.—Can you think of any other rea- 
son for differentiating between non- 
participating policies than differences 
in the age of the insured? A.—Oh, 
no, I could not think of any other 
reason that would actuate them; I am 
rather under the impression that the 
table that was used was possibly not 
the Hm. four and a half, and some 
other table was employed in comput- 
ing those rates, and that would ex- 
plain the variation in the loadings, to 
some extent, when applied to the Hm. 
table. 

Q.—Since 1896 what table have you 
been using? A.—We have used the 
Hm, table throughout for all purposes. 

Q:—You have used the Hm. table 
with what rate? A.—Since 1896, for 
premium rates? 


Q.—Yes? A.—For,.the policies 
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issued in 1896 to 1899 we used the Hm. 
table with four per cent. 

Q.—And since that? A.—Since 
1900 we computed on the same table 
with three and a half per cent. inter- 
est. 

Q.—You have raised the premium by 
making the interest three and a half 
per cent. instead of four? A.—Yes. 

Q.—And therefore raised the fer- 
centages? A.—Not necessarily. 

Q.—If you compute your premium 
on the same table at a lower rate of 
interest you have a higher premium? 
A.—Yes, that is quite true, but it 
does not follow you have a higher per- 
centage of loading. 

Q.—No, but the same percentage 
would produce a larger figure? A.— 
Quite so. 

Q.—Following that out still, having 
regard to the alterations you have 
made in the method of first somput- 
ing your natural premium and then 
computing your loading since 1896, 
what is the money difference, cr is 
there any money difference, between 
the result as to loading before 1896 
and since, any substantial d?f-rence 
—is the loading higher now than it 
was up to 1896, as a matter »f figures? 
A.—Generally higher, it may le fos- 
sible on some plans it is lower, but 
on the majority of plans the anecunt 
added to the net premium for load- 
ing is higher than under the old poli- 
cies. 

Q.—Is that because insurance has 
become more expensive? A.—Partly 
sO. 

Q.—And partly what else? A.—On 
the ground of prudence and safety. 

().—That is to have margins? A.— 
To have margins to be able to per- 
haps make better returns in the form 
of dividends to policyholders. 

Q.—I would have assumed you had 
margins under the old system as well 
as under the new? A.—So we had. 

Q.—And that those two would per- 
haps equalize each other, and prob- 
ably any substantial increase in the 
loading since 1896 was due to the in- 
creased expense of carrying insurance? 
A.—Partly so, not wholly. 

Q.—Those are tke two elements, are 
they? A.—That was the expense, and 
the ground of prudence. 

Q.—And you say perhaps producing 
better results in the way of dividends 
or profitsP A.—Yes; when I speak of 
better results in the way of profits I 
am speaking now of course of partici- 
pating policies. 

Q.—It is not perhaps proper that I 
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should criticize at all, and I do not 
want to, but I ask you to say whether 
having regard to the purpose for which 
a loading is added to a premium, hav- 
ing regard to that purpose, profits 
ought to enter into it at all, whether 
it ought not to be strictly confined to 
expenseP A.—I think they should 
under a participating policy. 

Q.—Then you would not agree with 
the proposition altogether that the 
loading is solely and only for the pur- 
pose of providing for cost? A.—Oh, 
no. 

Q.—You think a loading may be le- 
gitimately put on for the purpose of 
swelling profits? A.—When you issue 
a man a policy on the participat'ng 
plan he expects, he is led to believe he 
will get some return in the shape of 
profits—I do not admit the term ‘‘pro- 
fits’’ is technically a proper term to 
use in connection with life insurance 
contracts, but at the same time 

Q.—What word would you use in- 
stead? A.—It is a return of a surplus 
or overcharge on the premiums merely ; 
however, the term ‘‘profits’”? has come 
into general use. 

Q.—The real definition of it is that 
it is a surplus which has been put in 
hand by reason of the conservative esti- 
mate of cost and by reason of certain 
other savings? A.—Yes. 

Q.—Your loading in respect of first 
year premiums during 1905 was $73,- 
580; that is something which, of course 
legitimately and properly and in the 
first instance goes to defray cost of ob- 


‘taining that year’s insurance? A.— 


Yes, it is to be applied to that purpose. 


Q.—You have as your next item 
what is sometimes called saving in mor- 
tality in respect of policies issued in 
that year, that is—I will just put the 
item so that it will go upon the record 
—your net expected death losses in 
that year in respect of policies issued 
in that year was $22,884, according to 
the tables of mortality upon which you 
were working? A.—Yes, I believe so. 

Q.—And the actual death losses net 
in that year in respect of the same poli- 
cies was only $9,119? ‘A.—Yes. 

Q.—So that there was a saving in 
mortality in respect of that year poli- 
cies was only $9,119? A.—yYes. 

Q.—That I will have to ask you a 
little more in detail further on, but 
just speaking generally to get the prin- 
ciple, that is applicable theoretically 
upon sound principles to what—where 
ought that to goP A.—It goes to the 
credit of the policies—which are you 
speaking of, the mortality? 
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Q.—Yes, the saving in mortality? 
A.—It may be applied to the credit of 
the policy. 

Q.—It is something in respect of 
which there has been an advantage 
accrued to the policyholders? A.—Yes. 

Q.—And that advantage (perhaps for 
the present purpose, it is not very ma- 
terial) if the expense is met from other 
sources, goes of course to increase what 
are improperly called the profitsP A. 
—Yes, that may be applied to meet the 
expenses. 

Q.—Assuming the expenses are pro- 
vided for otherwise? - A.—Quite so, 
that would be the only thing that could 
be done legitimately. 

Q.—It would then increase the sur- 
plus for the benefit of the policyhold- 
er? A.—Quite so. 

Q.—Just one other question about 
that; would that benefit policyholders 
other than the policyholders who issued 
their policies in that year? A.—lIt de- 
perds upon the system adopted of ap- 
plying it. 

Q.—According to your system? A.— 
According to our system we apply the 
savings from mortality towards ex- 
penses. 

Q.—But supposing your expenses 
were provided for, as I say, from other 
sources, so that these were available 
for profit, I want to know whether as a 
matter of insurance principle that pro- 
fit belongs solely to the policyholders 
who issue their policies that year, or 
whether it belongs generally to policy- 
holders participating? A.—That would 
be a matter of a good deal of judgment 
as to the system adopted in applying 
it. JI think where the profits from 
mortality are applied to the credit of 
the policies directly instead of under 
the system we follow it is applied gen- 
erally to all policies; I think that is 
the practice that is adopted. I think 
perhaps it will be found in some com- 
panies it varies, that is they may scale 
it and give a larger percentage to first 
policies and a smaller percentage to 
old policies; as to that I cannot say. 


Q.—I am quite content with your an- 
swer, and that means this, that assum- 
ing expenditure to be met from other 
sources, this would be available not 
only to "the policyholders whose policies 
came into existence during this year, 
bu to the general body of participat- 
ing policies? A.—If so applied. 

Q.—And I understand you to say 
that would be sound insurance? A.— 
Well, of course based on the law of av- 
erage, which is the whole underlying 
principles of life insurance, I suppose 
it would, that is you cannot deal with 
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any one class or itemize your accounts, 
or adopt too great a measure of refine- 
ment; it is an utter impossibility, and 
I fancy that would be the principles 
that would have. to be adopted, or 
would be adopted, rather. 

Q—In your company you made use 
of that saving for the purpose of over- 
coming the large initial cost? A.—We 
have not only the large initial first 
cost 

Q.—I mean when I say initial first 
cost the first year cost? A.—You are 
speaking of that particular item there? 

Q@.—Yes? A.—We do not eliminate 
that particular item of profit from the 
other profits arising from that source ; 
we deal with the profit arising from 
mortality as a whole. 

Q.—The theory of this profit and loss 
account as far as that item is con- 
cerned is this, that you take the dif- 
ference between the expected losses and 
the actual losses, $18,765, which is 
added to the loading for the purpose of 
minimizing the first year expenses? 
A.—Yes, in that statement that is 
done. 

Q.—And that is economically sound, 
is it not? A.—yYes, there is nothing 
unsound in it if you choose to apply 
it in that way. 

Q.—Adding those two sums together 
you have what is called in the state- 
ment total margins on the first year 
premiums for 1905, $87,345; as against 
that what were the first year expenses 
for 1505, that is expenses in respect 
of rev business for that year? A.— 
They are set there at $220,360. 

Q.—Or a deficit after allowing for 
both these items of $135,015—that 
seems t)» be so according to your 
account: that means, if I understand 
it. that your initial expenditure— 
when I say initial expenditure I mean 
your cost of first year insurance for 
that year—exceeded the sums which 
had been provided by way of loading 
and which arose by reason of a saving 
in mortality by the sum that has been 
named, $185,015? A.—Not exactly. 

Q.—How would you put itP A.— 
You have left out an item there which 
we are entitled to credit there; you 
have only credited as with in that 
statement saving of mortality for six 
months, while you have charged us 
the expenses for one whole year; this 
business issued in 1905 was only on the 
average six months in force, and that 
is only the mortality for six months, 
but these are the expenses for the year, 
this is the total expenses on the basis 
of course of a revenue statement. 
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Q.—If you were making out one for 
1904 you would adopt the same plan, 
would not you? A.—I think we would 
be entitled very properly to the savings 
on mortality in 1905 on the business 
that was carried over into that year 
from 1904, the first year business. 

Q.—That would equalize itself if we 
had prepared this statement for a suf- 
ficient number of yearsP A.—Quite 
so, but in preparing the statement now 
it is in error to that extent and ad- 
justment should be made. 

Q.—If it took its place as a state- 
ment in a series of statements for ten 
years running down to this that diffi- 
culty would not exist, would it? A. 
—There is no reason why it could not 
have been done now for this statement. 

Q.—Would you mind answering that, 
because I do not want to have some- 
thing which is only partially in regard 
to that; I may be wrong, would not a 
series of statements which included 
this equalize or cast out any error aris- 
ing by reason of that? A.—Well, no, 
if we were asked next year, 1906, to 
prepare a similar statement the same 
error would obtain in that statement; 
if we are asked to prepare a statement 
on that basis. 


Q.—Do you say that in your method 
of averaging you do not recover your- 
self year after year if you adopt it 
every year? A.—I will try and make 
it clear if I can. 


Q.—Make is clear with regard to a 
series of statements? A.—These are 
the net expected death losses arising in 
the year 1905, on the business written 
in that year. The business. being 
written throughout the year, equit- 
able throughout the year, that business 
would be only on the average six 
months in force, and that is the 
expected mortality on that busi- 
ness for six months only; then if you 
were to carry that business up to its 
anniversary of its issue in 1906— 

Q.—In the middle of 1906? A.— 
1906, you would find that expected 
mortality would be probably double 
that item, and this expected saving 
would also probably be double; making 
twice that amount as a saving from 
mortality. 

Q.—Would not it equalize itself, or 
would it, if you had a series of state- 
ments, each one made upon this prin- 
ciple for each ten consecutive 
years? A.—No, certainly not. 

Q.—Would each year be out and 
never be recovered? A.—That ‘show- 
ing would be incorrect for each year. 

Q.—And it would not be recovered 
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by reason of the same elements enter- 
ing into. the next year? A.—No. 
Take 1906, the saving that would arise 
from this year’s business, that is for 
the year 1905, would not be included 
at all in these items, it would come 
into this other item lower down. 


Q.—I think now I understand; this 
item lower down contains all the sav- 
ing in mortality which is not in this 
one higher yo? A.—Quite so, it is 
there, but to get the correct savings 
of mortality for one whole year you 
have charged that business with one 
whole year’s expense, therefore you 
ought to give it credit for one whole 
year’s mortality savings; that could 
have been done, probably arrived at 
approximately, by taking the savings, 
as I intimated a moment ago, on the 
business written in 1904, and which 
was carried into 1905, the first year 
business. 


Q.—Then let us see, because it 
seems to me that perhaps we are not 
very far apart upon our construction 
of this or upon its effect; if the plan 
which you speak of were adopted you 
would have a greater saving in mor- 
tality against first year expenses, and 
a lesser saving of mortality in respect 
of other business? A.—Quite so. 

Q.—In that way the net results at 
the end would not be affected? A.— 
Not in the slightest. 


Q.—But you would have a larger 
sum for the purpose of minimizing the 
first year expense? A.—Yes. 

Q.—It would not be fair perhaps to 
ask you to estimate what difference 
that would make? A.—I think I can 
safely say that if we take the 1904 as 
a basis, that as business came into 
1905, it was a smaller business than 
1905 business, that our saving was 
somewhat in excess of that, the per- 
centage of saving was in other words 
greater. 


Q.—It might affect it a few thou- 
sand dollars? A.—Quite so; of course 
we might go on and carry out that 
business to the end of its own indi- 
vidual year and find we had made a 
loss on it but not likely. 


Q.—I anticipate for a moment, and 
skip the items to go to the result for 
the purpose of getting at a compari- 
son; your total profits for the year 
without deducting these losses, or 
rather the losses that are shown here, 
what are called losses, this expense 
and so on, was $325,238, according to 
this statement? A.—Yes. 
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Q.—And in some way or other the 
business had to bear—the business 
which earned that profit in the year 
had to bear $125,015 in respect of ex- 
cess of cost of first year insurance 
over what was provided by the ordin- 
ary means for it? A.—No, I do not 
quite admit the correctness of these 
figures. 


Q.—With the exception of what we 
have been speaking about, the few 
thousand dollarsP A.—Yes, I think 
that credit should be given to that 
first year business for the profits from 
surrenders and lapses. I think large- 
ly that item should belong to that. 


Q.—Will you tell me please whether 
in respect of surrendered or lapsed 
policies in 1905, written in 1905 and 
surrendered or lapsed in 1905, there 
would be any profit? A.—Not from 
them, I say it is legitimate to credit 
that business with a portion of that 
profit. I admit they do not arise 
directly from that business, but it 
is profit that may be used and applied 
in whatever way it may be deemed 
desirable; I do not hold that it is di- 
rectly a profit arising from the busi- 
ness of that year, although the charge 
that is exacted when a _ policyholder 
surrenders or when a policy lapses is 
regarded as a charge for the purpose 
of placing another policy on the books; 
it is very generally regarded as pro- 
perly applicable in that way. 


Q.—We will pass on to the other 
items; in respect of renewal premiums 
paid during 1905, the company re- 
ceived $216,608, that seems to be the 
statement? A.—Yes. 


Q.—And from that is deducted all 
other expenses except taxes, repairs 
and investment expenses, that would 
be all expenses in connection with the 
operations of the company except first 
years expenses and these exceptions, 
taxes, repairs and investment ex- 
penses? A.—Yes. 


Q.—Those expenses are $143,445, so 
that in respect of renewal premiums 
after deducting those expenses you 
have a surplus of $731,163? A.— 
Yes; it occurs to me that I perhaps 
should just make an explanation here 
in case of any misapprehension; in ar- 
riving at these loadings or margins 
we are not using the net premium 
tables on which the premiums were 
originally computed ; we are using pre- 
miums computed on the basis upon 
which we reserve, which differs from 
the basis in some instances at least. 


Q.—That will make some difference? 
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A.—It would make quite a substantial 
difference, 


Q.—In which direction, will it make 
your profits greater? A.—If we used 
the tables upon which the premiums 
were computed this item would be 
larger. 


Q.—That is the profit item? A.— 
Yes, and this would be smaller. 


Q.—The item $73,163 under the 
head of profit would be larger, and 
that of $135,015 under the head of 
loss would be smaller? A.—Yes. 

Q.—Next we come to the saving or 
mortality in 1905 otherwise than in 
respect of policies issued in that year; 
is that open to the same criticism you 
made upon the savings of mortality 
in the case of first year? A.—Oh 
no, because that does not profess to 
be other than what it is; I do not say 
it is this either, but in the shape you 
are putting the question to me I 
could not admit quite the correctness 
of those figures. 


Q.—You are quite right; the net 
expected death losses in respect of 
these policies was $379,539, and the 
actual $246,942, or a saving in mor- 
tality otherwise than in respect of first 
year business of $132,597? A.—Yes.’ 


Q.—Well, then you had a loss in 
mortality in respect of annuities of 
$9,217? A.—We had. 

Q.—Before passing on to the next 
item let us just recapitulate for a mo- 
ment. Can you give me off hand a 
computation as to how much per thou- 
sand that expense is for the first year’s 
insurance? How much per thousand 
of insurance written? A.—TI think I 
ean. It would be on the basis of about 
Sing). LHink. 50. 


Q.—Our people made it about 40. 
A.—They have taken off the cancel- 
lations. That would be right. 


Q.—Taking off cancellations it would 
be about $40 per 1,000 of the insur- 
ance written. Then, Colonel Mac- 
donald, what sum per thousand do you 
assume when you are computing divi- 
dends or computing an apportionment 
of profits or surplus money to parti- 
cipating policyholders? A.—TI do not 
assume any sum. All the savings from 
mortality are now applied to the ex- 
pense generally and we make a charge 
as a fixed charge per thousand against 
first year business to cover certain 
expenses and then the balance of the 
expenses are assessed. 

Q.—Am I wrong in saying that in 
figuring your dividends for initial cost 
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you allow 10 dollars per thousand? A. 
—We allow that as cost, yes. 

Q.—That is what you allow as cost? 
A.—Yes, that is part of what we al- 
low. There is another cost as well. 

Q.—Certainly, but when you are 
figuring initial cost there is $10 per 
1,000? A.—Yes. 

Q.—Does that mean then that in re- 
spect of an item of $40 which you had 
to pay out, you only say to the par- 
ticipating policyholder, we are going 
to charge you $10? A.—Oh no, be- 
cause we have charged him with the 
mortality savings, we have applied 
them first to the expenses. The mor- 
tality savings arise largely in the 
early years of the business. 

Q.—But they, of course, do not make 
the difference between 10 and 40? A. 
—They make a considerable portion of 
Ge 

Q.—Having regard to all the items 
that enter into this computation of 
apportionable surplus, is it safe to 
fix upon $10 per 1,000 as initial cost 
in view of the fact that it is really 
40? A.—It is safe, because the other 
provisions for expense fully provide 
for all the expenses that are incurred. 

Q.—That is for subsequent expenses? 
A.— Yes. 

* Q.—But I am speaking solely now 
of first year expenses? A.—Oh well, 
if you are going to eliminate the first 
year business from the other business 
and deal with that solely, of course 
you would have to charge a higher rate. 

Q.—What you say is that there is an 
allowance in respect of second, third, 
fourth and fifth year costs, which 
equalizes? A.—yYes. 

Q.—In one of your answers to the 
questions which I have asked, you have 
put this: ‘‘The cost of obtaining bus- 
iness may be safely reckoned as not less 
than the amount of the entire first 
year’s premium?’ A.—Yes, that is 
approximately correct, I find that our 
business last year was about 90 per 
cent. I think it was 90. When I 
spoke of costs there I spoke of the mor- 
tality charge as well as the expense 
charge, when I spoke of costs of the 
business in that statement, I think. 
That is my recollection. 

Q.—I thought not. Perhaps I have 
misread you. I will read the whole 
sentence: ‘‘The cost of obtaining bus- 
iness may be safely reckoned as not 
less than the amount of the entire first 
year’s premium. This is apart from 
any charge for mortality for the year.”’ 
Then to follow that, you say: ‘‘If de- 
duction is made, say of 15 per cent. 
for expenses in connection with re- 
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newal premiums, plus a charge of 
2j;3rds of one per cent. of the same 
share for cost of mortality, which 
would be moderate, it will be observed 
that the profit arising from lapses is 
comparatively trifling?’ A.—Yes, I 
have said that. Of course those figures 
are only round figures. I did not go 
into any computations at the time in 
regard to it. Probably 2/8rds of one 
per cent. for mortality might be a little 
high. I don’t know that it. would, 
though. 


Q.—Then your savings in mortality 
are very satisfactory are they not? 
A.—They always have been. 

Q.—And they are in this statement? 
A.—Quite so. 


Q.—We make them up at about 66 
per cent. Can you verify thatP A. 
—The cost would be about 66 per cent. 
The saving would be about one-third 
wouldn’t it? 


Q.—Yes, that is right? A.—The 
saving would be the difference between 
that and 100. 


Q.—One question about the loss in 
respect of annuity claims between ex- 
pected maturing claims and actual ma- 
turing claims. That is a loss of $9,- 
217. Are there as against that any 
interest profits on the sums paid in to 
purchase the annuities? A.—I don’t 
quite understand your question. 

Q.—In your interest, dividends and 
rents, there is interest upon sums 
which have been paid to you by way 
of purchase of annuities? A.—Oh 
yes, the annuities; that is the actual 
loss upon that for the year. 

Q.—That is the actual loss as between 
expectant annuity claims and actual? 
A.—Yes, in that year. 


_ Q.—Then appropriately the earn- 
ings of the purchase moneys of these 
annuities would be applicable pro tanto 
to wipe that out? A.—yYes. 


Q.—Now we come to the income 
apart from premiums. ‘‘Interests, 
dividends and rents received during 
1905 $579,219.” That is less ‘‘taxes, 
repairs and investment expenses for 
the year $97,903,’ and less ‘‘required 
to make good the reserve in 1905 $421,- 
441.”" Or a total to be deducted from 
your interest of $519,344, leaving a net 
profit after putting up the reserve of 
$59,875? A.—Yes. 

Q.—That is the net profit in respect 
of that item. Now what rate of in- 
terest does that represent upon the 
amount of your jnvestments or can 
you tell that off hand? A.—That is 
this $59,875? 
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Q—Yes? A.—6/10ths of one per 
cent., I suppose. It must be about 
that. We have about 10 millions of 
assets. 

Q.—And it is about 12 per cent. left 
of the total interest, dividends and 
rents received? A.—Yes, of course 
that item is swelled by this item here 
of $64,000 which is really, when you 
are speaking of rents and interest and 
revenue from that source, I don’t 
think it should be included. It is 
taxes and repairs, which I think should 
be eliminated altogether from that 
item. 

Q—Now in connection with your 
estimates, what rate of interest have 
you used? A.—The original estimates 
which were prepared some 15 or 16 
years ago, the rate of interest used was 
the rate we were earning at that time; 
about 6 per cent. 

Q.—Then the more recent years? A. 
—In the recent estimates there was 
reallly no interest rate taken into con- 
sideration. We took in the last es- 
timates that were issued, the results 
on policies that were maturing and 
made our computations from them as 
closely as we could as to what the re- 
sults might be upon the new policies. 

Q.—In making your computation of 
profits I see that you have taken a 
rate of interest of 4.7? A.—Yes. 

Q.—Do you earn that? A.—We do. 

Q.—You think you earn that? A. 
—Yes. 

Q.—Coming to the next item, have 
you prepared a schedule of profits from 
savings? A.—Yes, Mr. Dawson has 
that. 

Q.—That item as I understand it is 
where a security has matured or where 
you have sold it and either realized a 
profit over original cost on the realiza- 
tion, or have sold at a profit? A.— 
Yes, it may include some other items 
written up. I do not know. It 
might include an appreciation in val- 
ues. I cannot answer definitely. I 
have not the statement before me. 

Q.—I think we have that in another 
writing, No. 7. Increase in Market 
Values? A.—No, that would be dif- 
ferent. 

Q.—Then that item, profit from sales 
or maturity as per schedule, is $119,- 
820. and then the loss from sales on 
maturity as per schedule $84,536. That 
seoms large? A.—Yes, but that in- 
cludes the item referred to yesterday, 
that we wrote off our head office build- 
ing last year $40,000 odd. 

Q.—That gives you a gain of $34,784 
in respect of that class of writing. Then 
‘“‘TIncrease of Market Values as per 
schedule $52,164?”?  A.—That is the 
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difference between the increase and the 
decrease in the market value of securi- 
ties during the year as computed at 
December 31st, compared with Decem- 
ber 31st of the previous year. 

Q.—That is, you have certain se- 
curities which have increased in mar- 
ket value between December and De- 
cember to the extent of $52,164? A. 
—Yes, on that. 

Q.—And on the other hand you have 
securities which have decreased in 
market value during the same period 
by $45,989? Principally what is that 
decrease in market value? A.—De- 
bentures probably. I valued some 
of our bonds and debentures on a more 
stringent basis this year than fomer- 
ly. I may say that while that item, 
the difference between the market and 
the cost value of securities, appears in 
our statements, we do not take credit 
for it at all as a divisable item of sur- 
plys, and we have not, perhaps, been 
valuing those securities as closely as 
we would have done under other cir- 
cumstances. Sometimes securities are 
a little undervalued. 

Q.—That leaves you a net profit on 
increase of market values of $6,175? 
ts.—Yes. 

Q.—Then the next item is reserves 
released by surrender and lapse $98,- 
Zio Pimp Y eS 

(Q.—That is reserves in respect of all 
surrenders and all lapses? A.—Quite 
so. 

Q.—Then against that there are sur- 
render values to the amount of $71,- 
615? A.—Yes. 

Q.—Leaving a surplus upon that of 
$18,644? _A.—Yes. 

Q.—Are the surrender values likely, 
in consequence of what you told me 
the other day, to grow so that that 
item will need readjustment say next 
year or this year? A.—No not when 
those old items are dealt with and 
wiped off. 

Q.—Have they all been provided for 
in this? A.—We have an amount in 
our reserves which we can apply and 
propose to apply to meet that liability. 

Q.—And which is not included in 
the released reserves here? A.—No: 

Q.—Then the last item is ‘All other 
profits as per schedule and all other 
losses as per schedule $5,000??? A.— 
That is an amount, a little extra re- 
serve we put up on a certain form of 
policies, such as paid up policies and 
bonus additions; I always deem it ad- 
visable to value them a little above 
the standard table, and on certain 
other forms of policy we put up a little 

more than the tabular reserve. For 
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example where we have a certain class 
of policy for a broken amount, say 
$740; we will value that at $750 for 
convenience sake. Besides that a 
general principle can be observed 
which I fancy is a customary one, 
which is to make your reserves a little 
more rather than err the other way. 

Q.—That is an estimated sum then? 
A.—An estimated sum. When get- 
ting these figures together, you can- 
not get all these figures accurately, 
they must be more or less approxi- 
mate. I know that sum is approxi- 
mately correct, but it might be found 
on an accurate computation to be 
$1,000 wrong, or something of that 
kind. 

Q.—Then that, of course, you put 
under the head of loss because that 
is withdrawn from the profits of the 
year? A.—Yes, it has to be provided 
for in that way. 

Q.—That brings us to the total pro- 
fits, $325,338. Total losses $149,232, 
and net profit $176,206. That is 
after providing for all the expendi- 
tures of the company and for putting 
up the reserve? A.—Yes. 

JUDGE MacTAVISH: There is a 
mistake there, Mr. Shepley, the ‘2’ 
. Should be ‘0’. 

MR. SHEPLEY: Yes, $176,006? A. 
—Yes, it should be that. I remember 
that myself in the original draft. 

Q.—Then you have analysed the ex- 
pense of first year insurance for us 
and the commissions on $168,659? A. 
—That includes commissions and sal- 
aries paid to agents and all charges 
for obtaining business. I could not 
itemize that and put commissions se- 
parate from salaries and other ex- 
penses. 

Q.—Medical examination fees and 
inspections $13,672. All other ex- 
penses of the new business for 1905 
$40,029. That is a very considerable 
item; what is thatP A.—That is the 
general expenses. 

Q.—Is it explicable at all? A.—Yes 
I could get how I arrived at the item 
from different sources, but I could not 
give it to you just at the moment. It 
is the balance of the general expenses 
which is assessed against the first year 
and renewal business on a more or 
less arbitrary basis, because you can- 
not determine and say how much of 
this expense is properly chargeable to 
first year business and how much to 
renewal. You cannot say how much 
of office salaries and rents and so forth 
can be charged to first year business 
and to renewal business on any abso- 
lutely correct basis? A.—It is a mere 
matter of judgment. 
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Q.—One other comparison [ would 
like to make before leaving this. The 
excess of cost of first year business 
$135,015, will of itself, if so applied, 
absorb practically the whole of your 
salvage on mortality in all years? A. 
—Yes, I think so, practically. 

Q.—Does that mean that during 
1905—whatever may be the restoration 
in the future—all policyholders gave 
up for the benefit of the policyhold- 
ers who came into existence in 1905, 
their right to the mortality salvage? 
A.—No. 

Q.—What benefit do they get from 
it? A.—There is no expense in com- 
puting the dividends charged against 
those old policyholders except the fair 
cost of the expense of collection of 
premiums. There are other expenses 
that must be charged against the busi- 
ness, and therefore, in assessing those 
expenses it comes out of the mortality 
savings to which they might perhaps 
be entitled under that. Policies that 
are in force for 10 years will show a 
very small mortality saving. There 
will be a considerable saving in the 
first 5 years; perhaps some saving in 
the 2nd decade of the policy’s exist- 
ence, but after that the mortality sav- 
ing must be comparatively small and 
they run out. 

Q.—They run out, of course, but I 
am speaking of the temporary period ? 
A.—tTherefore there is no injustice 
done to those old policyholders in ap- 
plying savings from mortality in that 
way. At least I think not necessar- 
ily, but if there were a savings from 
mortality it is not more than sufficient 
to cover the general expenses in con- 
nection with the managemet of that 
business. 

Q.—I prefaced my question by say- 
ing, leave out of consideration any- 
thing that may be restored in the fu- 
ture, that may be equalized, any equili- 
brium that may be restored in the fu- 
ture and deal with the question for the 
moment, if you are dividing profits 
among policyholders and taking into 
consideration this year’s profit and 
loss statement, do the policyholders or 
do they not suffer by reason of this 
excess of expenditure, this first year’s 
business excess? A.—The old policy- 
holders? 

QO —Yes? .-Ai=——No. 

Q.—If the first year’s business of 
1905 had carried itself, that is if the 
premiums had recouped the expenses 
and had also provided for the reserves, 
there would have been so much more 
to divide? A.—There would have 
been so much more to divide I sup- 
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pose, amongst the new policyholders. 
They would be clearly entitled upon 
those assumptions to the entire mor- 
tality savings. 

Q.—MR. LANGMUIR: Pausing at 
that point, what was the aggregate 
amount of policies written that in- 
volved an expenditure in commission 
of $168,659? A.—6 millions of bus- 
iness. And 2 thousand, to be accur- 
ate. That is the aggregate business 
written in 1905. 

Q.—And that involved an expendi- 
ture for commissions of $168,000? A. 
—It involved an expenditure of more 
than that? 

Q.—That was commissions? A.—Oh 
commissions alone, yes, sir. 

MR. SHEPLEY: Has there been an 
alteration in the history of your com- 
pany, of its methods with respect to 
agents’ remuneration? Commence 
with 1891, for instance; how were you 
dealing with it then? A.—I cannot 
say that there has been an alteration 
in the methods. I think the methods 
are pretty much the same to-day as 
they were then. 

Q.—Take renewal commissions, for 
instance; have not renewal commis- 
sions run down? A.—Yes, I see what 
you mean. I thought you were speak- 
ing of the first year business and the 
means of securing business. 

Q.—No, I should have said we were 
leaving that question? A.—In those 
earlier days our policy, so far as the 
renewal business was concerned, was 
to pay commissions to agents. That 
is they had a renewal interest in the 
business. 

Q.—And in those earlier days your 
agents’ renewal commissions exceeded 
the first year’s commission that they 
received, I don’t mean in rate but in 
volume? A.—Perhaps they did. I 
cannot say as to that. 

Q.—This is a record which has been 
compiled and this would seem to be 
the way the commissions ran in 1891. 
12 thousand dollars first year commis- 
sion. I leave the odd hundreds out. 
$30,000 renewal. In 1892 $12,000 
first year commission ; $32,000 renewal. 
In 1898, $18,000 first year commission ; 
$32,000 renewal. In 1894, $15,000 
first year commission ; $37,000 renewal. 
In 1895, $18,000 first year commission ; 
$35,000 renewal. In 1896, $22,000 
first year commission; $34,000 renewal. 
From that on you observe, that the 
commissions rise on the first year and 
they fall off on second year until you 
get a reversal of the position in 1903, 
when the first year commissions are 
$43,000, while the second year commis- 
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sions or renewal commissions are only 
$36,000. And in 1905 the first year 
commissions have risen to $89,000 while 
the renewal commissions have fallen to 
$28,000? A.—TI observe that. 

Q.—Similarly with regard to salar- 
ies and expenses; those have run up 
from $32,000 and $12,000 respectively. 
In 1891 to $62,000, and $25,000 in 
1905; expense allowances to superin- 
tendents and agents, that is the ex- 
pense of obtaining and retaining in- 
surance. You are not familiar with 
these figuresP A.—I do not recog- 
nise them in that form, but I have no 
doubt they are correct. Of course I 
I would have to verify them and look 
them over before I could pass an opin- 
ion on them at all. 

Q.—In the earlier years your method 
was to pay a small salary to a solicit- 
ing agent or a small first year commis- 
sion and a permanent renewal commis- 
sion P A.—You are speaking now, 
when you say earlier years, of 1891 
I take itP 

Q.—Yes? A.—In 1891 we had 
agents on salary, securing business. 
Probably not to the same extent as 
to-day; Iam not sure asto that. But 
we had, of course, a great many agents 
on salary and smaller first year com- 
mission and an interest in renewals. 

Q.—Has the tendency been to in- 
crease the commission in respect of 
first year business and to decrease them 
in respect of renewal business? A.— 
That has been our tendency in our com- 
pany, certainly. 

Q.—That has been generally the ten- 
dency amongst insurance companies in 
this country? A.—I think it has 
been. Well, no, I will not say that. 
I would say the tendency has been to 
increase the commissions in obtaining 
first year business, but I do not know 
that the policy of “other companies has 
been to dispense with the payment of 
renewals at all. I cannot answer that. 
I am not aware of any company at the 
moment that has, in Canada I am 
speaking of. 

Q.—That has altogether dispensed 
with them, but the renewal commis- 
sions have been lessened, that is where 
retrenchment has taken placeP A.— 
In some companies. 

Q.—In your company? A.—Oh, in 
our company certainly. 

Q.—In your company that is where 
it has taken place? A.—Yes., 

Q.—And the increased expenditure 
is attributable to first year business? 
A.-—-Well, partly so at any rate. I 
won’t say that it is altogether. 
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Q.—The increased ratio of expendi- 
ture to business? A.—Yes. because 
our first year business has increased. 

Q.—To what do you attribute this 
large increase in first year commissions 
and first year expenses? _ A.—To a 
greater difficulty in securing business, 
duo to the keen competition; the cost 
of living in recent years has greatly 
increased, and not only have agents to 
receive larger salaries but in _ all 
branches of the business expenses have 
increased, due of course to that cause. 
The expenses of the companies have in- 
creased—I am speaking generally—due 
to another cause which I think might 
be mentioned; the increased taxation 
which is imposed upon the companies 
to-day. 

Q —I was only for the moment ask- 
ing about the increase in the rates of 
commission upon first year business. 
That is a _ substantial increase, of 
course? A.—yYes, the rates have sub- 
stantially increased. 

Q.—And that, I understand you to 
say, is at all events, partially, perhaps 
substantially due to keen competition P 
A.—Keen competition and increased 
cost of living. 

Q.—The desire to secure business. in 
the midst of continual competition? 
A.—Well, we have got to secure it; we 
cannot close our doors. 


Q.—Are you aware to what extent, 
if at all, rebates are allowed in the 
case of your agents? A.—Well, I 
cannot speak from personal knowledge. 
I hear a good deal about the subject. 
I believe there has been in recent years 
a good deal of rebating done, I am 
sorry to say. 

Q.—In connection with your com- 
pany’s business, I mean? A.—I hope 
there has been very little. I do not 
believe that all our agents are vir- 
tuous. 

Q.—Have you rules against it? A. 
—We have had rules. 


Q.—Were they more honored in the 
breach than in the observance? A.— 
I cannot say that; I cannot speak from 
personal knowledge. I know we have 
had rules against it. We fought 
against it and did all we could to stop 
it, but when an agent is paid by com- 
mission and he is in competition for a 
risk and he is likely to lose that, he is 
apt to regard it that half a loaf is 
better than no bread and he will throw 
off part of his commission and put the 
balance in his pocket and secure the 
risk probably, irrespective of what the 
direction of the management may be. 

Q.—Do you go so far as to say that 
you cannot cure the practice by laying 


6 EDWARD VII., A. 1906 


Confederation Life, 
(Wm. C. Macdonald, Ex’d.) 


down rules and attempting to enforce 
them? A.—We cannot of ourselves 
cure that, if our agents are remuner- 
ated by commission. It could only be 
done provided there was unanimity cf 
action on the art of all rhe scmpan- 
ies. Now I van speak from personal 
knowledge that so far as the majority 
of the Canadian companies are con- 
cerned, I believe that they are and 
have been willing—the management 
of the Canadian companies I should 
say—to co-operate to that end, but it 
is absolutely impossible for them to 
control rebating when so many com- 
panies, Canadian companies some of 
them, and British—I won’t say so 
much the British companies—and Am- 
erican companies are unwilling to join 
with them in putting an end to that 
practice. I firmly believe that if the 
management of all the companies, Can- 
adian, British and American, could 
act with unanimity that the practice 
could be stopped, but in the absence 
of unanimity of action, I do not be- 
lieve it can be stopped by the manage- 
ment of ‘the company. 


Q.—Is there any economic objection 
to the practice of rebating besides the 
increase in the expenseP A.—It is 
wrong in that it gives a preference to 
one man over another. 


Q.—That is two men of the same age 
taking the same class of insurance in 
the same company, ought to pay the 
same premiumP A.—yYes. I would 
like to add just a remark I was going 
to a moment ago; in so far as our own 
company is concerned I do not want 
to claim that we are any more virtuous 
than others, but I do think that there 
has perhaps been less rebating on the 
part of our agents than on the part of 
others for the reason that many of. our 
agents are remunerated by salary and 
not by commission. I do not know 
what proportion but I should fancy 
half or two-thirds of our business is 
obtained through salaried men, and the 
man who is on salary has not the fa- 
cility or temptation to rebate that the 
man has who is working on commis- 
sion. 

Q.—Do you find that working on 
salary has any tendency to lessen the 
effects of your agents? A.—No. 

Q.—Are they just as vigorous in 
their efforts to get insurance? A.— 
Yes, because if they are not they know 
they cannot earn a larger salary. They 
are all anxious to increase their income 


- and I believe the agents we have on 


salary—some of whom we have had for 
many years—are more faithful and zea- 


INSURANCE. 887 


SESSIONAL PAPER No. 66 
3lst day, May 29th, 1906. 


lous in the company’s interest than the 
man who is remunerated by commis- 
sion unless he has a contract which is 
a very profitable one to him. The 
man who is working on salary has not 
the same temptation or facility to re- 
bate as the man who is working on 
commission. 

Q.—Then from your experience in 
the business of insurance, Colonel Mac- 
donald, do you think a prohibitive law 
with respect to rebates would be work- 
able? A.—I cannot answer that ques- 
tion. Prohibitive laws have been ob- 
tained in the United States and I have 
heard contradictory reports about 
them. Some say that they are effec- 
tive, some say that they are not. We 
had a pr ohibitive law here some years 
ago, in Ontario, but it was a very par- 
tial measure of prohibition and was 
quite ineffective. It is a question I 
could not undertake to answer. 

Q.—Speaking generally your trend is 
towards the salaried agent as far as 
pussible? A.—Yes, we have always 
employed salaried men and we have 
no reason to change our views in regard 
to the desirability of securing business 
in that way. Perhaps if we were do- 
ing business over a very extended area 
in different countries it might be a 
little more difficult to operate the sal- 
aried basis of remuneration. 

Q.—Now a question or two with 
regard to your method of computing or 
estimating profits. I think the first 
bock containing estimates which you 
have furnished to us is dated 1893? 
A.—Yes. ‘There was a book issued in 
1890 and I told Mr. Dawson the figures 
were the same but I find there were 
some little differences. They are sub- 
stantially the same. I think the items 
of estimated cash profits are the same. 
The differences are minor ones. 

Q.—Is it possible to produce the ear- 
lier book? A.—Yes, I have it here. 
I intended to give it to Mr. Dawson 
to-day but I forgot it this morning. 
In giving that book, I gave the first 
book that was issued after 1891. 

@—Had you no book of estimates 
prior to 1890? A.—None whatever. 
T can say we had no book of estimates. 

Q.—You furnished none of your 
agents with estimates in some other 
form than by books? <A.—No. 

Q.—Were there slips or pamphlets 
or matter of that sort furnished to 
agents containing estimates of results 
of your participating policies? A.— 
Deferred dividend policies, or accumu- 
lation policies, as we call them? 

Q.—Yes? A.—TI looked into that 
matter. Mr. Dawson spoke to me 


Confederation Life, 
CVE Te iG Macdonald, Ex’d.) 


about it yesterday and I tried to find 
the history of the formation of that 
plan and I can produce here the only 
circulars I can find. There were no 
estimates issued by the company in 
connection with the plan so far as I 
know. The manager informs me that 
that is correct. That is merely a cir- 
cular announcing the plan and a leaf- 
Jet explaining it. 

Q.—These you say do not contain 
any estimates of resultsP §A.—No, 
they do not. In fact quite the re- , 
verse; the question of giving estimates 
is rather disclaimed. 

Q.—Perhaps you will let us have 
those? I will return them? A.— 
Thank you, they are the only copies 
we have and I would like to have those 
or copies of them for reference. 

Q.—If I use them at all I will use 
copies so that you shall have these 
backP A.—As long as I get them 
back later on I do not mind when it 
is 

Q.—Before going more into detail on 
the question of estimates I want to 
ask you about your general methods. 
You have no distribution of profits in 
any shape at more frequent intervals 
than 5 years? A.—No. 

Q.—You have distributions of profits 
at 5 year periods? A.—To policies ac- 
cording to years to issue. 

Q. certain policies which 
you issueP A.—Yes. 

Q.—You have that plan and in re- 
spect to those policies you have dif- 
ferent methods of giving these pro- 
fits to your policyholders; you give 
them in the form of bonus additions 
to the policy or in the form of ¢ash, 
do you? A.—Yes. 

Q.—Now when you are computing, 
say this year in respect of the pre- 
ceding 5 years in policies of that sort, 
what method speaking generally do 
you adopt, in the first place as to 
grouping policies what do you do, 
have you it grouped at allP <A.—I 
don’t hardly understand your ques- 
tion. 

Q.—Supposing during the year 1906 
the 5 year period, the quinquennial' 
period has arrived with respect to a 
thousand policies? A.—We compute 
the dividends for all policies, those 
issued in 1901, 1896 and so on-and ir- 
respective of their plan or class, and 
the dividends allocated to the quin- 
quennial policies are also applicable to 
those on the deferred dividend plans. 

Q.—Do you have rest periods, 5 
year periods, as to the deferred divi- 
dend plan? In other words do you 
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take 5 year periods in the middle of 
say a 20 year deferred dividend pol- 
icy? A.—We have no middle year 
periods. The quinquennial periods 
are governed by the date of issue of 
the policy, as for example all policies 
issued in 1901, whether on the quin- 
quennial plan or the accumulation 
plan, would be credited with 5 years 
profits in 1906. 

Q.—That is what I meant when I 
said you had the 5 year rest periods 
so to speak for your accumulation di- 
. vidends. Then you do at the end of 
5, 10 or 15 years from the issue of a 
particular policy, compute the profits? 
A.—Yes, and apportion the profits 
to the policies. ‘Tentatively, of 
course. 

Q.—In apportioning the profits to 
the policies what plan do you adopt, 
what do you include as profits? A. 
—All the surplus; all the assets over 
liabilities. 

Q.—Do you include profits made on 
the turning over of securities? <A.— 
Yes, we would. 

Q.—You do not make any distinc- 
tion in investment between the funds 
received from one particular set of 
policyholders and the funds received 
from another? A.—No, we do not. 

Q.—You take a general account of 
all the profits you have made, the 
financial advance you have made? A. 
—Yes. I might just say that the rea- 
son that we do that, I think that if 
we kept separate accounts of the dif- 
ferent classes of policies, that where 
you have to make a distinction be- 
tween a quinquennial and an accumu- 
lation policy that probably as many of 
the charges of expenses and mode of 
assessing expenses and charges have 
to be adopted by methods more or less 
arbitrary, it is a matter of judgment, 
that perhaps inequalities will arise 
as between the different classes of 
policies. I believe that dealing with 
them as we do we are better able to 
avoid injustice as between one class 
of policies as compared with the other. 


MR. NESBITT: You mean you are 
less liable to cause injustice? 

MR. SHEPLEY: When you ascer- 
tain the advance your company has 
made in resources at the end of a 5 
year period, what do you do with re- 
gard to non-participating policies? A. 
—When the surplus for the year is 
ascertained, the profits earned from 
the non-participating branch of th> 
business are computed on the basis 
determined a good many years ago 
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and set apart to the credit of the 


-shareholders’ account. 


Q.—What is the basis determined a 
good many years ago? A.—The basis 
was, in the first place the interest 
earned upon the capital stock itself 
is credited to the shareholders’ ac- 
count, that is the earnings of that 
fund, the capital stock, and any sur- 
plus accumulated. 

Q.—The interest, which you fix at? 
A.—What we earned upon our invest- 
ments. 

Q.—Do you do a sum in proportion, 
as the capital stock in the company 
is to the total amount invested, so is 
the profit apportionable to the stock 
to the total profit? A.—The rate of 
interest earned upon the investments 
for the year is ascertained and, of 
course, the interest earned upon the 
capital stock at that rate is set apart 
to the credit of the shareholders’ ac- 
count. 

Q.—You set apart the _ interest. 
earned at the rate that your invest- 
ments generally have earned? A.—. 
Yes. 

Q.—Then the profit from the non- 
participating branch of the business. 
is determined upon the basis of the re- 
serves. The non-participating branch: 
of the business compared to the total 
reserves of the company. That is 
they are allotted a balance of the sur- 
plus in proportion to the interest of 
that branch of the business in its 
total assets. 


Q.—Then is the proportion there be-. 
tween the total invested reserves of the- 
Company and the reserves set apart 
for non-participating policyholders or 
is it between the two classes of insur- 
ance? A.—It is between the two clas- 
ses of reserve. That is the balance of 
the profits arising from the total bus- 
iness, which is, of course, from the 
policyholders generally, is apportioned’ 
in proportion to the reserves under the: 
participating and _  non-participating 
branches of the business. 

Q.—That is the method you adopt 
for ascertaining the interest in the re- 
maining profits upon all the invest- 
ments. Of course the investments ex- 
ceed the reservesP A.—Yes. 

Q.—But you leave the volume of in- 
vestment out of the question altogeth- 
er, just dividing in proportion to the 
reserves? A.—Yes, I should say of 
course that interest earned on any 
amount at the credit of policyholders 
account is also credited to that account 
ir the same way as interest on the 
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shareholders’ fund is credited to that 
account. 

Q.—That is where you have already 
made a distribution, that distribution 
you preserve and provide for before 
you go on with what is left? A.— 
Yes, quite so. 

@.—Then is the reserve that is to be 
for the non-participating policy the 
true measure of its right as against 
a participating policy, from the insur- 
ance standpoint is that sound? A.— 
Well, I would not say that absolutely 
it is. 2 do not know that you could 
determine upon any basis that you 
could say was absolutely sound. 

Q.—I am making this suggestion— 
it is a subject upon which you know 
much more than I do—would it be pos- 
sible to ascertain what the initial con- 
trikution of the non-participating pol- 
icyholder was as against the initial con- 
tribution of the participating policy- 
holder, and so treat the whole contri- 
bution as being invested and each en- 
titled to its proportion? A.—I don’t 
believe it could upon any correct basis. 
As soon aS you commence to apply 
principles of that kind you are in con- 
flict with difficulties and arbitrary 
methods of adjustment have to be 
adopted. You have to assess the ex- 
penses, you have to eliminate the sav- 
ings from mortality on the different 
branches of the business and then you 
would have to carry that out to its 
legitimate conclusion and eliminate the 
investments which had been made by 
the funds arising from the one branch 
of the business, from those arising from 
the other. I do not think it would 
be possible to ascertain the profits in 
the manner which you suggest. 

Q.—You can tell me perhaps if there 
is any similar objection or any other 
objection to adopting the method you 
do, that is apportioning between the 
respective volumes of the reserves? A. 
—I think it is as fair a basis as could 
be adopted. 


Q.—Then do I understand you to say 
that the participating policyholders 
and the non-participating policyhold- 
ers, according to the volume of reserve 
in each class have divided between 
them all the earnings beyond what you 
have spoken of, the earnings upon the 
capital stock and the amount set apart 
at profit distribution? A.—Out of the 
earnings then on the participating 
branch of the business the charter pro- 
vides that 10 per cent. may be trans- 
ferred to the shareholders’ account. 
That of course was done in the early 
years of the company. Since 1887 or 

1888, I won’t be just sure of the exact 
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date, only 5 per cent. has been so trans- 
ferred. 

Q.—And then the amount that has 
been ascertained as attributable to the 
non-participating reserve, where does 
that” goP A.—To the shareholders’ 
account, of course. 

Q.—Can you tell me speaking in 
round figures, what proportion the non- 
participating reserves bear to the par- 
ticipating reserves? A.—I cannot tell 
you at the moment. Probably, ap- 
proximately 10 per cent. A varying 
sum, 

Q.—You are giving me an approxi- 
mation to the best of your judgment? 
A.—It might not be that much and it 
might be more. 

Q.—It is not as much as 20? A.— 
Oh no, it may have been in the early 
years of the company. I think that 
tha proportion of non-participating 
business in the early years of the com- 


-pany to the total business was greater 


than it is at the present time. That 
is on life and endowment plans which 
carry a higher reserve. 


Q.—I am reading from a paper which 
has been put in my hands—which has 
reached my hands I should say—and I 
want to see whether there is anything 
in what is said here. The suggestion 
is that the participating policies only 
have in the first instance, set apart for 
them after analysis, the surplus de- 
rived exclusively from them, and that 
the ‘surplus derived from all other 
sources, including profits from sales, 
from speculation in investments and 
otherwise, are not included in the sur- 
plus attributable to participating poli- 
cles. I understand from what you 
have said to me this morning that that 
is erroneous? A.—Absolutely so. 

@.—Then a further suggestion is 
made, that you have in your charter a 
provision for charging losses back in 
the case of participating policies, while 
no charge back is made in respect of 
shareholders. What do you say to 
that? It is, of course, not consistent 
at all with the account ‘you have given 
me. is it? A.—I do not know whether 
it is or not, but I think they are mis- 
applying the section. As J explained 
to you the other day, the section was 
intended to apply to interim allot- 
ments of profits which might be made 
to policyholders during the currency 
of a quinquennial period. In the 
early years of the company—it has not 
been done latterly—the practice was 
occasionally at any rate, I do not know 
that it was general, to allot the profits 
to the participating policyholders from 
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year to year and sum the total up at 
the end of the quinquennium, and it 
was found that sometimes these 
amounts had to be adjusted. That 
section was intended to be applicable 
merely to an adjustment of these 
amounts that had been credited on the 
books year by year on these policies. 
It was never intended to apply back 
to the profits which have been allotted 
and paid for a previous quinquennial 
period. 

Q.—When you were adopting that 
yearly method, perhaps we can get at 
the gentleman’s question in another 
way—when you were adopting that 
method of making an annual alloca- 
tion in respect of a quinquennium 
which had not yet arrived and you 
found a necessity for readjustment, say 
in the fourth year, would that read- 
justment affect or cover or embrace in 
any way the dividends which had been 
paid to shareholders? A.—No, those 
interim allotments that were made 
were never formal allotments. The 
actual ascertainment of the divisible 
surplus was not made until the end of 
the five years. The interim allot- 
ments were made upon the basis, I sup- 
pose, that had been followed for the 
previous quinquennium and might or 
might not be in accordance with the 
facts of the case. 

Q.—Then do you declare dividends 
upon your stock each year or do you in 
the quinquennium provide a sum which 
you distribute as dividends during the 
succeeding five years or how do you 
do that? A.—We now have no fixed 
guinquennial period of the company. 
The quinquennial periods apply to each 
individual policy and the profits at the 
end of each year are ascertained and 
divided between the shareholders and 
the policyholders upon the basis which 
I mentioned. 

Q.—That is done each year? A.— 
Yes. 

Q.—Is it done in respect of all poli- 
cies each year or only in respect of 
policies which have reached a quin- 
quennium? A.—The profits so ascer- 
tained are credited to the policyhold- 
ers’ account, though not necessarily 
divided. To all policyholders, of 
course. That is it is set apart, that 
surplus is set apart for the credit of 
the policyholders. To the credit of 
“participating policyholders’ surplus 
account,’’ I think it is called in our 
ledger, and is divided part of it in that 
year, part of it the next and part the 
following year according as those poli- 
cies reached the termination of their 
quinquennial periods. 
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Q.—Now to the capital stock you 
set apart for the shareholders each year 
the shareholders’ proportion of the pro- 
fits? A.—We do. 

Q.—That is paid over? A.—No, not 
necessarily. 

(.—A dividend is paid out of it? 
A.—Yes. 


Q.—Have you ever exceeded that? 
A.—Never to my knowledge. 


Q.—Assume that a loss arises which 
affects the computation of the profits 
to the policyholders and makes the pro- 
fits less than the profits which had been 
allocated year by year? A.—Assum 
ing that we have a loss in this year of 
grace, that comes out of the surplus 
of that year and the balance is dis- 
tributed between the policyholders and 
shareholders’ accounts. That is the 
system we have followed. 

Q.—You do not affect the book keep- 
ing or computation of the previous 
year P A.—Oh no, we do not. I 
might say that some years ago we did 
have a special fund set apart that is 
out of the profits for the year we set 
apart a sum to the credit of, I think 
it was called, Contingent Account, to 
provide for possible losses of that na- 
ture. That fund disappeared, how- 
ever, some years ago. Since that time 
our policy has been to charge against 
the profits for the year the losses for 
the year. 

Q.—Do you say that that contingent 
fund is still in existence? A.—No, 
we have no contingent fund. Have 
not had for some years. 

Q—What became of it? A.—It 
was absorbed, the moneys were applied 
in the payment of losses I think. It 
never was a very large fund. It ran for 
some years and where a loss was pro- 
bably looming up a sum was set apart 
to provide for it and carried to the 
credit of this account before distribu- 
ting the surplus for the year. I re- 
member in one instance we had a claim 
which was not recognized. We car- 
ried it to the credit of that account 
and it was subsequently paid out of 
it. 

Q.—Would it be possible for you to 
furnish us with an abstract of that 
fund which has been carried to the 
credit of shareholders? A.—That is 
you mean the amounts from year to 
year P 

Q—Yes? A.—Oh, quite. 

Q.—And the amounts that have been 
paid out in dividends? A.—Yes. 


Q.—Is there a surplus there now? 
A .—Yes: 
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Q.—A very considerable surplus? A. 
—No, not very large. 

Q.—That depends on what is called 
large? A.—Well it may be $30,000. 
I don’t know. I think perhaps $35,- 
000 it was at the end of the year but 
probably depleted by the dividend paid 
at January lst, if my memory serves 
me right. 

JUDGE MacTAVISH: Has the divi- 
dend varied from year to year? A.— 
It has not varied for many years. 

MR. SHEPLEY: Has the fund divi- 
sible among the shareholders ever been 
exceeded? A.—I think I can safely 
say never. I think I can say that in 
regard to the last 20 or 25 years. 

Q.—Then when a policy which is 
written upon the deferred dividend 
method reaches the period of distribu- 
tion, what do you do in respect of that 
class of policy on the method you have 
adopted, what has been the profits al- 
lovated to these policies year by year, 
and what method have you arrived at 
when the time comes for the distribu- 
tion of those profits? A.—The pro- 
fits alloted at the termination of the 
different. quinquennial periods, which 
have been credited to the policy al- 
though not recognized as liabilities in 
the meantime, are improved at the 
rate of interest earned, subject to a 
charge for expenses, and are also cre- 
dicted with the profit arising from lap- 
ses on policies. Or to put it in a dif- 
ferent way, so that there will be no 
confusion of terms, they are credited 
with the profits which fell in out of the 
dividends which have been actually al- 
lotted to those policies as well as with 
. the interest earned upon the funds, so 
that the fund which was allocated to 
the policy at the end of the five years 
has been accumulatel from year to year 
up to the end of the ten years, when 
another dividend is then apportioned 
and that fund is again accumulated 
during the currency of the succeeding 
quinquennium and so on to the end of 
the 15 or 20 years. 

-Q.—Now when you come to deal with 
a certain number of policies, say there 
are 100 policies which set out in the 
same year and which reach their de- 
ferred dividend period in the same 
year, assuming they had all persisted, 
100 policies would be entitled to all the 
profits that had been earned in respect 
of those policies? A.—Yes. 

Q.—Numbers of those have lapsed, 
say 50 of them in the meantime. 
Those 50 would have had to their cre- 
dit a particular sum had they per- 
sisted. Is that carried forward by im- 
provement in the same way: from 
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lapsed period to lapsed period until 
you reach the period of distribution? 
A.—It is carried forward from the 
first period to the second, and then 
is dealt with. 

Q.—Supposing a policy lapses at the 
end of the 4th year? A.—I would 
not deal with the 4th year. We make 
no allotment until the end of the 5th 
year. 


Q.—Then that will make me ask 
you another question. Say that that 
policy lapses at the end of the fifth 
year; it has then had a certain pro- 
portion of profits allocated to it? A. 
—Yes. 


Q.—Is that improved forward? A. 
—It is. 

Q.—As though it were persisting ex- 
cept that it has not any premiums add- 
ed to it? A.—Quite so. Improved 
by interest. 

Q.—That is carried forward until it 
arrives at the period of distribution? 
A.—No, not necessarily the period of 
distribution. We carry it forward 
until all these policies reach their next 
quinquennial period and then we dis- 
tribute that. 

Q.—You distribute it then among all 
who are entitled to distribution that 
year? A.—We do not deal with them 
by years. We deal with them now 
by the entire class of policies. 

Q.—I am not sure that I quite un- 
derstand that. The idea I have in 
my mind, and that I want to get 
cleared up is this: Supposing at age 
25, A, B and C insure in a particular 
year all on the same plan, with a de- 
ferred dividend period of 20 year. 
Now if A only arrives at the end of 
the 20 years, one would suppose he 
ought to get whatever would have 
been to the credit of Band CP A. 
—We do not treat them by years. We 
did originally, but we abandoned that 
for reasons, and we treat the accumu- 
lated dividend class as a whole; and © 
the profits arising in the accumulated 
dividend class from dividends on pol- 
cies which have lapsed or are discon- 
tinued in any way enure to the bene- 
fit of the persisting members as a 
whole. 

Q.—Then supposing you arrive at 
the end of a quinquennial period when 
some of your policies are entitled to 
distribution definitely and some only 
to have something ad interim, await- 
ing the Tontine period, do the quin- 
quennium policyholders get anything 
from that? A.—No, the quinquennial 
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policies do not get anything of that. 
That goes wholly to the accumulation 
policies. That is I am speaking now 
of profits or surplus fallen in, not pro- 
fits arising from lapses or surrenders. 
Cash values. , 

Q.—Then if a policy which is a Ton- 
tine policy falling due or the distri- 
bution period of which arrives five 
years after this policy is issued, will 
that policy get the benefit of the lapses 
of policies issued in that year? A.— 
Will you please repeat that? 

Q.—Take the years 1900, then 1905, 
1OLO Sanco ty mmebnateolyes tis) ano 
year tontine period. Now in 1905 
certain tontine policies issued in 1895 
and so on will arrive at their distri- 
bution period? A.—Yes. 

Q.—Will they get not only a portion 
of the surplus arising from lapses in 
respect of policies issued before 1900 
and also in respect of policies during 
1900 and lapsing between that and 
1905? A.—Yes, they get their share 
of those profits. 


Q.—That is you have abolished any 
distinction between people who enter 
upon their tontine period in the same 
year, there is no distinction preserved 
between those who enter their tontine 
period in 1900 and those who enter in 
1895? A.—Oh no, so far as distri- 
bution of surplus from policies, which 
may be allocated from policies which 
may lapse or be discontinued, it is 
distributed amongst the members as 
a whole. For example supposing we 
find we have a certain sum, take for 
convenience $100,000, at the credit of 
accumulated dividend policyholders. 
That is apportioned to them on our 
books, if $10,000 of that should fall in 
that would be distributed amongst the 
remaining members as a whole, not ac- 
cording to years of issue at all. 

Q.—That perhaps will be shown by 
this computation which you have given 
us. I think we can illustrate that 
from the instance you have given us 
here of the computation of the divi- 
dends for 5 years to 1905. You have 
given us two policies here, an all life 
policy issued at the age 25 and reach- 
ing its \fifteenth year in 1905? A.— 
Yes. 

Q.—Then you have compared that 
with a policy at the same age, a 20 
year endowment? A.—I did not com- 
pare it. 


Q.—tThe illustration you have given 
us is that. The other illustration is 
year of issue 1900, so that that man 
has reached his fifth year? A.—Yes. 
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Q.—Now take the all life policy pre- 
mium $17.95. When 1905 has come 
you first write down the reserve? A. 
—Yes, 

Q.—That is on the H.M. Tables at 
4t per cent.? A.—Yes. Of course 
you will understand that is merely an 
illustration. We do not compute 
them in that way. I thought it 
would exemplify them better than in 
the way we do it. The same result 
is obtained. 

Q.—You first take the reserve and 
add the 16th premium less 7 1-3rd. 
What is that for? A.—That is the 
expense charge. I think that was 
explained. 

Q.—And then you calculate inter- 
est at 4.7 per cent.? A.—Yes. 

Q.—That gives you a further sum. 
Then you deduct from that the cost 
of insurance? A.—The tabular cost. 
The mortality cost. 

Q.—And that leaves a fund at the 
end of the 16th year? A.—Yes. 


Q.—Then what? A.—That is fol- 
lowed on from year to year. There is 
no change in those factors during that 
term. There may be a change, of 
course, but there happens not to be in 
this year . 

Q.—Then you deal with the other 
commencing with the first premium. 
This has only reached five years; year 
of issue 1900, it is 5 years old, and 
you compute taking the first premium, 
8 per cent. plus $10? A.—Yes. 

Q.—Then interest you compute at the 
same rate, 4.7. Then you take away 
the cost of insurance? A.—Yes, in 
the same manner. 

Q.—And you get a fund at the end 
of the first year, and then in the same 
way you take the second premium less 
8. Why less 8? A.—That is the 
second year’s premium, and that is the 
first year’s charge. 

Q.—The fund at the end of the fifth 
yerruis $210?) A.—Nes 

Q.—Reserve at the end of the fifth 
year $189.13 and the difference is gross 
dividend? A.—Yes. 

Q.—Then you take off the stock- 
holders’ 5 per cent. and the remainder 
is the dividend, $19.83, assessable to 
this endowment policy at the end of 
5 vearsP A.—-Not assessable, but the 
reverse. 

Q.—Distributable? A.—yYes. 

Q.—Then taking the all life policy 
which has run 20 years, the premium 
is not so great as 17.95, but the divi- 
dend at the end of the twentieth year 
is $19.10? A.—Yes. 
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Q.—Arrived at in the same way? I 
want to put that in; that is an illus- 
tration which is of very great value to 
the Commission (Illustration of the 

computation of dividends filed as Ex- 

hibit 165). Before leaying that sub- 
ject and going back to what I have 
diverged from I want to ask you about 
an answer to the 8th question under 
the head of Profits. ‘‘Profits are com- 
puted upon what is generally known 
as the contribution plan.’? Did you 
intend the rest of this paragraph to 
describe the contribution plan? A.— 
Oh no, I do not say we follow the con- 
tribution plan precisely. As a matter 
of fact I do not suppose what is known 
as the contribution plan is followed ab- 
solutely in the same manner in two or 
three companies. There are always 
variations. 

@ —What is the origin of the con- 
tribution plan? A.—Mr. Sheppard 
Homans and Mr. Fackler were the 
originators of the plan. 

Q.—What was the underlying prin- 
ciple of the contribution plan? A.— 
Supposedly to distribute the surplus 
scientifically among the sources from 
which it arose. 

Q@—Could it be expressed in this 
language, that the principle was to re- 
turn to each policyholder exactly what 
he had contributed to the surplus? A. 
—That is the theoretical idea. I do 
not know that it has ever been worked 
out in practice. 


Q.—Then in the first place a com- 
pany assumes a particular rate in com- 
puting the reserveP A.—A rate of 
interest, yes. 

Q.—If in practice a greater rate of 
interest is earned then the difference 
would on the contribution plan go to 
the particular policyholder who had 
contributed? A.—yYes. 

@ —Then did the same principle ap- 
ply to loading? A.—Theoretically. 

Q.—If he had contributed a particu- 
lar sum as loading for expenses and 
the expenses had been somewhat less 
in respect of his policy, he would be 
supposed to get back that portion of 
the surplus also? A.—Yes. 

Q.—Then would he also get back in 
this theory of contribution the saving 
in mortality? A.—Yes, he would the- 
oretically, but in applying that contri- 
bution plan, as I have intimated the 
mode of applying it differs in different 
companies. I know more than one of 
them who apply all the mortality sav- 
ings to defray the expenses. 

Q.—What I want to do first is to 
get the typical instance of the perfect 
theoretical contribution plan. When 
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we have it laid down as a theoretical 
principle we can better deal with any 
particular applicatian of it. Then 
the gains from forfeiture and lapses, 
how would that be in the theoretical 
contribution planP A.—Well, I can- 
not say what the idea of the originators 
of that plan was in regard to profits 
from lapses and surrenders. A por- 
tion of it, perhaps a very considerable 
portion of it, would be applied to the 
obtaining of new business to put in the 
place of the life that had passed off, 
a new life, so that the vitality of the 
company would: not be impaired by the 
wiisdrawal, the presumption being 
that it is the better class of lives that 
withdraw from the company, those 
that can get insurance elsewhere, at 
any rate supposed to be more liable 
to withdraw than the man who cannot 
get insurance, whose life has become 
impaired. 

Q.—What is it that is at risk by 
reason of forfeiture and lapse, is it 
not the reserve? A.—Well, I don’t 
know that the reserve is at risk, that 
is the amount of course that the com- 
pany may be liable to apply to the 
individual account. 


Q.—Is that what the man is liable 
to lose by lapse? A.—Oh yes, when 
you individualize as popularly done, 
the reserve value to the policy; al- 
though theoretically the reserve value 
does not belong to the individual pol- 
icy, it belongs to the policies as a 
whole. This is only the average, of 
course, 

Q —Taking that view of it and in- 
dividualizing the reserve as you say, 
then the amount at the credit of re- © 
serve is theoretically at all events the 
amount at risk of lapse? A.—Yes. 

Q.—Then supposing there is a sal- 
vage in respect of that, ought not those 
who share on the contribution plan to 
be entitled pro rata according to the 
amount they have at risk? A.—I 
don’t know that they should. Those 
that continue have no direct interest 
in the reserve or that portion of the 
reserve which is forfeited under the 
policy of the man who lapses his pol- 
icy. 

Q.—I will change the form of the 
question somewhat so as perhaps to 
give a better illustration of the prin- 
ciple. Supposing you are dealing with 
policies written on the tontine prin- 
ciple, where the survivor expects from 
his contract to get the benefits of in- | 
tervening lapses. Now, would it not 
be theoretically entirely correct to di- 
vide the proceeds of those lapses upon 
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the basis of the reserve? A.—Apply- 
ing the old tontine idea it would. That 
is it is applied to the credit of the 
fund. That is quite true but that it 
not the principles which are generally 
applied to life insurance. 

Q.—Would not that have exhausted 
_the theoretical contribution plan, is 
there anything that I have left out? 
A.-—No. But in regard to those pro- 
fits from surrenders and lapses I think 
that while they generally should be 
applied in regard to getting in a new 
member they may be applied in other 
ways as may be deemed expedient. 
I think it is a sort of balance wheel in 
the company in respect of the distribu- 
tion of surplus. I always applied them 
in the same way myself. 

Q.—In what respect does your meth- 
od differ from the method that we have 
just sketched out, which is the plan 
of contribution ‘pure and simple theo- 
retically? A.—Well, I think we cre- 
dit all the savings from mortality to 
the expense account. I think we dif- 
fer only in that. 

@—The savings from mortality go 
to the payment of expenses? A.— 

as 

Q.—That is leaving out the question 
of lapses, because you do that with re- 
spect to lapses also? A.—We do that, 
now. 

Q@.—Then is it in accordance with 
the contribution theory to make a 
charge based upon a percentage of the 
suin insured against the first year bus- 
iness? Iam following your language 
here? A.—I think that generally the 
system adopted is to take a percentage 
or proportion of the loading and apply 
it towards expenses instead of basing 
that charge upon the premium, but I 
considered that when we had varied 
rates of premium and that charge was 
substantially a collection charge or did 
not cover more than at any rate the 
collection charges and the taxes im- 
posed, that that basis of assessing the 
expenses was more equitable than the 
other. I would add to that, I think 
that 1f that charge instead of heing 
as it is 7 or 8 per cent. was twice that, 
then some other mode of assessing these 
expenses would have to be considered. 
I think that perhaps up to even 10 
per cent. it would be quite as fair and 
just as the other method to which I 
have alluded. 

Q.—Now I do not know that it is 
open to criticism and I would not ven- 
ture to criticize it, but I want to see 
whether the fact is so. It will be for 
someone else to criticize. Is the re- 
sult of the plan whic’ you adopt—to 
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adopt the same percentage of premium 
for all classes of policy, life, limited 
payment life and endowment—I think 
you have already said so in effect? A. 
—Yes, that is correct. 

Q.—I would like you if you can to 
give me the other side of the shield. Is 
that open to criticism from any other 
standpoint? A.—No, so long as the 
charge is as at present not more than 
a collection charge. I practically 
covered that in the answer to the pre- 
vious question. 7 or 8 per cent. is 
not much more than is necessary to 
cover the cost of collecting the prem- 
iums and the Governmental taxes that 
are imposed upon the companies. _ If 
that expense charge was double 7 or 
8 per cent., then I think some adjust- 
ment would have to be made. 

Q.—You disregard the loading in 
what you do and by that means the life 
policy has had a larger loading put 
upon it in the first instance and gets 
back less of that than does the other? 
A —Yes, I quite admit that if we had 
to provide for double that rate of ex- 
penses then some other basis of levy- 
ing the expense would have to be adopt- 
ed. but so long as that expense charge 
is limited to 7, 8 or 9 per cent., I think 
it is just as equitable as any other 
system that can be adopted. 

Q.—I think from the illustrations 
we have looked at, the percentage of 
dividend to premium is no larger for 
life than for the other classP A.— 
Yes, it is larger. The dividend is more 
than the premium there, and it is 
less than half of it there. 

Q.—Does that indicate an inequal- 
ity? A.—No. not necessarily. You 
are comparing the first and the third 
dividends. You are not comparing 
two policies in their third year, al- 
though that disparity would still ex- 
ist, it does not follow that the dividend 
will be in proportion to the premium. 

Q.—Theoretically ought it to beP 
A.—No. 

Q.—Why? I think I understand why 
bus I would like you to explain it so 
that it will be clear? A.—There are 
several elements that enter into it. In 
the first place the loading on a differ- 
ent class of policy and the saving from 
interest are not the same. An en- 
dowment policy with a high reserve 
will yield a larger profit from interest 
than will a whole life policy with a 
lower reserve. Similarly there are 
variations in the mortality according 
to the class of volicy. When you take 
these elements into consideration you 
will sometimes get results that appear 
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rather conflicting I admit but still are 
quite correct Are te and prac- 
tically too. 

Q.—I think that you Haye told me 
that $10 per 1.000 is not enough for 
the initial expenses? A.—No, I don’t 
profess to say that it is. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


—Resumed at 2 P.M., May 29th, 
1906. 

W. C. MacDONALD, examination 
continued: 

MR. SHEPLEY:. Would it be pos. 
sibie for estimates to have been pre- 
pared and used by your agents in the 
earlier years without having origin 
ated with the office? A.—lI think it 
would. 

Q.—What would they probably be 
working on? A.—Actual results plus 
their own imagination. 

Q —But so far as anything they used 
was concerned you do not accept any 
responsibility for that? A.—We al- 
ways disclaimed responsibility. Of 
course how far we are theoretically re- 
spcnsible I cannot answer. 

Q.—You think it probable however 
that they had something of the kind 
which originated with themselves and 
did not originate with you A.—I do 
not say it is probable, I say I think 
it is possible an agent may have made 
estimates, but I would not say it was 
probable. 

Q.—Has it not been a feature of can- 
vassing for life insurance during all 
those years that are in question to put 
out estimates, to furnish or display 
estimates to the persons being can- 
vassed? A.—It has been a feature for 
many years in connection with ton- 
tine, semi-tontine or deferred dividend 
policies to put out estimates. 


Q.—There would be a period of about 


te1 years before you had any litera-. 


ture of the kind during which your 
agents would be tn competition with 
others who would be furnishing esti- 
mates or displaying estimates? A.— 
Yes, but I do not think they had any 
estimates, Mr. Shepley, and I. have 
made enquiry at the office and I can- 
not find any record of any estimates 
for literature of that nature having 
been issued to them during that time. 

Q.—Then coming down to the litera- 
ture that we have with us, the litera- 
ture of 1893, in the first books con- 
taining estimates, I think there are 
estimates as to certain methods of in- 
surance only, I think the ten year 
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estimates are not made in the book of 
1893? A.—I do not think we ever 
issued any ten year estimates, I may 
be wrong. 

Q.—I think there are ten year esti- 
mates? A.—Yes, for one plan, but not 
for all plans, yes, perhaps that is cor- 


» rect, 


Q.—What books are there since 
1893? A.—There is the book issued 
in 1896, 1900 and 1902. 

Q.—Taking as to ten year periods 
under the 1893 book can an approxi- 
mate be arrived at as to those by cam- 
paring the ten year results in 1895 
with the ten year results in 1905 where 
we have results? A.—I do not quite 
follow you. 

Q.—You see you have no ten year 
estimates in 1893 book to compare re- 
sults withP A.—wNo. 

Q.—But I suppose we will not be 
doing the company an injustice if we 
assume your results in 1895 were as 
good as the estimates in 1893, that 
would be doing the company ‘ample 
justice according to its experience? 
A.—Yes., 

Q.—Speaking generally it seems to 
have been ascertained that there has 
been a considerable decrease comparing 
the ten year results in 1895 with the 
ter year results in 1905? A.—Pos- 
sibly. 

Q.—You have not looked into that 
at allP A.—I do not carry the fig- 
ures now in my mind; I prepared some 
figures the other day but I do not re- 
member what they were. 

Q.—We can compare 15 year re- 
sults with the 15 year estimates; first 
taking the ten year accumulation plan 
of which we have no estimate to make 
a comparison and using the result of 
1895 as an estimate and comparing 
with that the result of 1905— A.— 
You are assuming we did that. 

Q.—No, assuming that the gentle- 
man-who prepared this statement for 
me has done that, he found the result 
in a ten year endowment policy at age 
35 in 1895 to be $118? A.—Yes. 

Q.—And he found the result ten 
years later to be $81.77? A.—Yes. 

Q.—That shows a considerable fall- 
ing off? A.—Yes. 

Q.—So with the age 45 and the re- 
sult in 1895 of $125, and in 1905 of 
$83? A.—yYes. I would like now just 
before you pass that point to make an 
explanation bearing upon what I said 
this morning, that originally when 
these policies were issued we treated 
them each year as a separate class. 
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That was abandoned some years ago 
and since then of course—I may say 
the reason I advanced that was be- 
cause I observed on account of our 
very small class you were going to get 
very inequitable results, and therefore 
it is possible that some of these re- 
sults in those earlier years on account 
of the paucity of numbers, not gett- 
ing a proper average, may be up in 
one year and down another, and per- 
haps the discrepancy is due partly to 
that as well as to the natural fall in 
dividends in the interim. 

Q.—There has been of course a very 
considerable fall in dividends speaking 
in the large? A.—There has indeed. 


Q.—And there has been a drop in 
the rate of interest that would account 
fOr ParvyOr itr) vA. Yes, 

Q.—Perhaps part of it by an in- 
crease in expenditure? A.—Increase 
in expenditure, and of course during 
the nineties there was ‘financial trou- 
bles which militated against the sur- 
plus earnings of all companies who 
deal largely in mortgage securities. 

Q.—In the case of your company this 
of course would range itself under a 
methodical head, but had you a good 
deal of difficulty in overcoming the 
great expenditure, the extraordinary 
expenditure—when I say extraordin- 
ary expenditure I mean it is not or- 
dinary expenditure—in respect of your 
head office building, did it cripple your 
surplus producing power for a while— 
A.—Oh, it did of course; we had made 
of course a large investment there, 
and for some years after the building 
was erected the earning power was 
small and naturally that affected our 
gross earnings and ultimately of course 
affected the profit to the policyholders. 
That would apply of course in the case 
of any investment which was more or 
less unproductive, or which was not 
earning as high a rate of return as 
perhaps another class of investment; it 
could not fail to have any other result 
than to affect the surplus. 

Q.—You say there was a period of 
financial depression in the first half 
of that decade from 1890 to 1895 or 
1896? A.—Yes, even later than that; 
it was pretty well towards the end of 
the nineties before the tide turned. 

Q.—The natural result of that would 
be to make your results fall below 
your estimates? A.—It would tend, 
that was one thing that tended to that 
result. 

Q.—Of course people who have been 
in the business of insurance for a long 
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time have found that explanations of 
that sort are not palatable to those 
who have been entertaining expecta’ 
tions? A.—No, we have found that. 

Q.—People do not like to get less 
than they have been building upon 
getting? A.—They do not. Before 
leaving that point, Mr. Shepley, in 
regard to the reduction in the divi- 
dends I would just like to enlarge a 
little on what I alluded to this morn- 
ing, that is the increase of course im- 
posed upon companies by reason of the 
Government taxation, and which per- 
haps has a larger bearing upon the 
diminution of dividends than is gen- 
erally supposed. Going back to the 
period when these estimates were put 
forth I have got the years here, 1888 
to 1892, the taxes which were imposed 
upon us, the Government taxes which 
were imposed upon our company were 
only a fraction, a small fraction of the 
premium income. 


Q.—When you say a small fraction 
— A.—Well, one-quarter of one per 
cent. probably. For the past year 
those taxes, the taxes which were paid 
in 1905, which were of course deter- 
mined on the basis of the premium in- 
come for 1904, almost entirely so at 
least, they were over one per cent. 
These taxes are increased from year 
to year unfortunately, and I would 
specially mention the Province of Que- 
bec which Mr. LeBeuf represents in 
the interest of his policyholders, and 
just point out what they have done 
at the last session which will prove 
detrimental to the interest of policy- 
holders of that Province no doubt. 
They increased the rate of taxation to 
one and three-quarter per cent. of our 
gross premium income, which amounts 
with other taxes that are imposed up- 
on us, license and fees, will bring the 
total taxation in that Province up to 
2 per cent. at least. That one per 
cent. or more upon the premium in- 
come may not seem a very heavy 
charge, but when you measure that 
upon the surplus results you can then 
properly appreciate the effect of it. 
Going back to 1888 and 1892 the rate 
of taxation based upon the surplus 
earned on policyholders’ account for 
those years was 2.3 per cent. 


Q.—When you take percentage ap- 
plicable to the premium income and 
apply it to the surplus? A. —Yes, 
which it must come out of. Bringing 
that comparison down to the last five 
years, 1901 and 1905, taking the total 
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for the five years if we take it for the 
last year it would show a more favor- 
able comparison than the one I am 
mentioning; it shows percentage of 
taxes paid in proportion to surplus 
earned by policyholders’ funds was 9.8 
per cent., almost ten per cent. of the 
total dividends earned on policyhold- 
ers’? account had to be paid for State 
taxes or Government taxes. We paid 
in those five years the gross sum of 
$59,707. All of it must necessarily 
come out of the surplus earnings of 
policyholders, or almost all out of the 
surplus that would otherwise go to the 
pocket of the policyholder. Life In- 
surance companies have protested vig- 
orously against this taxation and have 
been freely criticized for objecting to 
bear their fair share of the burden, 
but that objection has not been based 
because it has affected in any way the 
enjoyment of the shareholders’ in- 
come, but it has been in the interest 
directly of the policyholders. .We find 
the Government passing a law protect- 
ing a man who insures his life for the 
benefit of his wife and children, com- 
mending it as a good thing to do, and 
they turn around in another Act and 
impose a burden upon that man, upon 
every dollar he pays for life insur- 
ance, one per cent. is exacted from 
him in taxation. JI did not intend 
to speak at such length upon the point. 
Then contrast that now with the sys- 
tem in Great Britain; I won’t con- 
trast it with what is done in United 
States because I will simply say they 
are almost worse there than we are 
here, and we followed the objection- 
able lead of the United States in this 
respect. In Great Britain, where of 
course the income tax is imposed upon 
every man, he is specially exempted 
from income tax on the amount that 
he pays for his life insurance pre- 
miums up to the extent of I think 
£150, which would be about $750 in 
our money. I won’t be quite positive 
as to the exact figures, but those fig- 
ures are approximately correct. Of 


course the Life Insurance Company is 


taxed, but the man himself is relieved 
from taxation to that extent. No 
such principle obtains in Canada. The 
man in first taxed on his income, then 
the money he paid for life insurance 
for the protection of his wife and 
children and to make provision for his 
own old age is again taxed over again 
on an.improper principle on the life 
insurance company. I submit if tax- 
ation is imposed it should not be up- 
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on the premium paid, and certainly 
on nothing more than on the surplus 
earned and distributable. 

Q.—I suppose it would not occur to 
a person not, familiar with the subject 
that one per cent. of the gross prem- 
lum might amount to nearly ten per 
cent. of the earnings of surplus? A. 
—I do not think it does, and if you 
apply that further you will find that 
perhaps that means 15 per cent. of the 
reduction in this, that is shortage in 
the dividend is directly due to taxa- 
tion. 

Q:—It might occur to a policyholder 
to answer that and I will see what you 
will say to that answer, by saying the 
intention of the Legislature was not 
to diminish the present life insurance 
to the policyholders but to diminish the 
earnings of the shareholders? A.— 
No, it is not a tax on the shareholder, 
it is a tax upon the policyholder; it 
is a tax on the gross premium he paid. 

Q.—And that might be translated 
into the terms of a tax upon so much 
of the surplus earnings that goes to 
the shareholder ? A.—The surplus 
earnings of the shareholder I admit 
are lessened thereby, there is not as 
large a fund in which he can partici- 
pate; he must share a portion of the 
loss. 

Q.—But your method of arriving at 
his share in the surplus earnings does 
not give him that disadvantage? A. 
—Yes sir. 

Q.—Because you take out what your 
surplus has been earning? A.—That 
is only the interest, that is only one 
factor; there are three factors, there 
is the interest on the shareholders’ 
fund, there is the non-participating 
policyholders’ surplus, as well as the 
participating policyholders’ surplus. 

Q.—You have we will say $100,000 of 
surplus, and you are earning 5 per 
cent. upon that; what you do is to al- 
locate to the shareholder upon his capi- 
tal 5 per cent., because that is what 
it has been earning? A.—Yes. 

Q.—That is not all affected by your 
subsequently taking out of that the 
surplus income ten per cent. in re- 
spect of the taxP A.—No, that is 
not, but if that tax had not been taken 
out the remaining fund would just 
have been so much greater. I do not 
claim the burden of that tax falls very 
heavily upon the shareholder; it is 
not imposed upon the shareholders to 
begin with, it is imposed upon the pol- 
icyholders. 

Q.—It is imposed on the premium 
income P A.—<An absolutely wrong 
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principle; if taxation should be im- 
posed upon the business of life insur- 
ance, if it is looked upon as a trading 
business, it certainly should not be im- 
posed upon that fund which is set 
apart for the payment of death claims 
and to meet the liability under the pol- 
icy when it matures; it should be on 
any surplusages or over-charge which 
would be returnable to the policyhold- 
ers, 

Q.—This is perhaps not in its order, 
and indeed we are taking the subjects 
very much as they occur to us this af- 
ternoon, but I do not think I asked 
you on the first day when you were 
here with regard to your second issue 
of capital stock; you had first an issue 
of $500,000 with ten per cent. paid up, 
and subsequently you issued the bal- 
ance of the million, another $500,000 
with ten per cent. paid up; how was 
the second issue paid?  A.—$30,000 
was in the form of a bonus dividend, I 
suppose will express it, in 1882, and 
the balance $20,000 in 1887. 

Q.—Also by way of bonus? A.— 
Yes, 

Q.—So that apart from the earnings 
of the company the cash subscribed and 
paid by the shareholders has been 
the origin&l $50,000 only? A.—Yes. 
I was hesitating in my answer a little, 
I was not quite sure whether $30,000 
was taken in 1882 or 1887, but I am 
pretty positive I am correct. 

Q.—At all events it was $30,000 in 
one year and $20,000 in another? A. 
—Yes, I think I stated it quite cor- 
rectly. 

Q.—Returning to these estimates, 
Mr. Dawson has worked out for me 
some estimates which I desire to have 
upon the records, and these are upon 
policies issued in 1890, dividend paid in 
1905, upon estimates prepared by the 
company in 1889? A.—1890 to be cor- 
rect, the book was issued in 1890. 


Q.—First at the age of 25 on the 
life plan, estimate $120, result about 
$60; at age 35 estimate $177, result 
$85. At 45 estimate $276, result about 
$115; at 55 estimate $431, result about 
$170. I do not know whether you 
have checked these at all? A.—Of 
course they ware all carefully pre- 
pared, but I fancy when he gays 
‘‘about’’? that he has interpolated for 
ages, 


Q:--Yes? A.—I fancy any figures 


that are supplied by Mr. Dawson are | 


correct. 

Q —Taking the next, the 15 payment 
life; at the age 25 estimate $206, result 
$96; 35, estimate $268, result about 
$135; at the age of 45, estimate $376, 


57a 


6 EDWARD VII., A. 1906 


Confederation Life, 
(Wm. C. Macdonald, Ex’d.) 


result about $165; age 55, estimate 
$540, result about $250. And then the 15 
year endowment age 25, estimate $295, 
result $117.80; age 35, estimate $313, 
result about $118. Age 45 estimate 
$362; result about $120. Age 55, es- 
timate $489, result about $133. There 
are also figures prepared for the twen- 
ty years accumulation plan, policies 
issued in 1083 to 1886, dividend paid 
in 1902 to 1906, plan ordinary life; 
age 25, no result—there is no use in 
giving these where there is no result. 
The only result there has been found is 
in respect of the 20 year endowment at 
age 25, estimate $470, result about 
$170. Mr. Dawson has made a com- 
parison between actual dividends in 
1905 and 1906, and the estimates now 
in use; when were those estimates pre- 
pared? A.—The latter part of 1899. 

Q.—You have not prepared any since 
1899 Pp) A> Yes, vin - 1902, I had: for- 
gotten that; that was perhaps merely 
an adjustment, there was the same ag- 
gregate result, same aggregate cash 
value of the policy at the end of the 
period is shown, the difference is mere- 
ly there is a larger balance of that car- 
ried as reserve, and a smaller portion 
as surplus under the estimate we will 
say in 1900, prepared in 1899. This 
would apply to the difference in reserve 
in life and limited plans. 

Q.—Should not we have expected 
when you were getting actual results 
you would have modified your esti- 
mates? A.—Our premium rates are 
very much higher. 


Q.—<And the interest lower? A.— 
Not lower than it was ten years ago. 

Q.—Did you suppose that the addi- 
tion to your premium-rates would be 
sufficient to maintain the estimates? 
A.—I supposed with the improved con- 
dition of affairs it would enable us to 
earn during the coming decade not- 
withstanding increased expenses, quite 
as large profits as we had made jn the 
past decade, and I think that that es- 
timate or judgment formed will be 
justified. 

Q.—Then we will just take a few 
figures for that; taking the ten year 
accumulation period man at the age 
of 25, you are estimating $194, there 
is no actual result to compare that 
with. At the age 35 you are now 
estimating $198, while your actual re- 
sult in 1905 on those are only $81.77? 
A.—What is the difference in prem- 
iums P 

Q.—That he has not given me? A.— 
You will find there is a difference there: 
of four or five or six dollars a year in 
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the amount of the premium, and I 
think if you will take that difference 
in premium and just accumulate it 
at interest you will find it will quite 
make up that deficiency. 


Q.—I will submit that to Mr. Daw- 
son; have you an accurate differenti- 
ation of the premiums? A.—I have 
an all-life here age 25, $1,000, dividend 
paid $18.98, $68.09, reserve set apart 
$137.56—I am making the fund—dif- 
ference in premium $3.35, which I 
have accumulated at 5 per cent.—the 
answer may be that is a high rate, 
but in addition to interest we have 
allowance to make from the profit 
arising from lapses which has never 
fallen below one per cent. per annum, 
and has been as high as two per cent. 
per annum. I am speaking of profits 
from dividends falling in, which does 
not enter into the original dividend 
set apart. This is the accumulation 
from profits under the deferred divi- 
dend policies, not to any profit from 
lapses in the way of surrenders, cash 
values and so forth. It gives us total 
fund at the end of the 5th year of 
$281.55; estimated value reserve $170, 
surplus $115, $285, or $3.45 there 
against me. Come to the 15 year ac- 
cumulation period age 23, dividend 
paid in 1900 $138.32. I leave the fund 
out there, because it 1s $1,000. Dif- 
ference in premium $7.05. At 5 per 
cent. it amounts to $159.73, making 
under that basis a total surplus at the 
end of the 15th year of $297.86; es- 
timated surplus $273. I take the 20 
year endowment, age 26, $1,000, divi- 
dend paid 1906. $170.30. Difference 
in premium $6.10; accumulated at 5 
per cent. $211.75. Surplus, end of 
the 20th year, $382.05; estimated sur- 
plus $376. 


Q.—So that you were comparing 
the estimates which you are using now 
with certain results as far back as 
1896 and 1898? -A.—I am comparing 
that with the dividend paid in 1906. 


Q.—You said 1896; you said 1898 
here? A.—I did back here. 


Q.—But it would not have been 
1906? A.—We did not have any 20 
year dividend results until the last 
year which I could properly compare 
with. 

Q.—What was the dividend result, 
$170.30? A.—Yes; you are quite wel- 
come to that statement. 

Statement of comparison and actual 
result with present estimates, just re- 
ferred to. filed as Exhibit 166. 
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Q.—When did you raise the pre- 
miums? A.,—They have been raised 
at different times, they were raised 
in 1896 and then in 1900 again. 

Q.—You have not raised them since 
1900? A.—No. 

Q.—You have had the high pre- 
miums for 5 years at least, in these 
instances that Mr. Dawson has given? 
A.—Six years. 

Q.—Notwithstanding that advantage 
these premiums are the figures on the 
15 year accumulation period plan, or- 
dinary life, result about $60, while 
your estimate was $118. Age 35, re- 
sult $85, and you are estimating $144. 
Age 45, actual result about $115, and 
you are estimating $187. Age 55, re- 
sult $170, you are estimating $270? 
A.—You say notwithstanding the ad- 
vantage— 

Q.—The advantage you have had in 
the increased premiums for five or six 
years? A.—That does not affect the 
result under those policies. 

Q.—Does not it? A.—No. 

Q.—This has been headed ‘by Mr. 
Dawson, ‘‘Actual dividends in 1905 
and 1906 and estimates now in use?’’ 
A.—On policies issued 15 years ago 
at a lower rate of interest; those pol- 
icles would not be benefited by the 
high rate of premium now charged. 

Q.—You are right, because these 
are 15 year accumulation policies. I 
think then that that will be all the 
instances that I wish to put in of that. 
Now, a cognate subject is this; this is 
a memorandum, I do not know whether 
Mr. Dawson prepared it? A.—TI pre- 
pared it for Mr. Dawson, or had it 
prepared. 

Q.—This is a memorandum? A.— 
Deferred dividend policies. 

Q.—And the first item in it is num- 
ber of 15 year dividend policies issued 
in 1890, 88; number of same which 
completed their perrod in 1905, 59 
or 68 per cent.? A.—Yes. 

Q.—Mr. Dawson says that is a very 
high percentage? A.—It is. 

Q.—It indicated remarkable persis- 
tence? A.—It does. And it depends 
upon the point I was speaking of this 
morning, at least it has a bearing up- 
on it, that on the question of the pay- 
ment of agents by salary, I believe 
business obtained in that way is more 
persistent than business obtained by 
commission, and I believe too the sys-’ 
tem we have introduced in recent years 
of dispensing with the renewal com- 
mission and making our collection of 
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premiums through local cashiers tends 
to the persistency of the business, and 
in that connection our experience is 
confirmed by the experience of the 
Mutual Life as stated by Mr. McClin- 
tock in his evidence before the Arm- 
strong Commission, and also by the 
late Mr. McCall in connection with 
the New York Life in an address he 
gave to the National Life Underwrit- 
ers’ Association some few years ago. 
They both testified that under that 
system the business was more persist- 
ent than it was under the other, and 
our experience leads us to the same 
conclusion. 


Q.—Is it not a great deal better in 
that connection, for the company to 
write less business and have it more 
persistent. than to write an enormous 
quantity of business and have it fall 
off within the first year? A.—-I cer- 
tainly do not believe in any company 
writing an enormous quantity of busi- 
ness; of course a company is a going 
concern and we cannot stand still un- 
til you get to the— 

Q.—I am not sure whether that is 
one of the things you are having pre- 
pared for us; are you preparing a 
comparative statement of policies is- 
sued in any one year which lapses 
during the various years which policy 
may have been supposed to have been 
in force? A.—I do not think we 
were asked to prepare them, but I 
“sink I had it prepared for my own 
information the other day at the office ; 
I gave instructions to have it done 
and I think it has been done. 


Q.—What proportion of those poli- 
cies can you remember issued in any 
one year, lapsed after the payment of 
the first premium? A.—TI would not 
like to answer offhand. 

Q.—Is it a large percentage? A.— 
Yes. 

Q.—It was about 90 per cent. in the 
case of one of the other companies, 
would it be as large as that in yours? 
A.—I do not think so; are you speak- 
ing now of business that lapsed pure 
and simple o1 total discontinuances? 

Q.—I mean policies which pay one 
premium and no more? A.—Because 
lapse is technical; in life insurance 
we speak of a policy lapsing for which 
no consideration is given. 

-Q.—I mean a lapse which pays one 
premium and then drops? A.—As 
compared with the total discontinu- 
ances P 

Q.—Yes? A.—It would not be that 
much, I am not sure. 
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Q.—Perhaps you would before the 
enquiry is over, have that statement? 
A.—With pleasure. Do you wish it 
for more than one year or over a suffi- 
cient term of years to show an aver- 
age? 

Q.—I would rather have it over a 
sufficient term of years to show an ay- 
erage? A.—Very well. 


Q.—The next number of ten year 
dividend policies issued in 1895, twen- 
ty; number of same which completed 
their period in 1905, 12, or 60 per 
cent. That also is said to be a good 
persistence? A.—I think it is good. 


Q.—Perhaps the number of policies 
is too small to deduce a principle from 
it safely? A.—True, but do you see 
the same result contained in the three 
different classes, and the result in the 
aggregate will not vary much on any 
one of them. 

Q.—Five year dividend policies is- 
sued in 1900, 69, and the number of 
them which completed their period in 
1905 was 46, or a percentage of 66 
per cent? A.—yYes, that is an evi- 
dence of the greater persistency of de- 
ferred dividend policies. 


Q.—There is a difference in prin- 
ciple, but there ought not to be a dif- 
ference of persistence between the de- 
ferred dividend policy with a five year 
period and a policy with a quinquen- 
nial period, ought there? A.—The 
five year dividend period and quin- 
quennial period is the same thing. You 
mean there should not be any .differ- 
ence between the shorter and longer 
dividend period? . 


Q.—Yes? A.—There is a marked 
difference; there is no doubt about it 
that the longer deferred period, the 
15 and 20 year deferred dividend period 
policies are much more persistent than 
the five year, than an annual dividend 
pelicy would be; that is our own ex- 
perience, and I think it is the exper- 
ience of the American companies that 
have operated these deferred dividend 
policies for many years. 


-—Memorandum referred to re de- 
ferred dividend policies filed as Ex- 
hibit 167. 

Q.—Let us see if we can get a prin- 
ciple out of that; all insurance, leave 
out of question a distinction as to de- 
ferred dividend insurance, all insur- 
ance tends to persistency after it has 
been a long time in force? A.—Yes,’ 
the longer the policy is in force the 
less liability there is of discontinuance. 
A man does not feel like discontinuing 
a life policy which has become valuable. 
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Q.—Is there any element about the 
deferred dividend policy except this 
which is any improvement upon that 
principle; the fact that he is paying 
more and stands to get more if he per- 
sists, is not that the only respect in 
which the principle works to the ad- 
vantage of the deferred dividend pol- 
icy? A.—I do not appreciate your 
question. 


Q.—You have told me that as a pol- 
icy increases in age its persistency in- 
creasesP A.—Yes. 


Q.—That of course is the principle; 
now do you get anything in addition 
to that principle in favor of the divi- 
deud insurance as against others, ex- 
cept the one fact that the man has 
paid more and stands to win more by 
persisting? A.—Of course under the 
deferred dividend the man whose pol- 
icy has been in force we will say for a 
few years and drops it stands to lose 
more than the man who is on the quin- 
quennial or annual dividend policy, 
and who has withdrawn his dividend, 
and therefore that acts as a deterrent 
influence. In addition to that I think 
that almost from the inception of the 
pelicy there is likely to be more per- 
sistence for the reason that a man who 
takes a deferred dividend policy, 15 
or 20 year period, he looks forward to 
carrying that through, he does not look 
at it quite in the same light that the 
man who would take a five year divi- 
dend policy would. He will say, ‘I 
can drop this at the end of five years 
and get my dividend, and I won’t lose 
perhaps very much.’’ He goes into 
it with the intention of carrying it to 
its termination, and getting the full 
benefit of the accumulations under the 
policy. 

Q —That is to the credit of the de- 
ferred dividends? A.—Just one thing 
further to the credit of it, and that 
applies also to endowment policies, but 
I won’t speak from experience in our 
own company, I have not analyzed it. 
but I believe it to be true, and it is 
the experience of all the American 
companies where they have analyzed 
their experience carefully, that there 
is greater persistence under endowment 
policies than other classes of insur- 
ance, in fact it is found as a general 
principle that the higher premium 
policies are more persistent than the 
lower premium policies. 

Q.—The man who takes a deferred 
dividend policy or an endowment  pol- 
icy is looking not so much towards the 
protection of his widow and orphan 
children as he is towards his own ad- 
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won’t say that. 

Q.—There is that element in addi- 
tion? A.—He is looking to his own 
advancement, there is no question 
about that, and there is a much larger 
proportion of insurance taken to-day, 
apart altogether from the dividend 
results, where a man looks to his own 
advancement or profit, when the policy 
matures than was the case some years 
ago, the all-life contract does not ap- 
peal to intending insurers to-day as it 
did 15 and 20 years ago. 

Q.—Why? A.—Because the man 
recognizes this fact that it is necessary 
for me to make provision for my wife 
and my family, assuming he has one— 
he may be 25 or 80 or 35 years, and if 
he has not a wife and family or some 
one dependent upon him he recognizes 
he may be assuming responsibility, and 
he has to provide for those responsi- 
bilities during a certain period of life, 
but there comes a period in that man’s 
life time when these responsibilities 
will perhaps altogether disappear with 
the exception perhaps of his wife; his 
children grow up, they are married 
and settled, and there is not the same 
necessity for him to make provision 
for them as there was in his younger 
years. He realizes the fact that there 
may come a time in his own life time 
when it is necessary for him to provide 
for himself; for that reason the 20 
payment life policy has become one of 
the most popular forms of policy con- 
tract that is written; there are more 
20 payment life policies written not 
only in our company but I venture to 
say in every company in Canada than 
any other form of contract. 

Q.—You mean on the tontine? A. 
—Yes, or deferred dividend plan, be- 
cause at the end of the 20 years that 
man has got several valuable options 
offered to him; if he wants insurance 
he can continue the policy, and he can 
eet further insurance if he is in good 
health by the application of the divi- 
dends; if he wants to provide an in- 
come for his old age he can surrender 
the policy and purchase an annuity 
on favorable terms; if on the other 
hand he does not want the insurance 
and does not want the annuity and 


‘wants the cash he has the privilege of 


commuting that. 

Q.—You reject the debit I am sug- 
gesting to you altogether? A.—Put 
it again please? 

Q.—That the inducement to the de- 
ferred dividend insurance and to the 
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endowment insurance is an induce- 
ment which appeals to a man from his 
own standpoint and not so much from 
the standpoint, or not at all events 
altogether from the standpoint of those 
depending upon him? A.—It does 
appeal to him, there is no doubt that 
feature enters into it. 

Q.—Would it be right to say those 
forms of insurance are forms of in- 
surance for men who are better off, 
better able to pay than the man who 
takes the ordinary full life policy? 
A.—I think so, I think the mam who 
is not well off would not be so well 
able to take that form of contract as 
the man who is well off and feels that 
he can carry the contract through. 
The man who % not so well off would 
perhaps be more inclined to take a 
form of policy where he could get his 
dividend from year to year and from 
time to time, at shorter periods, as 
might be the case. 


Q.—Then is there anything to the 
debit of that kind of insurance in this 
circumstance or does this circumstance 
exist or affect it at all, that that class 
of insurance appeals to the man who 
has the sporting instinct? 
haps so, we are all born gamblers, at 
least there is a little of that element 
in all our compositions. 

—He goes into the pool with the 
hope eri he will persist and get the 
pool?) A.—Well. 

Q.—Mr. Nesbitt suggests that it ap- 
peals to a man whése earning power 
will increase and come to its maxi- 
mum about the time, or perhaps be- 
gin to fall off about the policy begins 
to fallin? A.—yYes, a limited payment 
life policy. There are a great many 
people who do not wish to feel they 
had to pay so long as they live, whe- 
ther they can afford to or not; they 
like to look forward to the time when 
their payments shall cease. 


Q.—Are not these plans, to the ex- 
tent to which I have ventured to make 
these suggestions an encroachment up- 
on the old idea of insurance? A.— 
No, I do not think so, we are not af- 
fording any less protection, and cer- 
tainly the deferred dividend plans 
have done much to popularize life in- 
surance. 

Q.—When you say that you mean 
to attract? A.—Yes, and millions of 
do'lars of insurance have been written 
that never would have been written, 
millions of protection have been afford- 
ed to dependent ones that never would 
have been afforded if they had con- 
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fined themselves to the old straight 
life, annual or quinquennial dividends. 

Q.—There is one other criticism I 
venture to offer for your considera- 
tion; these plans tend to keep in the 
hands of the insurance company for 
longer terms of years large sums of 
money? A.—They do. 

Q.—Do these plans then tend to lend 
themselves to the sort of thing that we 
heard of in the State of New York? 
A.—Well, they may in some com- 
panies. 

Q.—The accumulation of large funds 
which are being made use of for pri- 
vate purposes? A.—I do not see that 
that follows necessarily, it does not 
matter whether the funds are— 

Q.—Not necessarily, I did not say 
it followed necessarily; does not it 
tend in that direction? A.—I would 
like to answer the question in my own 
way; I do not see that it makes a 
particle of difference whether these 
funds are surplus funds or reserve 
funds, by whatever name they may 
be called, it would not prevent the 
using of those funds for private pur- 
poses in the way you allude to. 


Q.—The funds won’t be so large? 
A. —But they are large enough, the 
funds in the control of the manage- 
ment of the large companies to-day 
to which you have alluded are large 
enough in all conscience to afford any 
man a scope for speculative use of 
funds. 

Q.—But the funds tend to grow up- 
on the adoption of these plans? A. 
—Of course the fund is increased, but 
after all what does the increase amount 
to? Take the case of our own com- 
pany, ten millions of assets, by the 
speculation and mis-use of the com- 
pany’s funds there is quite a scope to 
do that with the ten millions of re- 
serve— 

Q.—But with the growth of funds 
seeking investment the avenues of in- 
vestment may become more question- 
able? A.—Perhaps so. 


Q.—That is perhaps something which 
it is not necessary that an insurance 
man should have a better opinion than 
others? A.—We know the larger the 
accumulation of funds in the control 
of one man or a small body of men will 
perhaps tend, if they are not men of 
very great principle, to extravagant 
ideas and indulgence in speculative 
tendencies. 

Q.—There is a paper here prepared 
which is annexed to a letter from you 
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to Mr. Dawson, will you just explain 
«hat that is, the first page of it is all 
sife? A.—All life quinquennial di- 
vidend plan, policy issued in 1885, 
age 25, the amount of the divideud al- 
lotted in 1890 was $13.48; 1895, $18,- 
37; 1900, $19.71; 1905, $19.07. 

Q.—That increases at the various 
ages till at the age 55 it runs up to 
$49.10? A:—Yes. 

Q.—I mean the dividends for 1900 
were larger than they were for 1905? 
A.—Yes. 

Q.—Is that accounted for by some? 
A.—A slight change that took place 
in the system of allocating the divi- 
dends some few years ago. 

Q.—With regard to: those issued in 
1890, I do not find that there is the 
same difference between 1900 and 1905 
as in those issued 5 years earlier? A. 
No, the change made affected the old- 
er policies. Under the system which 
originally obtained years ago I think 
it unduly favored those old policies, 
and the change made to the present 
basis was done gradually without dras- 
tical change, on the basis we had in 
operation for some years passed. 

Q.~You have also given us for some 


ages policies issued in 1895, dividends 
for 1900 and 1905? A.—Yes. 


Q.—And the same way for policies 


issued in 1900 and dividends received — 


in 1905? A.—Yes. 

Q.—And this is the same for 20-pay- 
ment life? A.—Yes. 

Q.—And this is for 20 year endow- 
ment? A.—Yes. 

Q.—What is this? A.—Those are 
some examples of the ten year accum- 
ulation dividends paid in those various 
years under the different plans. 

Q.—That is you have taken year 
after year, 1885, 1886, 1887, 1888, 1889, 
1900, 1901, 1902, 1903, 1904, and 1905, 
those are the years of issue, so that 
they would come down in each year, 
down to 1905? A.—Yes. 

Q.—This is 15-year dividend period, 
similarly prepared? A.—Yes. I think 
it would be well to change the term, 
we call them accumulation policies on 
our records. 

Q.—What about the term? A.—The 
terms are the same; we use the term 
accumulation in our company ; deferred 
dividends is used by a great many 
companies. 

Q.—You use cumulation here? A.— 
Yes; they are referred to, generally 
speaking, during the investigation, as 
deferred dividends, and it would be 
less confusing if the word deferred 
dividends was adhered to. 
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Q.—In these tables they mean the 
same thing? A.—Yes, perhaps it 
would be well to change it. 

Qe W hatuis) this?) A.—This silo 
years dividend, result from the 15-pay- 
ment life plan on policies issued in 
1890, maturing in 1905. 

Q.—These are results? A.—Those I 


think you have read before. 

Q.—And these are also some results? 
A.—Yes. 

Statement just referred to filed as 
Exhibit 168. 


Q.—This is a statement which has 
been prepared in your office, I think, 
memo. re 1904 business, not taken in 
1904, $429,527, what does ‘‘Not taken 
in 1904”? mean, does it mean. policies 
written in 1904 and not taken up? A. 
—I cannot tell you without reference 
to the blue book. That is the not- 
taken business in the year 1904, 
whether written in 1904 or written in 
the previous year. 

Q.—Business that fell due to be 
taken in 1904 but was not? A.—Some 
of it perhaps fell due to be taken in 
1903 and was supposed to be taken and 
then finally was not. 

Q.—That went off through lapse in 
1905, $514,775? A.—I suppose that is 
a similar item, it is differently ex- 
pressed. 

Q.—That would not be taken, that 
would be after the payment of one 
premium, not continued, to use the ex- 
pression you used a while ago? A.—I 
have not seen this. ; 

Q.—I would like to have that veri- 
fied? A.—I would be pleased to verify 
that along with those other figures you 
asked for. , 

Q —Assuming the figures to be veri- 
fied so that you need not come back for 
it, that is out of a total apparently of 
$5,017,988 of new business done in 
1904? A.—I suppose so. 

Q.—The not-taken is a little better 
than 8 per cent, the lapse or discon- 
tinued 8 per cent., and the total is 
said to be about 19 per cent. on the 
total amount written? A.—I fancy 
those figures would be about correct. 
but I have not had an opportunity of 
verifying them. 

Q.—I will leave that with you for 
verification? A.—Very well. 

Memorandum re 1904 business just 
referred to to be verified by Mr. Mac. 
donald and to be marked as Exhibit 
169. 

Q.—You have furnished an answer 
to a requisition, some proofs of loss, 
and this is the claimant’s statement? 
A.—Yes, sir. 
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Q.—It seems to be rather elaborate, 
there seems to be a good deal required ? 
A.—Not too much, sir, I think, it is 
very simple; those are really questions, 
most of them, from the policy, none of 
the questions difficult. 

Q.—I want to call your attention to 
this, under the policy what has to be 
done is to prove to the satisfaction of 
the Association the death and the 
cause thereof, and also the age of the 
insured unless previously given? A.— 
Yes, sir. 

Q.—These proofs seem to call for a 
great deal more than that? A.—We 
have to have proofs of interest; the 
claimant, irrespective of whether it is 
expressed in the policy or not, must 
prove his or her interest to the estate, 
and this is partly for that purpose, and 
this is partly to prove the death. 

Q.—Partly to prove the cause of the 
death and partly to prove the age of 
the insured; I do not know that it is 
conclusive at all, but I should have 
thought a good many af these. gues- 
tions are without those requirements, 
for instance the name and address of 
the doctors who attended or prescribed 
for the deceased during the last year 
prior to the death or since he took ill, 
that is rather outside, that is not in 
connection with the death or cause of 
it? A.—It might be, sir; he might 
have been attended at death by one 
physician, and he might have been at- 
tended six years prior to the death by 
another physician, and perhaps the 
physician who attended at death might 
not be able to make known the cause. 
We have frequently cases of that kind 
arising, and we have to refer back for 
the purpose of statistical information 
to ascertain the cause of death. 

Q. What do you think of this ques- 
tion 8: ‘‘Have you read the policy and 
the conditions thereof; did the de- 
ceased violate any of the conditions of 
the policy’? A.—With the majority 
of policies probably that clause might 
be stricken out, but there are certain 
policies which are conditional and it is 
necessary for us to know whether the 
man violated any of the conditions of 
the policy which hastened his death. 
We have policies which contain a sui- 
cide clause, for example. 


Q.—You say that might as well be 
stricken out? A.—For a great many 
of them, but not for all of them. 

Q.—You have a physician’s certifi- 
cate or affidavit, the undertaker’s, then 
agent’s confidential statement, and 
then the claimant’s statement to which 
we have already referred? A.—Yes. 
Of course I will admit that in the phy- 
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- sician’s statement many of the ques- 


tions are not essential so far as the 
proof of the claim is concerned. It is 
information we desire to obtain for 
statistical purposes. 

Q.—Don’t you issue an indisputable 
policy? A.—After one year the large 
majority of policies we issue are indis- 
putable. 

Q.—I forget whether it was you or 
the managing director spoke of, I 
think it was you, who’ spoke about 
the preparation to get your reserves 
upon the statutory basis, and about 
what you were doing in respect of the 
business since the statute was passed? 
A.—I think that was with the man- 
ager yesterday, probably. 

Q.—Did you hear what the manag- 
ing director said with regard to mak- 
ing use of the three per cent. reserve 
to equalize in respect of the other 
reserves?’ A.——I did) 

.—As an actuary can you agree 
with that? A.—Well, yes, it is not 
material from what source your re- 
serves are supplied so long as you 
have in hand a total necessary to 
comply with the Government require- 
ments. However, I am not saying we 
are following that procedure or justi- 
fying it. 

Q.—Will you tell us please what 
plans you are taking, just as you 
have been doing in respect of the 
computation of reserves since the 
statute was passed? A.—We _  com- 
menced really before the statute was 
passed, in 1896 anticipating possible 
changes in the Act, and placed all 
our business issued then on a three 
and a half per cent. basis, and when 
the statute was passed we then deem- 
ed it advisable, the Board and manag- 
ing director acting upon my own re- 
commendation, adopted for the new 
business thereafter written a three 
per cent. basis of valuation for all 
new business; so far as old business 
is concerned we have not as yet done 
anything, it still remains on the 44 
per cent. basis. I may say we did 
contemplate a good many years ago 
commencing to value on a four per 
cent. basis, on that old business, but 
we did not consider under the cir- 
cumstances it was expedient to make 
any change. I hope we may in the 
near future take steps to place that 
business on at least a four per cent. 
basis. 

Q.—In respect of business written 
before 1896 vou are carrying 3 per 
cent. reserve? A.—Yes. 

Q.—From 1896 to 1900, 33 per 
eentur’ Ansys) 
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Q.—1900 to 1906 you are at pre- 
sent carrying 3 per cent. reserve? 
A=Yes: ‘ 

Q.—Is that with any intention or 
any expectation that the aggregate of 
these three will equal the aggregate 
of all reserves on 3% per cent. under 
the statutes? A.—Incidentally that 
had some bearing upon it in my own 
mind; but let me say further, if it 
does, it does not work any detriment 
whatever to any policyholder either 
old or new. I want to emphasize that 
in view of the remark the manager 
made which was capable of being mis- 
understood. No matter what basis 
the Government require us to adopt 
we can adopt any other basis we 
like and deal with our policyholders 
on that basis or on a different basis, 
and in an equitable manner, at least 
according to our judgment of what 
is equity and fairness. 


Q.—As a matter of fact in respect 
of these policies written since 1900 
upon which the reserve is computed 
at 3 per cent. have not you’ guar- 
anteed the reserves up to the full 
three per cent? A.—We have, and 


slightly in excess of that on certain 


plans. 


Q.—Take a policyholder whose policy 
has been written since 1900, you have 
guaranteed him the three per cent. 
reserve, how can you possibly make 
use of that to ameliorate the unhappy 
condition of the 43 per cent. man? 
A.—We have a total accumulated 
fund, we may call it what we like, 
and it may be reserve, it may be 
surplus, we have part of that at 44 
and part at 34, and part of it at 3: 
the Government stepped in and fixed 
what is a purely technical and uarbi- 
trary standpoint of solvency; so long 
as we are able to comply with the 
standard of solvency that is all that 
the law requires of us; they do not 
determine from what source this 
surplus fund may arise; that does 
not preclude us with our policyhold- 
ers in carrying out, as we are now 
doing, our old business on a 43 per 
cent. basis, our 1896 to 1899 business 
on a 34 per cent. basis, and our new 
business on three per cent. basis, and 
treating all equitably according to 
our own rules. By the time we have 
to pay that three per cent. reserve, 
which we are guaranteeing, on our 
15 and 20 year dividend policies we 
will practical have none of that old 
business upon our’ books: that old 
business is gradually getting less for 
the older vears, and 15 or 20 vears 
from now there will be practically 
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none of the business written prior to 
1896 upon the books of the company. 

Q.—Then, if I understand, you treat 
the statutory requirement in respect 
of reserve as a mere matter of satis- 
fying the Government as to your sol- 
vency? A.—Of course that is what tt 
is, but I say this, we do contemplate 
placing that old business on a 4 per 
cent, basis; I will not say I will ever 
recommend anything higher, but I 
do not think anything higher is neces- 
sary. 

Q.—You would justify that as a 
matter of contract and as a matter 
of expediency—supposing the statute 
requires you to put all your reserves 
at once upon a 3% per cent. basis, if 
you did that by maintaining on some 
of the business, the new business 3 
per cent. and with respect to the other 
4 per cent., so long as you were able 
with your aggregate reserves to com- 
ply with the Statute upon your whole 
voume of business you think you would 
be complying with the law? A.—Yes, 
providing we could do it and carry it 
out consistently; I may just mention 
that you have suggested the idea of 
the Government compelling us fo do 
such a thing at once, as was suggested 
in 1899; that was the principal cause 
or reason in my mind which caused 
me to recommend to the Board of Dir- 
ectors the placing of our new business 
on a 3 per cent. basis; I regarded it 
would be an extremely dangerous thing 
for our Company or any Company 
with a very large accumulation busi- 
ness to be compelled arbitrarily to 
change its basis of valuation from @ 
34 to a 3, or as was suggested at first 
in 1899 from a 43 to a 33 basis, and 
compel Companies to pass a dividend 
from six, seven or eight years to their 
policy holders. It might under cer- 
tain conditions send the Companies 
into insolvency where there was a 
large accumulation of business where 
financial conditions were unfavorable 
at the time; I regarded it as an ex- 
tremely dangerous position for any 
Company to be to permit itself to be 
placed. 


Q.—Your idea is that you satisfy 
all the conditions of the Statute if you 
have upon the whole an aggregate re- 
serve computed upon the Statutory 
rate? A.—I consider we satisfy the 
requirements of the Statute, and we 
work no injustice whatever to the 
policy holders either old or new, 
whether we make any change what- 
ever on the basis of the old business 


or not. 
t 
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Q.—Then it would equally follow 
that if you had the new class policy 
holders with reserve calculated upon 
the 3 per cent. basis, would you think 
you were carrying out you contract 
with the old policy holders whose re- 
serve was only upon the 43 basis if 
you dealt with them upon that basis? 
A.—I think we would. I think there 
is one of the difficulties now which 
confronts us; I suppose it has con- 
fronted other Companies in dealing 
with these deferred dividend policies. 
We have guaranteed to the policy 
holders at the end of the period a cer- 
tain reserve of the total accumulation 
of surplus. If they value upon a higher 
basis how are they going to adjust 
their accounts and carry out their con- 
tracts at the end of the time? It is 
a legal question which must receive 
our consideration, and it probably has 
received consideration in other com- 
panies. 

Q.—Then I think you have here 
given us what we were speaking of 
this morning, a detailed statement of 
the profits and losses on the. realiza- 
tion of securities? A.—Yes, although 
I have not seen it since it was copied. 

Q.—This debit side, that means sold 
at loss, written down, sold at loss, 
written down, written off, that in- 
cludes the $40,000 odd written down 
on the Head Office building? A.— 
That is what that item is. 

Q.—And it includes certain agents 
balances written off? A.—Yes, though 
I would explain in regard to this the 
item is not a large one, and when the 
entry was put through I gave special 
instructions then when these items 
were adjusted that this account would 
be credited with the amount, and the 
proper expense account debited, and 
a considerable portion of that item has 
already passed to the proper expense 
accounts; the other will follow no 
doubt in regular course, 

Q.—To analyse these the amount of 
loss on sales seems to be $9,933.86, 
and the amount written down or 
written off $66,675.40? A.—I have 
no doubt these figures are correct, but 
there is a cross entry in that. 

Q.—I think that has been allowed 
for, because that amounts to $76,- 
629.26, whereas the total on this is 
$84,000? A.—Well, I do not just re- 
member; there is a cross-entry some- 
where, 

Q.—The profit statement shows Cal- 
gary Bonds, Canadian Pacific stock, 
and certain agents balances which 
were written off, repaid, besides the 
sale at profit of certain of your mort- 
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gage securities, that is a total of 
$119,320.49. Most of your losses seem 
to have been in respect of real estate 
which I suppose you had acquired 
under mortgage? A.—Yes. 

Q._-And had to dispose of? A.— 
Yes sir. 

().—I see very considerable writing 
down there in the case of Beatrix, 
is that right? A.—yYes, that is pro- 
perty in Montreal. 

Q.—That seems in view of the 
amount it stood you, $22,104, to be 
very considerable writing off? A.— 
How much? 

Q.—$6,104.384? . A.—I fancy there 


was considerable writing off. 


Q.—That reduced it to $16,000? A. 
Yes), 

Q.—Was that writing off in conse- 
quence of re-valuation or how? A.— 
Re-valuation made by our own Super- 
intendent of Real Estate who recom- 
mended that should be done. 

Q.—It is suggested to me, and I 
accept the suggestion, that I should 
ask you your view as to the desir- 
ability of the ordinary mortgage in- 
vestments for the purposes of insur- 
ance funds investments, and what 
your experience has been in respect 
of that class of investments? A.— 
Well, as far as our experience is con- 
cerned we have lost some money on 
mortgage investments. 

Q.—You do not of course stand to 
make anything except your principal 
and interest? A.—No; we have lost 


‘certainly more money on mortgage in- 


vestments than we have on other 
classes of securities. Comparatively 
our holding of mortgage securities 
and investments have in the past been 
large, they have been perhaps more 
than half of our assets. I do not 
remember the figures now, and _ the 
losses that have been incurred in con- 
nection with mortgage investments 
have been greater comparatively than 
any other classes of securities. 
Q.—What circumstances tend to 
bring about loss in mortgage invest- 
ments? A.—Financial depression such 
as existed in the nineties, when bor- 
rowers were unable to meet their ob- 
ligations, and properties fell into the 
hands of the Company, perhaps did 
not come into the hands of the Com- 
pany for some considerable time till 
there were considerable accumulations 
of interest and other charges, the pro- 
perty perhaps in the meantime run- 
ning down and. not in as good condi- 
tion -as it. originally was, and as of 
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course you have suggested while there 
is a possibility of a loss there is never 
the possibility of any addition accru- 
ing from appreciation unless it should 
come after the property has passed 
into the hands of the Company and is 
disposed of at a profit, that I think 
in the aggregate is very unlikely to 
occur. 


Q.—Are mortgage investments cum- 
bersome to handle? #A.—They are; 
they yield a good rate of return, but 
they are very much more cumbersome 
than other classes of securities and 
entail a great deal more expense in 
attending to investments of that class, 
which, of course, to a very consider- 
able extent will offset the extra rate 
of interest that is secured. On other 
classes of investment, there is a wide 
range, of course, securities which 
should be available, which will afford 
Companies excellent opportunities for 
investments, and are handled much 
more economically than the mortgage 
investments, and if judicious invest- 
ments are made there is a possibility 
of appreciation in values which will 
in all probability equal, in fact likely 
exceed any depreciation that may oc- 
cur. My own opinion is that a Life 
Insurance Company should aim, not 
at having any undue proportion of 
its assets in any one security but that 
the assets in investments should be 
distributed in different classes of se- 
curities, so that in the case of any 
commercial stringency or financial 
stringency in would not be unduly 
affected by the depression which might 
prevail in one or more particular se- 
curities. A distribution of the assets 
in different classes of securities to my 
mind is eminently desirable. 

Q.—You have spoken of the rate of 
interest, you would not be able to 
earn the rate of interest which we 
have been told is about 5 per cent., 
that you are earning now if all your 
securities were of the class of those 
more recently acquired; you need the 
high interest upon the old class of 
investments to keep up the general 
rate? A.—We have not many very 
old investments of that class; our 
mortgage investments, which you speak 
of as the high interest ones, are all 
comparatively new, that is five, six, 
seven or eight years, probably the 
volume of mortgages that are more 
than seven or eight years old is not 
very large. 

Q.—I will alter the form of question, 
you need that class of investment, as 
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interest is now upon the other class, 
to maintain the general rate? A.— 
You have to make a ,considerable re- 
duction from the rate of interest 
earned on mortgage investments to 
cover the expense of handling those 
funds. 

Q.—And with all that? A.—With 
all that you will have perhaps a little 
higher rate than you will on certain 
other classs of investment, at the same 
time there is a large range of securi- 
ties, bonds, and debentures, which can 
be purchased to pay a good rate of 
interest entailing little or no expense 
in handling, and in my mind, as I 
have said before, where the invest- 
ments are judiciously made, less lia- 
bility to loss and greater chance of 
appreciation in value and a profit to 
the Company. I do not wish to be 
understood as in any way advocating 
the principle of life Insurance Com- 
panies buying stock for the purpose 
of a profit or speculating or indulg- 
ing in anything in the nature of spec- 
ulative securities; I think that would 
be absolutely wrong; but there are 
securities which present themselves 
which we know have inherent worth 
and which are likely to appreciate in 
value. We have held some of 
them contrary, unfortunately, to the 
provisions of the Act, which we had 
to dispose of, which were most ex- 
cellent securities, and which I am sat- 
isfied had we been premitted to hold 
would have paid us not only a very 
high rate of investment in the mean- 
time, but would have afforded us in 
the course of a few years a large sur- 
plus appreciation. 

Q.—Are you 1n respect of the more 
modern class of investment receiving 
an average of 5 per cent. interest? 
You are not, are you? A.—When you 
speak of more modern class, do you 
speak of bonds and debentures? 

Q.—Yes. A.—No, you are not, be- 
cause they are such high class securities 
vou cannot get a high rate of return, 
but there are many of those securi- 
ties that will appreciate in value and 
you will get your return in that form. 

Q.—You are maintaining the rate 
of interest at 5 per cent.? A.—We 
did last year, we had some little extra 
last year, it was not a normal year. 

Q.—Would you be able to do that 
if it were not for the comparatively 
high rate of interest you receive upon 
your mortgage investments? Aes 
We would not. But then again we 
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would not have the high rate of ex- 
pense to contend with, and we must 
offset the one with the other. I don’t 
know whether I should repeat the in- 
terview we had with the Finance Min- 
ister on the subject, but I was present 
with a deputation when he. expressed 
his views. 

Q.—I do not know the circumstances 
which you have in mind. if it were a 
public occasion—? A.—It was a dep- 
utation of three of us that waited 
upon him on this very subject regard- 
ing investments, and we presented a 
draft measure there which had been 
prepared for his consideration, and 
of course the previous deputations had 
appeared before him,, and this was a 
small deputation; I think it was per- 
haps two years ago; and we discussed 
the matter in a very frank and easy 
manner with Mr. Fielding, and he 
then expressed himself as not in sym- 
pathy with the present Act and the 
present classification of securities. He 
went even further than some of us ex- 
pected he would. I cannot say whe- 
ther those are his opinions to-day or 
not, but he regarded the present class- 
ification of securities in the Act as 
all wrong in principle; as he pointed 
out, there are securities that are good 
to-day that may not be good as a class 
some yearshence; anew class of secur- 
ities may arise thatis to-day unheard 
of, with the development that is going 
on in the scientific world, bringing in 
new industries, and new securities 
brought on the market which may 
prove profitable and safe investments 
for Life Insurance Companies. He 
further pointed out you cannot take 
any one particular class of securities, 
whether mortgages or bonds and say 
that all these securities within that 
class are good or bad; you may find 
one class where there is a much larger 
proportion of good securities in which 
a Company may invest than there is 
perhaps in another class of securities; 
but there are none the less good secur- 
ities in that class which the Company 
might safely and properly invest in. 
I may have enlarged a little on his 
remarks, but I am still confining my- 
self to the principles which he ex- 
pressed. He expressed the limitation 
which should be imposed upon the 
Companies somewhat in a_ similar 
form, in regard to perhaps certain 
classes of securities he would impose 
no restriction at all—I speak of gov- 
ernment and Municipal bonds and 
mortgages—but in regard to other 
classes of securities, we might say 
stocks of an industrial or mercantile 
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nature, he would impose a restriction 
upon the purchase of the securities 
of that class, whether of bonds or 
stocks, limiting the purchase of those 
securities until the Companies or the 
concerns were established going con- 
ceriis paying a fixed rate of dividend 
say of 5% for a term of five years, the 
object being to insure the investment 
of the Company’s funds in going, es- 
tablished paying concerns, and to pre- 
vent underwriting—I think he used 
the word—or the investment of Life 
Insurance funds in the securities of 
new or untried enterprises. I may 
say further that Mr. Fielding at that 
time while he did not commit himself 
to it at all—I do not think he ex- 
pressed himself as even willing to 
grant it, he was willing to consider 
the proposal to permit the Life In- 
surance Companies to invest a por- 
tion of their funds in foreign securi- 
ties, the United States securities. He 
was willing to consider that, but he 
did not go any further upon that 
point. I said to Mr. Fielding that his 
views I think would meet entirely the 
views of those that we represented. 
The only change that I would suggest 
in regard to the lmitation he sug- 
gested would be that the rate of in- 
terest and the term for which that 
should be payable was too high, and 
he said to me, what will you suggest? 
I said make it 4% for three years, in- 
stancing two or three Companies, well 
established Companies, I took for ex- 
ample the case of the C. P. R., which 
Mr. Fielding I think admitted we 
should have the power to invest in 
the stock of that Company. I said 
it has been paying 4% for many years, 
and under the restriction that is sug- 
gested we would not be able to invest 
in the stock of the Canadian Pacific 
Railway for a further term of five 
years when it will have so appreciated 
in value that it will render it unde- 
sirable as an investment; and Mr. 
Fielding gave some little _acquies- 
cence, and there was some further 
discussion. The deputation then with- 
drew with the idea that we should 
work out a new draft bill along the 
lines that he suggested and we did 
so, and it was submitted; but owing 
to Parliamentary duties which were 
imposed upon him of a rather oner- 
ous nature, he was not able to take 
the matter up during that session, 
nor during the subsequent one, 
Q.—I think we have heard some- 
thing of that already from Mr. Fitz- 
gerald, and we have seen the draft 
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bills, and had an account of the meet- 
ings of the deputation? A.—I think 
Mr. Fielding’s views are absolutely 
sound on that question. The whole 
question in my mind must come back, 
and the responsibility and the respon- 
sibility must rest on the management 
of the Companies, and their good 
judgment as to what is a sound or 
unsound investment. I do not be- 
lieve by legislation and by restriction 
you can prevent unsound invest- 
ments. The greater the restriction is 
placed upon Companies as to the 
classification of securities it simply 
means a narrowing of the field 
of investment and driving a larg- 
er amount of Insurance funds 
into narrower channels, which 
must mean a lowering of the rate of 
interest to the ultimate detriment of 
the policy holders. 

Q.—I gather you do not approve of 
investing the surplus of Insurance 
Companies in enterprises which have 
not as yet demonstrated their value, 
their permanency and their earning 
value? A.—I would not invest any 
of the funds of the Company in any 
trading concern—when he spoke of 
restriction it was perhaps more of 
trading, manufacturing, industrial 
and other classes of Companies. 


Q.—It would not seem to be appro- 
priate that an Insurance Company 
should put itself by the possession of 
securities into the position of having 
to manage an industrial or commer- 
cial enterprise? A.—Very undesirable, 
L should suppose. 

Q.—And it would not seem desir- 
able that those funds should be made 
use of for the purpose of developing 
speculative enterprises, you would 
not agree to that? A.—Oh no, not 
for the purpose of developing them, 
certainly. 

Q.—I am speaking of it now in 
the sense in which you used the word 
underwriting a little while ago? A. 
—I speak of underwriting where it is 
a new enterprise, an untried enter- 
prise; you might issue bonds. or 
securities of a well-tried enterprise, 
and you might underwrite those 
bonds, you might underwrite a Do- 
minion Government bond. 

Q.—My attention has been salled 
by Mr. Hellmuth to the words of this 
section; the provision of the section is 
that “such valuation shall as to poil- 
cies issued prior to the said date, etc., 
(reads down to the words ‘‘33 per cent. 
per annum’’). Does that modify at all 
in your view the opinion you express- 
ed to me a little while ago cs to 
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aggregating reserve? A.—Not in the 
shightest. 

Q.—Why? A.—There is nothing in 
that in conflict with the opinion I 
expressed. 

Q.—The provision seems to be speci- 
fic? A.—I do not recognize any con- 
flict in the provisions of the Statute 
and the opinion which I expressed. 

Q.—The provision seems to be 
specific that the reserve shall be com- 
puted in respect of certain old poli- 
cies at a certain rate at a certain 
date? <A.—That is the Government 
reserve, that is not our reserve; we 
are not obliged to value on the Hm. 
table. We can adopt any table we 
choose. 

Q.—You mean for the reserve which 
you establish as between’ yourselves 
and shareholders? A.—Quite so, we 
can adopt any table and any basis of 
valuation we may see fit as between 
ourselves and, not our shareholders 
but our policyholders, but the Govern- 
ment has indicated that as the Gov- 
ernment standard of solvency. Many 
of the American Companies do not use 
the table the Government require 
and if you are doing business in a 
half a dozen different countries you 
cannot conform with all their tables 
in the operation of your Company. 

Q.—What gifts or subscriptions has 
the Confederation Life- made to ob- 
jects which were outside _ strictly 
speaking Insurance objects? <A.—I 
do not know that they made any. 

Q.—We find among your answers 
something about the National Sani- 
tariumr ) A.-—Yes © sir. 

Q.—What was that? A.—That was 
a contribution to the Sanitarium at 
Gravenhurst. 

Q.—That was how much? A.— 
$500 a year I think for three years. 

Q.—We have another which is 
spoken of as a contribution or sub- 
scription to the Rifle Range? A.—I 
am not responsible; I do not disclaim 
responsibility. 

Q.—One of the subscriptions may 
conduce to life and the other may 
conduce to death. A.—They both 
aed tend to the conservation of 
ife. 

Q.—What were the circumstances 
of the subscription to the Rifle 
Range? A,—There was a letter re- 
ceived from some officer of the Asso- 
ciation appealing for a grant for that 
patriotic purpose, and it was consid- 
ered by the Board, and approved. I 
think as a matter of fact when it was 
first considered® I happened to _ be 
away, and I think the matter was re- 
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ferred to me for an explanation as to 
what the objects were. 

Q.—And the Board decided to give 
how much? A.—$100 a year. 

Q.—For how long? A.—There was 
no time fixed. 

Q.—How long has it been paid? 
A.—I think it is four years. 

Q.—Are those the only matters in 
respect of which the funds of the As- 
sociation have been devoted to objects 
which could not strictly be called In- 
surance or investment of Insurance 
funds? A.—So far as I know. 


Q.—You do not know of any other? 
A.—No. 

Q.—Then there is one other subject 
I want to ask you just a question 
about; do you call upon those who give 
you mortgages as security for your 
funds lent to them, to insure their 
‘lives with you? A.—No, we offer them 
that form of investment, at least in 
borrowing money on mortgages we offer 
that system of taking, if they so de- 
sire, a policy of life insurance, which 
we hold as collateral to the mortgage, 
but we impose no obligation; a man is 
quite free to take a form or make the 
mortgage without life insurance at all. 


Q.—Is there any substantial volume 
of that sort of investment on foot? A. 
—TI think there is a considerable vol- 
ume of it on the books of the Gom- 
pany. 

Q.—Could you give me an estimate 
of how much? A.—TI could not. 


Q.—Will the taking of a life insur- 
ance policy ever turn the scale in favor 
of the investment; will you lend more 
readily upon a piece of land on mort- 
gage if the borrower insures his life? 
A.—I do not think that that is done. 
I am not charged with the responsibil- 
ity of the investment, and I cannot 
just say what will enter into the mind 
of those considering it, that is the 
manager and the Finance Committee, 
but I should say no, the investment is 
considered upon its merits 


Q.—Apart altogether from any ques- 
tion of life insurance? A.—Yes, apart 
altogether from any question of the 
insurance; if we did not think the 
mortgage in itself was good we cer- 
tainly would not take it because there 
was a policy of life insurance with it. 

MR. SHEPLEY: My learned friend 
Mr. Nesbitt hands me a memorandum 
of certain.authorities, all of them Eng- 
lish, which he has collected upon the 
subject of the propriety of gifts like 
these gifts to the Sanitarium, and I 
have said to my learned friend that I 
will put that before the Commission- 
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ers, so that the authorities may be con- 
sidered. 

(Memorandum of authorities referred 
to filed as Exhibit 170.) 

170. Q.—Have you ever considered, 
and are you able to express, an opin- 
ion as to the desirability of a practise 
like this in respect of. participating 
policies, assuming that they are only 
distributable in periods of five years, 
or supposing they are upon the de- 
ferred dividend method—do you _ see 
any objection to the profits apportion- 
able to every policy being as you really 
do deal with them now as a matter of 
book-keeping, ascertained every year— 
do you see any objection to that being 
required to be done? A.—No, I do 
not. 

Q.—How would you view a provision 
requiring each Company each year 
upon making that allocation to notify 
the policy holder of it? A.—I would 
not regard that with favor. 

Q.—Why not? A.—TI think it would 
entail a large amount of clerical labor 
upon the Companies, a large amount of 
expense, and would not answer any 
really good purpose. Where the divi- 
dends are set apart, as we do, on our 
accumulation policies we can inform a 
policyholder as to the standing of his 
policy now under the present system 
at any time, approximately, as to what 
his dividend is, and we would have no 
objections to agreeing to do that, leay- 
ing it an entirely voluntary act. 

Q.—If a statement were furnished to 
the policyholder from year to year, par- 
ticularly in the earlier years, when the 
accumulations would be small, there 
would be some dispute on his part, he 
would have mistaken notions as to what 
the surplus would likely result in, and 
I think it would be a very large ex- 
pense and result in a large amount of 
business passing off the books; I think 
it would increase the lapse rate. 

Q.—You are aware what the result of 
the labors of the Committee in the 
State of New York have been; one of 
the results has been to compel annual 
distribution? A.—I am aware of that. 

Q.—That would be in your opinion 
a matter of disadvantage to the Com- 
pany, in the view you have just told 
me? A.—TI certainly would consider it. 
I consider it unwise legislation to com- 
pel annual dividends. The experience 
of annual dividend Companies have not 
been uniformly satisfactory, I know as 
a matter of fact it has not; I know of 
one Company at least which adopted 
the deferred dividend system entirely 
owing to the dissatisfaction which ex- 
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isted with their annual] dividend results 
some years ago. 

Q.—Did they avoid discontent 
among their policyholders? A.—I 
don’t know whether they did. We do 
not admit there is disappointment with 
deferred dividends, but there is disap- 


‘pointment with five year dividend poli- 


cies just as much as-ever there could 
be with deferred dividend policies. 
There is disappointment with annual 
dividend policies. The conditions 
which have obtained during the last 
ten or fifteen years which unfavorably 
resulted in the reduced dividends, 
meant a disappointment to the policy- 
holders whether he was on the annual 
or the deferred dividend system, and 
where that disappointment comes not 
once in five years or once in ten, fif- 
teen or twenty years, but where it 
comes perhaps every year, or twice or 
three times within a series of four or 
five years with disappointment and ir- 
ritation I think it is likely to be 
greater and more detrimental to the 
business and to the policyholder’s in- 
terest. 

Q.—May we not assume that the 
disappointment at the end of one year 
will be multiplied by fifteen at the 
end of 15 years if you keep it until 
then? A.—Oh, well, but the other 
is much more ‘worrying on the con- 
stitution extending over a period of 
15 years. 

Q.—No, if the man is dissatisfied he 


-may leave one company and go tIato 


another or discontinue altogether? A. 
—He cannot do that without loss to 
himself, a man who is assured in a 
company for a number of years. 


Q.—But in the one case the man 
knows at the end of the year whether 
he is pleased or not, in the other he 
waits until the end of 15 years and 
pays out his money before he finds out 
that he is dissatisfied? A.—Not at 
all He cannot find out at the end of 
one year. Any man who is going to 
come to the conclusion at the end of 
one year is a very unwise man and he 
cannot leave at the end of one year 
and take out another policy to his 
advantage. 

Q.—I quite appreciate that, but if 
a man embarks on the scheme of in- 
surance with exaggerated ideas of the 
profits he is to get, is it not as well 
if his mind is to be disabused at all, 
that it should be as early as possible? 
A.—Unfortunately it is not disabused 
under the annual policy as early as 
possible. He may go on for 10 or 
15 years. He may have irritations in 
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the meantime or may find another 
irritation at the end of 15 or 20 years 
under his annual dividend policy. 

Q.—You said he would’ probably drop 
his policy in the earlier years, that is 
what I was following up. Upon the 
whole is it not just as well that the 
man should ascertain the position he 
actually occupies just as every mer- 
chant does by way of stocktaking 
every year in respect of the profit on 
his policy? A.—He does not ascertain 
his. position necessarily at the end of 
every year. He cannot tell what his 
experience is going to be. 

Q.—He can tell what his experience | 
has been if he is told by the company 
what his policy is worth to him for 
that particular year? A.—Well, if a 
man wants the annual dividend policy, 
I would have no objection to giving 
it. We have no annual dividend poli- 
cy but we have no objection to writing 
a man a five year dividend policy. We 
have never issued an annual dividend 
policy, but we have considered it. We 
would just as soon write a 5 year as 
a 20 year policy if a man wants it, 
although I believe myself there would 
be less cause for dissatisfaction under 
the deferred dividend as under the 
other, or just as little, but that is a 
matter of absolute indifference to the 
company. 

Q.—It is not an indifferent matter 
to you, I take it, as to whether or not 
you should issue annual dividend poli- 
cies. That you do not want to do? 
A.—We do not want to do it because 
we do not believe that the experience 
with annual dividend policies would 
prove satisfactory. 


Q.—I dare say not, but neither does 
the experience with deferred dividend 
policies prove satisfactory? A.--We 
believe it would be more unsatisfactory 
and we believe that the 5 year divi- 
dend policy will answer all practical 
requirements so far as the distribu- 
tion of dividends are concerned. I 
may say, we have considered annual 
dividend policies and always came to 
a negative decision on the subject. 
If we thought a large volume of busi- 
ness could be written under annual 
dividend policies and they would prove 
attractive, we would be only too glad 
to adopt them, despite any extra 
clerical labor that they might involve. 

MR. LANGMUIR: What objection 
would there be to an interim annual 
dividend and a final quinquennial divi- 
dend? A.—We had that system in 
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operation in the earlier years of the 
company and we abandoned it. It 
was complicated and cumbersome and 
then when a man had drawn a part 
of his dividends during the currency 
of a quinquennium and came to the 
end of the five years and found that 
a very small sum was coming to him, 
it was sometimes represented that that 
was the dividend that that man got 
for five years, and that placed the com- 
pany in an unfavorable light, besides 
the man himself remaining under a 
misapprehension and being dissatisfied. 


Q.—Would not an interim dividend 
in that way reduce the amount of 
funds you had and take it out of your 
hands? A.—Of course it would re- 
duce them to the extent of your out-go 
for dividends in that way, but that 
would not be a consideration so far 
as the company is concerned. 


MR. SHEPLEY: Your dividends 
where they are taken at quinquennial 
periods are not usually taken in the 
shape of cash, are they? A.—TI think 
perhaps latterly a good many of them 
are. They are sometimes taken by 
bonus addition. Many of them by 
reduction of premiums extending over 
the ensuing five years. 

Q.—Supposing you were to keep 
from year to year an account in your 
books with each policy so that if a 
policyholder came to you and said, 
now what is the condition of affairs 
with regard to my policy, you could 
tell himP A.—We can do that now. 
We are doing it to-day, after five 
years. We keep no account until 
after five years. 

Q.—After that? A.— We have an 
account. 

Q.—But only from five years to five 
years? A.—Well, we can approxi- 
mate. I have all the factors for the 
computation of the interim years. 


Q.—Would it be feasible to keep an 
account with each policy in that way? 
A.—Quite feasible. It entails some 
labor, but we practically do it now, 
except in this way, that we only make 
the balance every five years, but sup- 
pose you came in at the end of the 
seventh or eighth year, I know all the 
factors which go to make up the divi- 
dends for thoserintervening years and 
I can make that computation and 
give that man the result under his 

policy. 

Q.—Then has anybody as a matter 
of fact ever come and asked you for 
that? A.—It has been asked for. 
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Q.—And did you give it to him? 
A.—We gave it to him. In some 
instances, we have given it to him. 
Some years ago we did not give it 
because we had not our books in the 
form which we now have, to give those 
figures, but for the last few years I 
have brought the books into such 
shape that I am pretty well able to 
give it. They are not quite complete. 

Q.—You do not in any case refuse 
to give it? A.—I do not know,, 1 
cannot say myself. I do not answer 
those letters, but the instructions are 
generally to give the information 
where Wwe can give it. We may have 
refused it for reasons; I do not know; 
but we have given it. 

Q.—Do you know of any in- 
stance of insurance companies who 
dows what. “Le putipctos Vous enres, 
that is send a_ statement each 
year to the policyholder showing how 
his policy stands? A.—I think some 
of the American companies do that, 
I am not aware of any in Canada. 

Q.—I am told the North Western 
Mutual and the Pennsylvania. aA.— 
Yes. 

Q.—They are strong companies? A. 
—They are indeed. . 

Q.—And they are not apparently 
vetting any weaker by reason of do- 
ing that. A.—No, probably not. 
°Q.—Do you know of any important 
insurance convention or conference 
which has taken up that idea and 
approved of it, recommended it? A. 
—No, I cannot say that I know of 
any convention. I may have read 
the proceedings of some convention 
where that was recommended, but I 
cannot for the moment recall it. 


Q.—I am told it was recommended 
by the conference of Governors and 
Commissioners of Insurance at Chica- 
go? A.—Recently? 

Q.—Yes. A.—I don’t remember it. 

Q.—-Is that a representative body? 
A.—Well, they are Insurance Com- 
missioners; they are not all men 
skilled in the business of life insur- 
ance, and I do not know that they. 
are the most competent authorities. 
Many of them are good men and 
many of them again are_ absolutely 
unqualified to pass an opinion. 


Q.—Do not the qualified men _ in 
that body, as in every other’ body, 
really carry the sense of the conven- 
tion with them as a matter of prac- 
tice? A.—Perhaps as a general rule 
they may, but not always. 

Q.—Do you know of any European 
country where that is the law? A.— 
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No, unless it is in Germany. I am 
not sure though. 


Q.—I am told that that is so now 
in the Republic of France. <A.—I 
think I have heard that one of those, 
either France or Germany, I was not 
sure which. I had heard that some- 
thing of that kind was required and 
I know that German laws are very 
stringent. I do not know whether 
they permit deferred dividend poli- 
cles in Germany. 


Q.—Would it in your view be de- 
sirable that there should be a spur 
upon the insurance company to be 
economical in respect of its affairs 
when it has revealed the position of 
affairs to its policyholders? A.—Yes, 
no doubt it would be. If we can put 
a spur on them to be more economical 
it would be no doubt desirable. 

Q.—Then this is your’ form of 
loan agreement when you loan upon 
policies? A.—Yes. 

Q.—I see the third provision is that 
on default of payment of any inter- 
est or of any premium on the policy 
the whole of the said principal money 
shall at the option of the association 
become due and payable. Would it 
not be possible to pay this instalment 
of interest so as to keep the principal 
from becoming due, assuming that 
the surrender value would warrant 
it? A.—We do that. If we cannot 
collect the interest. We use every 
endeavour to collect the interest and 
press as hard as we can and if we 
fail then we adopt that as a last 
resort 

Q.—You do not accelerate the prin- 
cipal if you have got enough in hand 
to prevent it? A.—It is added to the 
principal of the loan, most certainly. 
I presume that was your question. 

Q.—I mean you do not call in the 
principal? \ANo. That “is! *a: .re- 
gulation in that loan agreement that 
I doubt if we ever exercised more 
than once or twice. I think I do 
remember an instance a good many 
years ago where we had trouble with 
a policyholder who defied us on a 
certain matter, in which I think it 
was exercised. I cannot remember 
another case. 

Q.—It enables you to accelerate the 
principal by reason of default of pav- 
ment of interest merely. A.—We do 
not do that so long as there is value 
in the policy. 

Q.—You have, however, reserved to 
vourselves the power to do it. A.— 
Yes. 

Q.—Then in the 8th paragraph of 
the agreement you say that at the ma- 
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turity of the policy or upon the sur- 
render thereof the association shall re- 
ceive credit on the final settlement of 
the policy for the full amount of the 
principal and interest and it agrees 
with the assignor, that is the policy- 
holder, that such surrender of the pol- 
icy as set forth in Clause 5 of this 
agreement shall not bar the right of 
the assignor to the surrender value if 
any, or to revive the policy under the 
conditions thereof and under the rules 
of the association, if the assignor apply 
for such surrender or revival of said 
policy according to the terms thereof? 
A.—If you will let me see the clause 
of the agreement. 

Q.—The first sub-paragraph of para- 
graph 8, what about that? A.—That 
at the maturity of the said policy the 
association shall receive credit? 

Q.—yYes, the first sub-paragraph of 
that. It requires the policyholder to 
apply for his surrender value, to make 
an application? A.—That is at the 
maturity or on the surrender it says, 
the association agrees that such surren- 
der of the policy shall not bar the as- 
signor to the balance of any surrender 
value. 

Q.—If he comes and applies for it. 
A.—Well, of course, that is presumed 
in the previous paragraph, that he 
applies for it. 

Q.—If he does not make any applica- 
tion to you, what happens? A.—If he 
did not make an application within the 
proper time the policy would lapse, it 
would be forfeited, the equity. 

Q.—In other words you could pay 
yourselves back the loan and keep the 
balance if you were strict about itP . 
A.—Unquestionably under the terms of 
the policy and agreement we could. 


Q.—How does that work out in prac- 
tice? A.—Well, you see we do not 
lapse a policy because of non-payment 
of principal, or interest, so long as 
there is value in the policy, and under 
a premium paying policy the increase 
in the accumulations, that is the re- 
serve, carries the policy and would al- 
ways keep the principal and interest 
even if the interest were not paid, 
within the value of the policy, so that 
that condition could not apply on that 
class of policy. Under a paid-up pol- 
icy if the interest were unpaid and 
added to the principal, the whole in 
time would equal the value of the pol- 
icy and we would have to exercise our 
rights and lapse that policy for non- 
payment of principal and interest. 

Q.—Then take paragraph 5, on de- 
fault of payment of interest the policy 
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shall forthwith at the discretion and 
option of the said Association become 
surrendered to the Association. It is 
notwithstanding that surrender that he 
can have any balance that is left of 
the surrender value if he comes and 
applies for it? A.—Within the time 
required by the policy. We are gov- 
erned then by the conditions of the pol- 
icy. 

Q.—Do you hold him to that suppos- 
ing there is a substantial surrender 
value over and above the value of the 
loan? A.—We have held them to that 
in the past, yes. 

Q.—I understand that you have sim- 
ilarly where there has been no appli- 
cation for a paid-up policy, apart alto- 
gether from any question of loan, 
where under the condition of the pol- 
icy there has been no application for a 
paid-up policy after the premium has 
been allowed to remain unpaid, I 
understand that in cases like that you 
have also enforced the contract? A. 
—Well, that bears upon the point I 
mentioned to you the other day and I 
would just like to add to what I said 
then, that if there has been any incon- 
sistency in our policy or practice in 
the last few years in that respect, it 
has been due to an oversight: In 1902 
when I brought in that recommenda- 
tion which the Committee and the 
Board finally approved of, as I inti- 
mated to you, ay away from the 
office that year a good deal on account 
of my health, which was in a very bad 
condition for some months. In addi- 
tion to that I had a very large amount 
of labour imposed upon me in connec- 
tion with the preparation of tables and 
so forth for use in our foreign fields, 
and through some oversight I was not 
seized of the fact that the Board had 
approved of my recommendation. I 
had a misapprehension as to what was 
done until a comparatively short time 
ago and that is the reason that that 
matter has not been properly dealt 
with and dealt with as was intended 
and as it will be dealt with in the very 
near future. If there has been any 
inconsistency in our action in the past 
—that is we have granted paid-up poli- 
cies recently in a few cases under that 
provision while we may have refused 
them in a few others, it was due en- 
tirely to those circumstances which I 
have mentioned. 

Q.—Have you put yourself into com- 
munication with those whom you did 
refuse? A.—As I stated, we have done 
nothing. We probably could not locate 
those whom we have refused. We may 
know a few of them. We have done 
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nothing in the matter. We propose to 
deal with the whole subject immedi- 
ately. It was a pure oversight that 
occurred in the way I have mentioned, 
due to my absence from the office or 
through press of work. I certainly 
either did not know of it or carried 
away a misapprehension of what the 
ruling of the Committee was until 
quite recently, when I happened to be 
turning up the records, and found that 
the Committee had approved of my 
recommendation. I always was in favor 
of automatic paid up insurance. 


Q.—And are you endeavouring so 
far as yon can to remedy the cases in 
which applications have been made 
which you have refused? A.—We have 
done practically nothing, because of 
the press of business in the last few 
months, since the matter came under 
my observation, but I can assure you 
that within the very near future we 
will remedy any cases that we have 
refused which may come to our know- 
ledge and we will cover a good many 
that have not applied and who are 
entitled to it, anyway since 1902. The 
matter will be fully dealt with. The 
recommendation was made of course 
in good faith and similarly approved 
and if had not intended to have acted 
upon it it would never have been 
granted, never have been approved. 
The action has been a matter of re- 
gret to me since I discovered it. It 
is one of those oversights that will 
occur in the conduct of business. 


Q.—I suppose your recommendation 
upon the subject made in 1902 and 
the minute of approval, are on record ? 
A.—They are, yes. 


Q.—And you can, perhaps, let us 
have a copy of that? A:—I can. 
aoe Agreement filed as Exhibit 
171). 


MR. KENT: I would like to. ask 
Colonel Macdonald for his opinion as 
to Government insurance, whether the 
Government could not carry on the 
life insurance business to greater ad- 
vantage than private companies A.— 
I do not think the Government could. 
I do not see how it is possible for the 
Canadian Government to carry on the 
business of life insurance more ad- 
vantageously than can be done by the 
companies. I do not think it could 
carry it on by any means as advan- 
tageously as is done by the companies. 
The only case of Gevernment Insur- 
ance that I know of that would cor- 
respond to what is suggested is that 
of the New Zealand Govertiment In- 
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surance Department. It is carried on 
as a regular life insurance company. 
They have their managerial staff, their 
staff of agents, their head office, their 
branch offices and all the parapher- 
nalia the same ag a regularly estab- 
lished company. Alongside that. is 
conducted the business of the Aus- 
tralian Mutual. It is a much larger 
company, more economically conduct- 
ed and with better results to its pol- 
icyholders than the Government In- 
surance Department of New Zealand. 
I know that my general statement is 
correct and I could have had the figures 
comparatively prepared; I think I 
have sufficient material to give some 
data on that question if so desired. 
But I do not believe that under the 
conditions which obtain in Canada 
that the business of life insurance 
could be carried on at all successfully 
by the Canadian Government. The 
Government to open an_ insurance 
bureau and solicit insurance without 
the intervention of agents and with- 


put the attempt to secure business on > 


the same plan practically as secured 
by regular companies, would be an 
absolute failure and I do not see how 
a Government Commission could se- 
cure business in competition with 
companies on any more favorable 
terms and that so fas as expense and 
economy of management are concern- 
ed and invest their funds more pro- 
fitably, more safely, to yield a better 
return to their policyholders than is 
done by a well established, well con- 
ducted life insurance company. 


Q:—I certainly fail to see why it 
should be more or even as expensive. 
The Government would certainly: not 
require an army of canvassers. A.— 
They would do no business then. 


Q.—It seems to me that all insur- 
ance men start out with the conclu- 
sion that a man must be insured and 
that any means that ean be adopted 
to compel him to insure his life are 
reasonable and justifiable. The same 
reasoning might be held by a tailor ; 
he might say every man is bound to 
have two suits of clothes a year and 
if he does not come to my store and 
buy them I am justified in sending 
someone to compel him to come. I 
“see no greater reason why a man 
should be compelled to carry a life in- 
surance policy than to do any other 
good action to support life. The rea- 
son given for the increase of expenses 
is generally laid to the door of the 
canvasser; he must get the risk coute 
qui coute, no matter what the cost, 
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he must get the risk. A man who is 
able to pay the premium and is not 
insured is a target for all the insur- 
ance canvassers who know him. They 
think it is justifiable and are pre- 
pared to go to any expense. Rebates 
have grown out of that practice. I 
myself have been a_ subject often 
enough to know all about it. Induce- 
ments have been ‘offered to take a 
policy in this or that company simply 
to enable the canvasser to get ahead 
of- his neighbors, and the increase in 
expense has grown from this practice. 
There is not insurance business enough 
to go round and that is why we see 
the stockholders in some companies 
waiting 10 years before they see a 
sign of a dividend. It must be that 
they have an anticipation of a good 
time coming. It is not unknown to 
anyone acquainted with the insurance 
business that there are agents who lay 
themselves out to get say two risks a 
year. The commission on those two 
risks is sufficient to pay them for their 
exertions for the 12 months. In such 
cases as those it is quite clear that the 
rate of commission must be excessive. 
Insurance companies have acknow- 
ledged that they are helpless in the 
way of reducing expenses. Expenses 
have increased not only amongst the 
agents but in the office management. 
They are increasing all around. The 
loss is taken from the participating 
policyholders. We do not hear of any 
possible loss to the stockholder nor to. 
any other party. It is always the 
participating policyholder who is call- 
ed upon to bear the brunt of the loss. 
I am very glad to hear the opinion that 
you have expressed, because I myself 
am far from being an authority in 
insurance matters; but it certainly 
seems to me that the Government of 
Canada was in a better position to do 
an insurance’ business than any com- 
pany existing or than all of the com- 
panies combined. I consider that it 
is only part of the duty of the Com- 
mission to find out whether such a 
state of things is practicable, feasible 
or desirable, and that is the reason for 
my question. A.—Mr. Kent, I must 
most respectfully dissent from one 
portion of your remarks where you 1n- 
timated that the aim and object of 
life insurance men—I presume you 1n- 
tended both the management of the 
companies and the agents—to attempt 
to place insurance— 

Q.—In that I was thinking solely 
of the canvasser. A.—I must respect- 
fully dissent from that. I do _ not 
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deny there may be good agents and 
bad ones, but I do not admit and I 
must respectfully disseet on behalf of 
the agency staff of my own company 
and of all the other companies in 
Canada, from that remark. Agents 
are zealous, energetic and put forth 
their best efforts, in the large major- 
ity of instances, honesty and_intelli- 
gently, as it is their business to do, 
to induce people to insure. There 
may be cases where they overstep the 
mark, but that is not the rule, that is 
the exception, and I certainly must 
therefore on behalf of the agency 
staff, so far as that remark applies, 
respectfully dissent. We do not deny 
that the expense rate is high. We do 
not deny that there are certain evils 
attached to the business. I think it 
is doubtful if you can find any large 
business with extensive ramifications 
in which some pernicious growth or 
evil does not obtain and life insur- 
ance, unfortunately, has not been 
entirely free. That I am prepared to 
frankly admit, but I am not at all 
clear that the evils have not been to 
a very considerable extent magnified. 
I would simply, so far as the expense 
rate is concerned, reiterate what has 
been stated here before, that it has 
been very largely the _ result 
of the unfair—in the sense 
of paying too much for the business 
—competition which was introduced 
by the three large American compan- 
ies into Canada. If those companies 
had never entered the Canadian field 
we would not be in the condition, so 
far as expenses are concerned, that 
we are in today and I feel confident 
that even under the present condition 
of things there will be a decided im- 
provement. In the United States, 
speaking to representatives of the 
smaller and more conservatively man- 
aged companies a week ago when I 
was there, they all expressed them- 
selves very favorably on that point, 
that the extravagant ideas as to large 
volume of business at any cost now 
current in those large companies, 
that the smaller companies would be 
decidedly benefittd bv it. and as thev 
said to me, some of them, you will 
also feel the benefit in Canada, and 
I have no doubt that we will, although 
once the expense rate has been set- 
tled at a high mark it is very hard 
indeed to lower it. So far as Govern- 
ment insurance is concerned, I may 
say that I do not think that any 
opposition—I am only expressing a 
personal view—I do not think any 
marked opposition would be offered hy 
life insurance companies to the estab- 
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lishment of a Government insurance 
company or bureau. I think the feel- 
ing of the life insurance companies 
would be that it would demonstrate 
the position. that they have main- 
tained in a very few years, that the 
Government could not successfully 
operate an insurance company to com- 
pete with the companies, unless it 
did as I have suggested, as the New 
Zealand Government Department has 
done, maintained a regular life insur- 
ance organization with all the acces- 


sories which pertain to the 
same. Take, for instance the 
Post Office Insurance in 


England. They have utilized 
the post office and telegraph officers as 
agents all over the country. They 
offer to insure people on very favorable 
terms; there is every facility for any 
person that wishes. He can go to any 
post office or telegraph office in Great 


‘Britain and get the necessary blanks 


and all the instructions that are neces- 
sary to enable him to place a policy on 
his life. The business that is done is 
a bagatelle. I cannot give the figures; 
I would not attempt to do so off hand; 
IT have not seen them for some vears; 
but I know that they amount to a mere 
bagatelle and any insurance company, 
whether it is a Government insurance 
company or a company in Canada, can- 
ducted on any such basis, where it is 
proposed to open an office and invite 
people to come and insure their lives 
and we will give you the advantage of 
the lowest rate of premium without the 
cost of agency expenses, would have to 
close its doors in the course of a very 
few years, if not indeed, a very few 
months, if they were wise. I have not 
in my mind the very slightest hesita- 
tion on that point. While I do not 
justify the high expense rate, we must 
bear in mind that while the end does 
not justify the means, yet by reason 
of these great efforts that have been 


‘put forth by the management of the 


companies and by the agents, and 
though high expense rates, perhaps too 
high, have resulted, thousands of peo- 
ple have been insured in Canada upon 
whose lives there never would have 
been a dollar of life insurance if it had 
not been for those means that were 
used. People will not insure’ their 
lives voluntarily. They will not go and 
place a policy on their own lives for 
the benefit of their wife and children 
as they will go and insure their own 
household goods. You have got to go 
out, as it was said by one of our direct- 
ors at our last annual meeting, and 
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club them to insure their lives. It can 
only be done by the means that have 
been used in the past. I feel satisfied 
that no other means will prevail. 


(At 4.45 adjourned to 10.30 a.m. on 
Wednesday, 30th May.) 


THIRTY-SECOND DAY. 
MORNING SESSION. 


Toronto, 
Wednesday, May 30th, 1906. 


Examination of W. C. MACDON- 
ALD continued: 

MR. SHEPLEY: Q.—You were go- 
ing to verify a memorandum about the 
not-taken business and the lapse busi- 
ness? A.—I gave it to my clerk and 
it has not been verified yet, and there 
are those other statements you asked 
for which will be handed you later. I 
did not understand you wanted to put 
them in first thing this morning. 

Q.—I have to ask you a question or 
two this morning about a particular in- 
stance: this is a policy of the Con- 
federation Life, and you observe it in- 
sures the life of Annie Eliza Maycock, 
the premium is $53.50 a year, payable 
for 15 years? A.—Yer 

Q.—There is to be that premium 
paid annually for 15 years? A.—Yes. 

Q.—Upon the ending of the period 
what happens according to the face of 
the policy? A.—The insured is en- 
titled to receive the value of the policy 
in instalments as an annuity certain 
extending over a term of years, ten 
or twenty years. 

Q.—$50 a year for 20 years? 
Yes. 

Q.—That was the right of the in- 
sured if the insured kept the premiums 
up for 15 years? A.—Yes. 

Q.—And if the insured died during 
the 15 years, what then? A.—The face 
value of the policy was payable. 

Q.—That would be $1,000 would be 
payable upon death occuring within 
the 15 years? A.—Yes. 

Q.—But at the end of the 15 years 
there was no $1,000 payable, but $50 
a year for 20 years? A.—Yes, I think 
that is in accordance with the terms of 
the contract. 

Q.—You will observe that on the 
back of the policy is printed, ‘‘Sum as- 
sured,’’ and the figures filled in $1,000? 
Ae Y 6s, sir. Q 

Q.—Would you think that now an ac- 
curate statement of the purport of the 
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policy ? A.—Yes, because we gave them 
$1,000 insurance, we promised to pay 
them $1,000 in the event of death; it 
was an assurance for $1,000 even if 
there was not one dollar payable to her 
if she survived the term. 


Q.—You would not think that likely 
to mislead, or would you? A.—It 
might; it was not intended to misleac 
and of course I cannot say whether it 


did or did not. 


Q.—It is not so plain that a way 
faring man might not make a mistake 
in it? A.—He might rest under a mis 
apprehension if he did not read tha 
policy. 

Q —He might think he was entitled 
to $1,000, and it is a profit-bearing 
policy? A.—Yes, he might think that, 
I do not deny, but I think if the con. 
tract is read it is sufficiently clear tc 
indicate to him that such is not the 
terms of the contract 


Q.—Yes, if he reads it and under- 
stands it the contract is plain upon the 
face of it, no doubt? A.—yYes. 


Q.—This is the notice which was 
sent by the company upon the policy 
maturing? A.—That is another pol 
icy. 

Q.—No, the lady married in the 
meantime; this is a different name, bw 
the same policy. This notice is ad 
dressed to her at Winnipeg, 5th June 
1905, and she is informed that the ac- 
cumulation period under the above pol- 
icy ends on the 10th July next. ‘‘We 
beg to advise you of the following bene- 
fits or modes of settlement, any one of 
which you may select subject to the 
policy being then in force, and to the 
proviso herein stated: subject to the 
due surrender and delivery of the pol- 
icy to the Association to receive its en- 
tire value either in cash, $828.39; 
second, paid-up policy payable at death 
without participation in profits for 
$1,332; or third, a life annuity of 
$70.08.’’ There are certain restrictions 
upon taking the paid-up policy, there 
must be satisfactory medical evidence 
of insurability furnished? A.—The 
usual rule in such cases. Or, ‘‘The 
policy may be exchanged for an annu- 
ity bond guaranteeing payment of $50 
yearly in advance for 20 years, and 
the accumulated dividend applied 
either first, in cash $148.38, or, in the 
purchase of an additional annuity for 
20 years, $10.50.’ ‘‘You are request- 
ed to complete form attached hereto 
entitled ‘Benefit selection,’ signifying 
which benefit or mode of settlement 
you desire to select and return it with- 
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out delay.’? I observe that you do not 
put as flowing naturally from the con- 
tract, the annuity, you put it by way 
of cption? A.—Well, I think you will 
find that that follows the options on 
the back of the contract. We endeavor 
to make all our policies in that way, 
though in policies issued some years 
ago perhaps that was not the case, but 
the options in the policy I think will 
altogether correspond with the options 
in the slip. 

Q.—I am not at all saying they do 
not in a sense correspond, but the first 
preposal here is in the policy that ‘‘At 
the completion of its accumulated divi- 
dend period, should this policy not 
have been previously terminated or 
commuted for a paid-up policy, the in- 
sured will be entitled to select any one 
of the following benefits or options, 
provided that if the third, fourth, or 
fifth benefit is selected the policy shall 
be legally surrendered to the Associa- 
tion, and also in the fifth benefit that 
a certificate of good health satisfactory 
to the Association shall be first fur- 
nished. First: To withdraw in cash 
the accumulated surplus and receive 
in addition thereto an annuity certain 
for 20 years of $50. Second: To apply 
the accumulated surplus in the pur- 
chase of an additional annuity certain 
for 20 years—the annuity of $50 is put 
as the first? A.—You mean the order 
of the options in the policy does not 
correspond with the order of the op- 
tions in the dividend slip? 

Q.—Yes? A.—That is quite possible. 
In later years subsequent to the is- 
sue of that policy our forms of policy 
in regard to the options were amended 
slightly. These slips were prepared, 
of course, only a few years ago when 
these policies commenced to fall in 
and they were prepared to conform 
as nearly as possible to the majority 
of the policies, we could not have a 
slip printed to cover just each case. 


Q.—Is this a somewhat unusual 
policy? A.—Yes, I think perhaps it 
is. 

Q.—Did your company issue many 
of them? A.—We only issued it for 
two or three years. 

Q.—And would there be a ‘large 
number of them or only a very small 
number? A.—Not a very large num- 
ber of them, I could not say how 
many. 

Q.—Could you say within a hun- 
dred or two? A.—We commenced to 
issue them in December of 1889 and 
we issued them through 1890 and 1891, 
perhaps a couple of hundred each year, 
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it might be more. It might be 300, 
but I could not say without looking 
up the records. 

Q.—Have you been made aware that 
the insured under this policy protests 
that she has always supposed this to 
be a policy which insured her at the 
end of the period $1,000 with the 
accumulated surplus? A.—I did not 
know anything at all about the matter 
until two or three days ago, Friday 
or Saturday, when the inquiry was 
made from yourself, and up to that 
time I had no personal knowledge of 
the matter. I may have heard the 
case mentioned in the office, but the 
correspondence which was furnished 
was not conducted by me, though in 
my name. 


Q.—You have now become aware 
that the insured says the Winnipeg 
agent assured her that she would be 
entitled to $1,332, which is the amount 
of paid-up policy she could get on 
giving evidence of health at the end 
of the 15 year period? A.—I did not 
know that; I have not had time to 
read the correspondence between our 
office and the insured, nor have I seen 
the letter—I have not had an oppor- 
tunity of reading her letter of com- 
plaint. Mr. Dawson mentioned to me 
the other day that she claimed that 
representations were made to her that 
she would be entitled to that sum, but 
I understood it ,from him that was 
not the estimated paid-up cash value 
she would be entitled to— 

Q.—The paid-up policy value? A. 
—I did not understand him then. 

Q.—I will read you a clause from the 
letter which has been sent to me: 
‘Last July an endowment policy’’— 
he calls it endowment policy—‘‘an en- 
dowment policy of my wife’s came due 
(15 years for $1,000 with prafits). She 
was assured over and over again by 
Mr. Worsley, their agent at Winni- 
peg, (when it was taken out) as it 
was coming due that on the proper 
date in July she would receive $1,332 ; 
whereas when it came due the head 
office in Toronto insisted on her tak- 
ing a cash settlement $828.59 or a life 
annuity of $70.08’? A.—Those re- 
presentations were made to her by 
Mr. Worsley? 

MR. NESBITT: I was just going 
to draw your attention to some ob- 
servations that have been made on 
similar matters before Commissions. 
This is the language used by Lord 
Somerset in a somewhat kindred mat- 
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ter: ‘This Commission is not named 
to adjudicate upon a case brought be- 
fort it, but to inquire into some al- 
leged evils and to suggest such reme- 
dies as may appear advisable. No 
one will, I believe, have any Just 
ground of complaint that he has been 
unjustly treated by the Commission. 
The publication of the evidence as 
taken from day to day would be most 
urfair, as many statements are made 
to whick no reply would appear until 
after ax interval of many days. If 
the room were open to the public it 
would be necessary previously to know 
what a witness intended to say in or- 
der that the parties affected by the 
evidence might be summoned to hear 
and reply. Our object is to ascertain 
what remedy can be applied by law 
and to existing evils. Incidentally the 
evidence may affect some persons, and 
it will be our duty to take care that 
they shall have an vpportunity of 
vindicating their character.’’ ‘‘They 
ought not, as I understand it accord- 
ing to the ordinary rules by which 
justice should be administered to blast 
a man’s reputation forever, perhaps 
to ruin his prospects for life, without 
giving him an opportunity of either 
defending his conduct or palliating 
his conduct.’’ This statement I 
have no doubt is from a_ reput- 
able gentleman writing to Mr. Shep- 
ley, but are you to inquire into 
the character of all the agents? ‘Phere 
are two sides to every story, and I 
have no doubt this agent probably has 
his story. It is most unfair to him 
to ask Mr. Macdonald, I suggest to 
Mr. Shepley, about statements read 
from atletter written by a person who 
gets it from hearsay again from a 
woman, and to have that go,upon the 
record as being the conduct and state- 
ment of an agent which cannot pos- 
sibly be of any public interest, or of 
value to this Commission for what it 
is intended to inquire into, and might 
work irreparable harm to this agent. 
The company cannot be concerned in 
the matter unless it is brought before 
it in some way of an attack to make 
' them responsible for the act of an 
agent. It is not suggested, as I under- 
stand by my learned friend Mr. Shep- 
ley, that the policy itself is not per- 
fectly plain upon its face. I do sug- 
gest that whether there is much or 
little of this that it is certainly not 
within the purview of the Commis- 
sion, and is most unfair, is absolutely 
against all the principles of natural 
justice so far as this third party is 
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concerned, who cannot be here to meet 
an attack upon him in the dark as it 
were, and without any possible oppor- 
tunity of vindicating himself. 

MR. SHEPLEY: My learned friend 
has mis-conceived the purpose for 
which these questions are being asked. 
If it is proper for me to say so,- I 
quite agree with the general principle 
which my learned friend has submit- 
ted, that this Commission is sitting not 
for the purpose of trying individual 
holders, but for the purpose of ascer- 
taining whether there are abuses or 
possible abuses in the present system 
for which a remedy may be found. 
The object with which I am bringing 
this before the Commission is this: 
This is a policy which upon the face 
of it is no doubt, to a person who 
reads it with care, a perfectly plain 
contract, to a person who understands 
and is able to construe a contract it 
is perfectly plain; it is however, as 
I shall submit to the Commission, un- 
fortunately possible to be a vehicle 
of mis-information by reason of the 
form of the endorsement upon it. I 
do not know that it is a matter of 
very great moment, an isolated in- 
stance of this sort, as under the cir- 
cumstances Colonel Macdonald has 
stated it does not appear to be a wide- 
spread evil, but this Commission will 
find perhaps it necessary to suggest 
that there should be great care in de- 
scribing by the endorsement upon the 
policy the nature of the contract. I 
am not trying to take away the char- 
acter of the agent, I am trying to get 
from the witness the possibility of per- 
haps an agent himself being misled, 
the possibility of the form of the en- 
dorsement lending itself to a mis-con- 
ception on the part of the policyhold- 
er; it is for that general purpose, and 
for the purpose of reaching a general 
conclusion in connection with matters 
of this sort that I am asking the ques- 
tion. I put myself entirely upon the 
ruling of the Commission. 

JUDGE MacTAVISH: I think you 
are entirely right, Mr. Shepley, in 
asking the questions, as it may be- 
come very necessary for us to consider 
the matters you are eliciting before 
we make our report. 

MR. NESBITT: I am not making 
any objection on behalf of the com- 
pany, and in view of what Mr. Shep- 
ley has said his early questions were 
quite right and proper, and perhaps 
that is unavoidable by reason of the 
circumstances; but it does strike me 
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as infringing all the rules of natural 
justice if. you are to take—all of you 
have had experience enough to know 
the number of cranks that are abroad, 
and people who say afterwards they 
have been misled, this, that and the 
other way by agents, and the agent 
ought certainly to have the right to 
have his say— 

MR: SHEPLEY: My point is not 
that the agent has been doing any- 
thing wrong. 

MR. NESBITT: What has to be 
guarded against is this: already dodg- 
ers are being distributed of sworn 
evidence before the Royal Commission, 
with an emphasis on the Royal. Sup- 
posing some rival agents, to Mr. 
Worsley took that very form of que- 
tion in the extract and printed it as 
the sworn evidence; Mr. Worsley has 
not the slightest opportunity to be 
heard; if he comes here I understand 
under your ruling you would say go 


to 

JUDGE MacTAVISH: If he comes 
I think not. 

MR. NESBITT: I understand you 
won’t allow the company to be heard. 

JUDGE MacTAVISH: We will ial- 
low an agent against whom any Gore 
or suggestion of impropriety is ma 
to be heard on his own behalf. He will 
have access to the Commission in some 
way, if he considers it necessary or so 
desires. 

MR. NESBITT: And he comes from 
Vancouver at an expense of two or 
three hundred dollars. 

JUDGE MacTAVISH: That is an- 
other question. 

MR.NESBITT: I am quite content 
not to make any objection to the early 
questions. I think any reputable com- 
pany would at once modify that. Un- 
less Mr. Shepley had said somebody 
had misconceived it I should have 
thought that was absolutely clear. If 
somebody has misconceived I would 
suggest it is most unfair to these 
people and to these agents—let Mr. 
Shepley or myself put himself in the 
position of this gentleman and have 
his name dragged into it, or any one 
of you—no opportunity to be heard, 
and these little personal squabbles 
dragged in, it does seem a very hard 
case. 

MR. SHEPLEY: May I suggest 
that if the gentleman whose name has 
been mentioned, or any other person 
whose name has been mentioned will 
take the trouble to write a letter I will 
see that it is laid before the Commis- 
sion. 
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MR. NESBITT: How is that to be 
communicated? Am I to write and 
tell him? I may say I have never met 
Mr. Worsley. 

MR. SHEPLEY: I do not know 
whether you will write him or not. As 
my learned friend read from the case 
which he cited, in arriving at a result, 
which is a legitimate result for this 
Commission to alm at, it is almost in- 
evitable that somebody here and there 
shall be, ad interim at all events, left 
under a cloud; that is a necessary evil 
inherent in the conduct of a Commis- 
sion which is calculated to bring about 
a great good. The old saying is, ‘‘You 
cannot make an omelet without break- 
ing some eggs.’’ There is no desire on 
my part, I need hardly say, to involve 
the name of anybody in connection 
with the general principle. It may 
become unavoidable for the purpose of 
illustrating the principle, but beyond 
that it is not my duty to go, and I do 
not desire to go. I say now publicly, if 
a letter is sent to me upon the sub- 
ject I will see it is laid before the Com- 
mission. 

Q.—I was just pointing out to you, 
Calonel Macdonald, that the figures 
which are said to have been mentioned 
to the insured do coincide with the 
amount of the paid-up policy? A.— 
Said to have been mentioned by Mr. 
Worsley ? 


Q.—Yes? A.—When were those. 
statements supposed to be made by 
Mr. Worsley ? 


Q).+ If. tasnsaidiin,.the «letberws. ne. 
statements were made over and over 
again as it was coming due?’ A.— 
Mr. Worsley, let me say, is one of our 
reputable agents, and I am perfectly 
satisfied that Mr. Worsley never made. 
any statement that was not according 
to fact. Mr. Worsley could have no 
knowledge of the value of that policy 
until after the 5th June. The notice 
that was sent out would not be sent to 
Mr. Worsley, but would be sent to our: 
cashier at Winnipeg for direct atten- 
tion. It would be within the limits. 
of possibility that our office there 
might hand that to Mr. Worsley to de-- 
liver, hoping that he might take ad- 
vantage of the opportunity to solicit a 
new policy on the party’s life, but Mr. 
Worsley could not have had any know- 
ledge of the matter until after that slip. 
was handed to him. I do not know 
that it ever was handed to him, but I 
am quite satisfied of this that Mr. 
Worsley never representec’ to Mrs. 
Shuttleworth that the cash value of 
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that policy was $1,332; I am absolutely 
satisfied as to that. 

-~Q.—Then there is a letter addressed 
to the Manager of the Confederation 
Life here from Woodstock—the people 
seem now to live in Woodstock. I 
have not seen whether a reply was 
made to this by the company or not, 
but in this letter the statement is 
made. ‘‘The policy is for $1,000 with 
interest, which according to your own 
office reckoning a year ago left 
$838.09, deducting from that $53.50 
with interest of $14.82, accrue 78/100, 
equals $69.10, will leave $759.29. In 
discharge of this they send a cheque 
foc $149.32?” A.—I cannot under- 
stand what statement or reckoning she 
aliudes to of a year ago. 

Q.—A year before there was a loan? 
A.—Yes. 

Q.—There was a loan on the 16th 
April, 19042 A.—Have we not fur- 
nished you with the correspondence 
in that case? 

Q.—Yes, you have furnished me with 
certain correspondence, not any cor- 
respondence in connection with the 
loan itself; if you would just have that 
looked into and see whether there was 
any estimate or any loan value put 
upon the policy at that time which 
would bear out that; it does not seem 
to me it is probable at allP A.—I 
am quite sure we furnished you with 


ali the correspondence; probably we. 


did not go far enough back, in the year 
subsequent to the date of the first let- 
ter there you will have all the corres- 
pordence between our office and our 
Winnipeg office and the insured. 

Q.—That is all in connection with 
the maturing of the policy? A.—If 
there were any other letters I think 
they will be there too. 

Q.—It does not seem to me likely 
that there was a cash value or surren- 
dev value or loan value put upon the 
policy as stated here but just see, so 
that we may have it straightened up? 
A.—I will. 

—Mr. Shepley filed the policy and 
notice of the options as exhibit 172. 

MR. HELMUTH: I _ understood 
yesterday that you stated that the 
loading for all-life policies without 
profits was on a basis of 8 per cent. 
plus one dollar; was that what you 
said? A.—That was what I said. It 
occvrs to me that perhaps that is in- 
correct on account of a change in the 
non-participating rates that were made 
6 months ago; I allude to the rates 
that were adopted in 1900. That 
statement is correct relative to the 
rates of 1900. 
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Q.—That is apart from the more re- 
cent rates at all events the rate was 
8 per cent. on the net premium plus 
$1? A.—That was my statement fur- 
nished me by my clerk made up in the 
memorandum, and I have no doubt it 
is correct; I did not verify it myself. 

Q.—What was the idea of 8 per 
cent ? A.—We charged what we 
thought would be sufficient to cover ex- 
penses and small margins for profit 
or safety. 


Q.—That would be the idea? A. 
—Yes, we calculated as closely as we 
could. It is a matter of good judg- 
ment. 


‘Q.—Would it be the expenses irre- 
spective of such saving as you might 
effect upon mortality or interest, or 
weuld you allow for that? A.—We 
take into consideration the fact that 
there would be a possible saving from 
mortality when determining the prem- 
ium rates, that is particularly a non- 
participating rate, where we have to 
of course figure more closely. It does 
not matter in a participating. 


Q.—Then I would be correct in say- 
ing that when you figured on this 8 
per cent. and $1 you were also calcul- 
ating that you might make or would 
make a saving in mortality and some- 
thing in the way of gain by interest? 
A.—We take all those factors into con- 
sideration. 


Q.—So that the gross premium is 
not based on no saving in mortality 
for Hm tables or no saving of inter- 
est? A.—We take into consideration 
that there may be a saving from those 
sources, that there may be also losses 
from those sources, and I try as far as 
in the exercise of my judgment is pos- 
sible to balance the one against the 
other. It is a matter of judgment 
based upon past experience. Lt is 
not an absolutely reliable guide, though 
perhaps an approximately reliable one 
for the future. ; 

Q.—Your original premium, taking 
the same age I took in another com- 
pany, at 40 your original premium on 
all life there was $26.80? A.—Yes. 

Q.—And then that premium was ac- 
tually increased, not lessened by the 
new rates? A.—Possibly, I think 
they varied. 

Q.—That one at all events was in- 
creased to $27.05? A.—Apparently. 

Q.—Those tables were tables adopt- 
ed, the last I have shown you at the 
Managers’ Association? A.—AIl the 
Canadian Life companies adopted 
them. 
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Q.—There was a consideration, was 
there not, by the Managers’ Associa- 
tion of those rates? A.—There was 
a consideration by the representatives 
of the companies. 

Q.—And the rates are practically 
identical throughout all the compan- 
les ? A.—Throughout the majority 
of the companies, not all the compan- 
ies. 

Q.—Are there some ten companies 
who have adopted that? A.—I don’t 
know how many adopted it I could 
not say. 

Q.—Don’t you know the number of 
companies that composed that Associa- 
tion? A.—No, I don’t know the ex- 
act number; besides that, all in that 
Association did not adopt it. The 
action of the Association does not bind 
any individual company; it has got to 
be a matter of unanimity of action and 
agreement between the companies. 

Q.—But it does happen that a num- 
ber have adopted the same ratesP A. 
—Yes. 

Q —That particular premium is not 
even loaded with 8 per cent. and $1, 
if you take Hm. table at 44 per cent. ? 
A.—I think it must be loaded more 
than that, if you take that table? 

Q.—I think not? A.—Yes. 

Q.—$24.65 is the net premium for 
that amount? A.—I would not say, 
I have not the tables before me. 

Q.—yYou are down now, at what, 3 
per cent? A.—The reserve at 3 per 
cent. 

Q.—All business written after 1900 
is written on 3 per cent., is it not? 
A.—We put the reserve on the 3 per 
cent. basis. 

Q.—$24.65 is the 34° 
were speaking of the 43? 

Q.—Yes, I was wrong, but you are 
reserving at 3? A.—Yes. 

Q.—So that you do not even at 33, 
if you calculate there; you add 8 per 
cent. and $1 to the net premium, that 
would make $27.62? A.—Those rates 
were calculated on the 4 per cent. 
premiums, not the 33 per cent. 

Q.—Why? <A.—Wait a moment till 
IT think. 

Q—I am speaking of the rates 
adopted in October, 1905? A.—In the 
absence of the data I would not under- 
take to say; my memory does not serve 
me. 

Q.—You would not be computing in 
October, 1905, on a reserve of 4 per 
cent. when your business after 1900 
had to be written at 31? A.—MThe 
premiums may have been computed 
upon a different basis to that which 
we reserve. 


A.—Yes, you 
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Q.—Would not that be rather an ex- 
traordinary thing to do? A.—It is 
not uncommon. 

Q.—To compute premiums on a dif- 
ferent basis from the rate of interest 
that you are obliged by law to compute 
the reserve upon? A.—Under the 
present Dominion law which was re- 
ferred to yesterday it was pointed out 
that we were compelled to value all 
our old business after 1910 on a 4 per 
cent. basis. Now, all those old prem- 
iums were computed on a 43 per cent. 
basis; how are you going to comply 
with the requirement that you indi- 
cate? We cannot vary the premium 
that was computed many years ago. 

Q.—I am asking you the premium 
that was computed in 1905, which cer- 
tainly could not apply to business writ- 
ten before 1900; you computed a prem- 
ium in 1905? A.—We adopted a 
premium then. 

Q.—That surely would not be apply- 
ing to business that had been written 
before 1900? A.—No. 

Q.—It would be to future business? 
A.—Yes. 

Q.—If that is taken even on 33, 

which is the Government rate you will 
see you have not loaded even 8 per 
cent. for expenses and $1, you have 
only loaded 8 per cent. and 50 cents? 
A —That is on the 33} premium basis, 
that may be quite true. Where I 
may have been in error with regard 
to that—I don’t know that I did state 
those premiums were computed on 38} 
basis, but I think it is more than like- 
ly they were computed on a 4 per cent. 
basis. In the absence of the exact 
data before me I would not answer the 
question definitely. 
_ Q.—If you had taken into account 
in your premium the possible saving in 
mortality, as you have spoken of, and 
the possible gain in interest your ex- 
penses could not very well run over 
that 8 per cent. and 50 cents without 
requiring money from some other 
source to keep that policy going? A. 
—We hope they will not. 

Q.—That is to say your expenses 
should not be any more than 8 per 
cent. and 50 cents? A.—We hope 
the expenses will be made out of the 
provision we have made for them plus 
any anticipated savings from these 
other sources, and leave some small 
margin, as I mentioned a moment. 
ago, for safety. 

Q.—Have you calculated what your 
ratio of expenses to premium income 
is for the first year of the business? 
A.—No, I have not. 
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Q.—That would be a very simple 
matter, according to the statement you 
put in here the expenses on the first 
year are shown to be $222,360? A.— 
Yes. 

Q.—And your premium income, first 
year, was apparently $211,389? A.— 
Yes, but why take those figures. 

Q.—I am going to take them all, 
both first and renewal? A.—I think 
you had better confine yourself to the 
other statement. 

Q.—Why? <A.—Because that is the 
proper statement to make the com- 
parison with, that is the revenue state- 
ment; it takes in the adjustment at 
the end of the year. 

Q.—You say in this statement the 
receipts from first year premium in- 
come? A,.—Yes. 

Q.—The other statement does not 
show the first year premium income? 
A.—No, it is only the difference there. 

Q.—From that you cannot see that? 
A.—It can be obtained from our an- 
nual statement or from the Govern- 
ment Blue book, the proper income 
for the year. 

Q.—I am taking just the first year ; 
you differentiate between the first and 
the renewal in your statement? A.— 
Yes. While those are the premiums 
actually received they are not all the 
premiums actually earned for that 
year. 

Q.—I did not say they were, but 
they are all the premiums actually 
received for that year? A.—Yes. 

Q.—I do not say that is at all high; 
I merely want to get at the facts. 
That would show 105 per cent., the 
percentage of expenses to first year 
premium income. IT mean only for 
the first year that would be right? 
A.—I won’t question your figures. I 
will take them for granted. 

Q.—Now your second year expenses, 
taking the figures there are $177,879, 
taking away the first year, making 
your total expenses for the renewal 
and first year business $400,239? <A 
—Yes. 

MR. SHEPLEY: When you said 
second year expenses, you meant re- 
newal expenses? 

MR. HELMUTH: Quite so, thank 
you. Now, your renewal premiums 
amounted, again according to this 
statement, that is all but first year, 
to $1,174,130.50 so that the percentage 
of expense to renewal income is 15 
per cent.? A.—According to those 
figures. 

Q.—And those figures are taken 
from your own records? Making the 


Confederation Life, 
(Wm. C. Macdonald, Ex’d.) 


average ratio of expense for the en- 
tire business, first year and renewal, 
29 per cent. Would you doubt that 
that is your expense? A.—I have 
not considered the figures. It can 
be done in a moment. 

Q.—You are somewhat interested, I 
suppose, in the ratio, the percentage 
of expense to premium income in a 
Pat atN A.—Yes, we are interested 
init. 

Q.—And I think the managing di- 
rector said that that was 29 per cent. 
the other day? A.—No, I don’t think 
he did. He may have concurred in 
that. 

Q.—That*is what I mean. As you 
have explained by reason of matters, 
it has gone up? A.—Yes. 

Q.—Going back to 1895 it was 24.7 
and now it is 29 per cent.? A.—Yes. 

Q.—Will you tell me, if the per- 
centage is 29, how you are going to 
make a policy carry itself that only 
provides for 8 per cent.? A.—In the 
first place I am not prepared to ad- 
mit that the expense is 29 per cent. 
It is something less than 29 per cent. 
You have not, in arriving at those 
percentages, made a proper adjust- 
ment and taken into account the out- 
standings at the beginning and end of 
the period under review. If you have 
done so, if those computations had 
been made on what would be a more 
correct basis the percentages would 
not in the latter year at any rate, 
be so high. However, I am not car- 
ing a great deal about that, though 
I just wish to point it out, that those 
percentages are not quite correctly 
computed and for the last year would 
be something less. 

Q.—If you took a series of years you 
would then get the business that would 
come in overlapped from one year to 
another? A.—In order to make that 
computation you should take the pre- 
miums received for the year, add to 
that the outstandings at the end of 
the year, deducting the outstanding 
at the end of the previous year, treat- 
ing your expense in a similar manner 
and then your comparison will be a 
little more correctly made. 

Q.—Then if you took 10 years and 
took all premiums received in 10 years 
you would surely get very near the 
average of expense? A.—That would 
depend: again upon circumstances. It 
would depend whether the average 
business done from year to year was 
about the same and whether the out- 
standings at the end of each year were 
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about constant. Now, in this par- 
ticular case they are not. The busi- 
ness the last year or two has been 
considerably increased and the out- 
standings are bigger, so that in dealJ- 
ing with it in that way you get a com- 
parison that is rather unfavorable for 
the later years. 

Q.—Supposing that we take the last 
three years, 27, 27.5 and 29 as the ra- 
tio of expense to premium income, we 
are not very far out then? A.—It is 
not very far. 

Q —If that is so will you then tell 
me how a policy with a premium load- 
ed with only 8 per cent. can meet that 
27 per cent. we will say of expense? 
A.—You have not taken into consider- 
ation the savings that will arise from 
mortality. 

Q.—Yes, I thought you had taken 
that into consideration in fixing your 
premium? A.—We have, quite true. 

Q.—So you have nothing more to 
gain from that? A.—I probably mis- 
apprehended your question, Mr. Hell- 
muth. We recognize in computing 
the premiums that there will be a sav- 
ing from that source, but in doing that 
we do not adopt a lower net premium. 
We use the table premium, adding a 
smaller sum for loading than we would 
add had there been no anticipated sav- 
ing from interest or from mortality. I 
perhaps misunderstood the nature of 
your question and you perhaps misun- 
derstood a little the manner in which 
we computed those premiums. 


Q.—But, Mr. Macdonald, on that 


policy, if the expense is anything like 
27 per cent. you would require not 
$2.50 roughly for loading but you 
would require about $7? A.—Yes, 
but Mr. Hellmuth, you are disregard- 
ing those other items of anticipated 
saving. If we had no savings I quite 
admit, if there were to be no savings 
from mortality, if there were to be no 
margin on the interest rate, then your 
contention would be correct, no doubt. 

Q.—And you would have only pro- 
vided for about 1/8rd of the expense 
ratio, if you had not those two items? 
A.—yYes, but we are certain to have 
those two. 

Q.—I say on the supposition that if 
you had not. those two you would want 
to provide about 3 times the loading 
that you have provided? A.—Yes, 
but I am unwilling to let a supposi- 
tious case of that kind go on record 
without emphatically entering my pro- 
test because of the wrong conclusions 
that may be drawn. 

Q.—Quite so, I am not going to do 
that at all; I want to ask you if this 
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is not so. You have taken the sav- 
ings in mortality and the savings by 
way of increased interest to make very 
nearly 20 per cent. of a loading, you 
have considered them as equivalent to 
nearly 20 per cent of a loading? A.— 
We may have done so, we could not 
estimate exactly what they would be. 

Q.—You see how it would be if 27 
is required and you have only provided 
8. You allow for mortality and sav- 
ings on interest nearly 19 per cent? 
A.—Well, perhaps so. The savings 
from mortality in the early years is a 
very large factor The saving from 
interest too is fortunately at the pre- 
sent time considerable. 

Q.—But they are bearing about 
2/3rds of the load according to that 
particular form of policy? A.—Ac- 
ecrding to that particular illustration 
and the way you put it. 

Q.—That must be so? A.—That 
must be so there, the way you are put- 
ting it. 

Q.—Then you would not expect very 
much more profit after you had taken 
that out? A.—We expect some. 

Q.—Then if that is the case of course 
you would expect a great deal more 
profit on the participating policies on 
everything in which the loading ex- 
ceeded the non-participating? A.— 
Yes, that is on the same plan. 

Q.—If your results justified that ex- 
pectationP A.—The results on that 
particular plan policy. . 

Q.—Now do your results of the par- 
ticipating justify that idea that you 
have saved the additional amount put 
upon these policies by way of loading 
for expenses or profits over and above. 
the amount that you put on such a pol- 
icy as this? A.—The experience of 
course is that the profit arising from 
the participating policy must naturally 
be higher than on the non-participat-. 
ing policy, taking this all life plan you 
are speaking of. 

Q.—I am not asking you that. You 
load this policy with $2.50 we will pay 
in round figures. You load some of 
the participating policies with, we will 
say, $12.50 or whatever you like, I do- 
not care what it is. You have $10: 
extra for loading in that participat- 
ing policy, the one I am suggesting by 
way of illustration. Is that all to. 
earn profits and does it? A.—Oh 
yes, it is all in surplus. 

Q.—Now you, I think, said yester-. 
day that profits have not been so great 
in recent years there has been a de- 
cline in them? A.—Comparatively- 
to the premiums paid. 
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Q.—And as to the estimates made? 
A. —Well, I think we fully demon- 
strated that yesterday. 

Q.—What? A.—That the profits 
have fallen very considerably below the 
estimates. 

Q.—Will you look at this 20 year 
endowment in, I think this is the old 
rate .book? A. -—Phat, is the )/1893 
book. 

Q.—There taking by way of illus- 
tration this policy, 20 year endowment 
for $1,000 at age 26, you estimate that 
at the end of 20 years as being worth 
$1,473; it was so estimated then? A. 
—TI daresay it was.’ I did that. 

Q.— You ‘did, it’yourself ?)))A,-Yes. 

Q.—Then we have got to headquar- 
ters. I want to ask you whether on 
that policy what you call a quinquen- 
nial dividend applied at all, that is did 
you divide profits every five or ten 
years or credit profits? A.—You are 
speaking of a particular policy? 

Q.—I mean to say a policy on that 
plan? A.—On the 20 year endow- 
ment plan with a 20 year deferred divi- 
dend ? 

Q.—Yes? A.—Did we allot the divi- 
dends to that policy every 5 years? 

Q.—Yes, or every 10? A.—Every 
5 years. 

Q.—So that policy would every 5 
years or perhaps in its earlier period, 
every 10 wasn’t it when they were first 
written? |A.—No, you are speaking 
now of a 20 year dividend policy. As 
I endeavoured to explain yesterday, we 
at the end of every 5 years, dating 
from the issue of the policies, compute 


‘and apportion to all policies issued in 


the years in which the 5 year periods 
then elapse, we compute and allot to 
them their share of the surplus for the 
previous 5 years according to the ex- 
perience of the company. In the case 
of the quinquennial, of course that 
dividend is paid out to them. In the 
case of the others it is carried and im- 
proved until the end of the term. 

Q.—Was that policy, that method 
followed in policies written on that 
plan as far back as 1885? A.—Yes. 

Q.—You have practically carried out 
the same policy? A.—We have never 
changed, except this that formerly we 
allotted dividends every 5 years at 
fixed periods. That ceased in 1887 
and from that time forward the pol- 
icv formed its own quinquennial 
period. : 

Q.—I am going to take a_ policy 
that was written on that particular 
basis. I will give you the number of 
the policy and you may look at the 
name and if it is necessary I will give 


the name. 
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Policy 16,604. That pol- 
icy was written on the 20 year endow- 
ment? A.=But that is not a 20 
year dividend policy. 

Q.—Yes, it is. You wrote a letter 
about it? §A,—My clerk wrote the 
letter I would like to see the facts. 
20 years was the term of the endow- 
ment, but it is not a 20 year divi- 
dend policy. 

Q.—Yes, pardon me, it is?’ A.—No, 
I think not. It could not possibly 
be and that notice go out. 


Q.—Look at the amount of the pre- 
mium? A.—The amount of the pre- 
mium would not settle the matter. I 
say that is a 20 year endowment but 
not a 20 year dividend policy. 

Q.—Well, it is a 20 year endowment 
and you will see that that is just the 
same dividend, that I suppose would 
be right? A.—No, the same pre- 
mium would be charged no matter 
what plan it was on. 

Q.—Now that policy, the first divi- 
dend on that was not for 10 years as 
you will see. I take your notice, 
‘‘T have the pleasure of informing you 
that the first dividend covering a 
period of 10 years—written on June 
15, 1895, the policy being taken out 
in 1885—that the first dividend cover- 
ing a period of 10 years will be ap- 
plicable on such and such a day.”’ You 
remember the fact that some policies 
were payable only every 10 years? A. 
—Yes, we issued policies with 10 year 
periods, 15 year periods and 20 year 
periods as well as our 5 year period 
policies. 

Q.—Now you see what that dividend 
was, $120.82? A.—Yes. 

Q.—It can be taken in reduction or 
some other way but that is the divi- 
dend? A.—That is the cash divi- 
dend. 

Q.—Then in 1900 there was a cash 
dividend of $55.70? A.—Yes. 

Q.—And in 1905 there was a cash 
dividend of $60.72? A.—I presume 
so. 

Q.—I have got these figures because 
I know they are accurate? A.—We 
will be pleased to confirm them from 
our books. 

Q.—I+ was a $2,000 policv. the pre- 
mium double the $1,000 illustration 
given? A.—Yes. 

Q.—And the total amount received, 
original policy and profits was $2,237.- 
942? A.—TI assume those figures are 
correct. 

Q.—Now according to that illustra- 
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tion it would have been $2,946? A.— 
Oh no. 

Q.—Why not— 
tion does not apply to:that contract 
at all. That illustration that you 
refer to there applies to a 20 year en- 
dowment policy with a 20 year divi- 
dend period, accumulation period. 
The policy that you have there before 
you, is a 20 year endowment policy 
with a 10 year dividend period, sub- 
sequent dividends being distributed 
quinquennially. 

Q.—Tell me what would be the es- 
timated profits on such a policy? A. 
—We never estimated them for that 
form of policy. 

Q.—You gave no estimates to your 
agents for those policies? A.—We 
gave no estimates to our agents for 
those policies. 

Q.—Ought there to be a difference 
on the same premium in two policies 
of that class of $708.76? A.—There 
was not a difference of any such 
amount. 

Q.—Then how was it that this pol- 
icyholder only got the amount esti- 
mated there less $708? A.—But, Mr. 
Hellmuth, this estimate has nothing 
to do with that policy. 

Q.—I quite understand that and I 
ask you to take that policy that you 
say this was and was there between a 
policy of that class and a 20 year en- 
dowment a difference of $708? A. 
—Between a 20 year endowment 20 
year dividend period, and this illustra- 
tion P 

Q.—On a $2,000 policy? A.—I say 
no, subject to verification of the fig- 
ures, assuming that these figures are 
correct. Now let me just explain if 
that policy had been issued on the 
plan alluded to in this illustration, 
that policyholder would not have re- 
ceived $120 in cash at the end of 10 
years and a certain further sum at the 
end of 5 years, but those sums would 
have remained in the hands of the 
company and would have been improv- 
ed by the interest earned during the 
remaining 10 years and by profits aris- 
ing from the lapses on policies falling 
in, which would have made the total 
dividend under the 20 year endow- 
ment 20 year dividend considerably 
greater than the dividend there. 

Q.—I want to know just how much 
greater you would say the leaving of 
the $120, which was what he got at 
the end of ‘the first 10 years, would 
have improved that policy? A.—Well, 
IT don’t like to give statements out in 
that way. If you had intimated to me 
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beforehand I would have been very 
pleased to have provided exact fig- 
ures. 


Q.—Will you give me the figures. 
of what the estimate of profits was 
for just such a policy as I have shown 
you; that I suppose you can do? A. 
—We have neyer issued any estimates 
for policies of the exact class and plan 
which you have shown to me now. 


Q.—Had you no estimates your- 
selves of what, when a man took a 
policy of that kind, he might expect 
to get in results? A.—None what- 
ever. 


Q.—Then what inducement was held 
out to an intending policyholder to 
take a policy of that class? A.—No 
inducement in the way of profits be- 
yond this, that he would share in the 
profits of the class, but no represen- 
tations were made to him by the com- 
pany and there was no literature 
placed in the hands of the agents in- 
dicating in any way what those pro- 
fits might be. 

Q.—So that if he had taken a 20 
year endowment with none of the divi- 
dends paid until the end of the 20 
year, he might have expected, will you 
say, $708, more than he received? 
A.—He might have expected that, 
but I say that no representations were 
made of that kind under that policy, 
you are using a manual that was is- 
sued years after that and could not 
have applied in any way to that par- 
ticular policy. If he had taken a 20 
year endowment with a 20 year divi- 
dend period instead of the class of pol- 
icy he did, he would have still been 
in the same position he was in in re- 
gard to estimates. No representa- 
tions were made by the company as 
to what the dividends might be under 
those policies at that time. 


Q.—Then do you say that endow- 
ment policies that were taken out in 
1885, whether deferred dividend or 
otherwise were not estimated to return 
a better result than those that were 
taken out in 1895? A.—I will say 
that a better result may have been 
anticipated but it was not estimated 
and put forth by the company. 

Q.—A better result though might 
have been anticipated because your re- 
sults have been gradually getting less? 
A.—Well, they were for a time. 
think now that they are getting bet- 
ter 


Q.—Do you mean just this year? A. 
—The last year or two. Our earn- 
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ings during the last year or two have 
decidedly improved. 

Q.—I will take another policy. This 
is 10 payment life. The number of the 
policy is 9,542. There is the name of 
the party. I have not the slightest 
objection to giving the name but I 
think it is better not to? A.—I don’t 
know who he is. 

Q —The party states that he took 
out his policy in 1880; he paid a prem- 
ium of $110 a year, making $1,100 in 
all to pay up, if he lived so long, his 
thousand dollars. He says that in 
1887 when he had paid 7 premiums, he 
received $92 profits. That in 1891, 
after he had paid in the whole of his 
premiums, $1,100, he received $96 as 
profits for 4 years. That since then 
he has received quinquennial profits in 
1896 for 5 years, after his $1,100 has 
been entirely paid in, $47. In 1901 
$45.76 and in 1906 $48.38. Or less 
than one per cent. per annum on the 
amount paid up. Could that be pos- 
sible? A.—Quite possible. 

Q.—That was not a very profitable 
investment was it? A.—If you are 
going to regard it as an investment, 
but he has got some life insurance 
which is worth consideration. 

Q.—But he has paid more than the 
whole life insurance io you, he has 
paid you $1,100 for $1,000 life insur- 
ance? P A.—That might be, lots of 
people have to do that. 

Q.—And his $1,100 is not earning 
now one per cent? A.—That may be. 
I don’t see how it could earn one per 
cent. That is an old policy reserved 
on a 43 per cent. basis. We have 
given him the benefit of all his 
surplus earnings over and _ above 
the reserve, we are earning last 
year over 5 per cent. perhaps; there 
is not a margin of more than 1/4 per 
cent. after taking the expenses of in- 
vestment, for profit on that policy from 
that source. It is not possible for 
any limited payment life policy after 
it has become paid up to earn the 
same rate of profits as during the 
premium payments. 


Q.—You would not expect that that 
money being there, $100 more than you 
have to pay him at death—you would 
not expect that money to earn one 
per cent., you don’t think it is pos- 
sible? A.—I am not going to answer 
the question in that form, because it 
is not a correct way of putting it. 
That policy was issued in 1880. 

O== 188-1 othinkwit ise PA We 
will assume that all dividends on that 
policy are paid up to 1895; he has got 
his dividend in 1895 and we will as- 
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sume that the account is cleared. The 
balance in the hands of the company 
is its reserve value on a 43 per cent. 
basis, which we are required by law to 
maintain. Now then the only pos- 
sible sources from which profit may 
arise and can be returned to the pol- 
icyholder under that policy are first 
any savings from interest earned on 
that fund in excess of 44 per cent.; 
any possible saving that may arise 
from a saving in mortality which can- 
not be much on those old policies. 

Q.—And although that individual 
has paid in everything to make his 
own policy perfectly good? A.—And 
has received a refund of all his ex- 
cess payments up tc that date. We 
have accounted to him in 1905 for all 
his surplus payments or overcharges 
from whatever source they may arlse 
up to that date and we did not have 
one dollar more in hand on that policy 
on that date than the law required us 
to maintain. The law says to us you 
must set apart 43 per cent. interest 
on that policy. Now you can see how 
much reduction is likely to accrue in 
the surplus. 

Q—You set apart $1,000 for that 
man? A.—Oh no we don’t. 

Q—How much? A.—TI cannot tell 
you without the tables before me. It 
would be the present value of $1,000 
at death. 


Q.—So that it would not be any- 
thing like $1,000? A.—I don’t know 
his age or anything else so I cannot 
answer the question what it would be. 


Q —That illustration does not strike 
you as at all outrageous, there may be 
others of that class? A.—Outrag- 
eousP 

Q.—I mean it is not uncommon? A. 
—There cannot be any other experience 
in limited payment life policies in any 
company. 

Q.—Now, I dare say you saw it at 
the time that it came out, a table came 
out making a comparison; I think it 
was in the ‘‘World’’ on February 21st 
last, making a comparison between pro- 
fits paid to policyholders and profits 
paid to stockholders? A.—Quite so. 

Q.—That table shows the premium 
paid by policyholders from the years 
1872 to 1905? A.—Yes, I saw the 
table, 

Q.—And it purports to show a de- 
creasing rate of percentage of prem- 
ium income paid by way of profits to 
policyholders? A.—Yes. 

Q.—Have you gone over it at all to 
see whether it is accurate? A.—It 
is not accurate. 
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Q.—But in the main it is not far 
out. I found some inaccuracies myself 
but they are-trifling? A.—Théy are 
not very large, no. 

Q.—And that would apparently 
show that taking 10 years from 1896 
or thereabouts the percentage of prem- 
ium income paid to policyholders has 
dropped from about 9 or 9.1i down to 
about between 5 and OP A.—Yon 
don’t mean the premium income paid, 
you mean the dividends paid? 

Q.—The dividends paid in relation 
to premium? <A.—Yes, it does shcw 
that. 

Q.—And that is not inaccurate on 
the whole? A.—No, but it is mis- 
leading. : 

Q.—Quite so, I am going to ask you 
to explain afterwards, but that part 
is not inaccurate, as you say there gre 
some trifling inaccuraci3s 1n ethe cal- 
culation but that:is not inaccurate? 
A.—Yes. 

Q.—Now during that period there 
has not been any diminution in the 
percentage paid upon stockP A.-- 
Na. 

Q —And it is, I think you mentioned 
the other day, a fact that the only 
amcunt of stock actually paid in by 
the shareholders is $50,000? A.— 
That was the actual cash payment. 
The balances of the capital stock was 
paid out of surplus, the shareholders’ 
surplus account. 

Q.—Out of profits? A.—Out of 
shareholders’ profits. 

- Q.—At all events it came out of pro- 
fits, it was not put up in cash by the 
shareholders ? A.—It came out of 
et I said, out of shareholders’ pro- 
ts. 

Q.—It was not put up in cash from 
the pockets of the shareholders? A.— 
We made a cross entry. 

Q.—As a matter of fact they did not 
put up any money? A.—They did 
not put up the money; it came out 
of the shareholders’ surplus. We 


could have paid it out in dividends to ° 


them and then made a call upon them. 
Q.—There was no necessity at that 
time for any more capital for the sol- 
vency of the company? A.—No, I 
don’t know that there was. It was 
considered a desirable thing though 
in the interest of the policyholders. 


Q.—Why in the interest of the pol-— 


icyholders? A.—In 1882 the addi- 
tional protection and security that 
was afforded was appreciated and I 
know was regarded by policyholders— 
by some at least— as an additional 
protection and advantage to them. 
Q.—Just let me understand you. 


-got assets to meet it. 
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Could it be any additional protection 
or advantage to policyholders to have 
$50,000 transferred from surplus to 
capital, than to have the unpaid lia- 
bility for $950,000 instead of $900,00')? 
A.—The' unpaid labilities under the 
original capitalization of the company 
was not $900,000, it was only $450,- 
000. 

Q.—Well, $450,000. What advant- 
age could it be to increase that if the 
company had turned the corner and 
was dividing that year in profits a 
very large’ sum. It was dividing in 
profits in 1887 to the policyholders 
alone $143,000 irrespective of what it 
was dividing to the stockholders? A. 
—That is quite true as to the posi- 
tion of affairs at that particular time 
in the company’s history, and fortun- 
ately it has been pretty continuously 
true, but it would not be possible to 
say what might develop in the history 
of any company. There might be cir- 
cumstances arise when the condition of 
the company’s affairs might make the 
capital stock both paid-up capital 
stock and the uncalled capital stock 
a very valuable asset on the policy- 
holders’ account. 


Q.—As a matter of fact it has never 
been in the least necessary to have 
that capital there for the solvency of 
the company? A.—It was essential 
in the early days of the company. 


Q.—I am speaking of since 1882 or 
1887, as a matter of fact it was never 
necessary ? A.—As to the solvency 
of the company, no, it was not neces- 
sary; the company fortunately has al- 
ways been solvent. 


Q.—The reserve required by the Gov- 
ernment while it is kept up necessi- 
tates solvency? A.—Yes, but it does 
not mean that the company will re- 
main solvent because the Government 
requires it to set apart a reserve. 

Q.—But as long as you keep that up 
you are solvent? A.—And we have 
That is, of 
course, the point. 

MR. SHEPLEY: It is a sort of ar- 
bitrary solvency that the Government 
requires. 

MR. HELLMUTH: Quite so, and 
so whether you have always been over 
that position, you are to-day very 
much over it? A.—Yes, we are to- 
day very much in advance of that, I 
am pleased to say. 


Q.—You have at the present time 
a cash surplus according to your state- 
ment of 1905, over and above all lia- 
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bilities of over $700,000? 
have that. 

Q.—Now will you tell me what part, 
to the advantage of the policyholder, 
the $100,000 of capital can play with 
that surplus, one-seventh of your sur- 
plus? A.—I think that there are 
advantages in a small capital stock 
such as we have in our company. I 
think it ensures more conservative 
management, more continuity perhaps 
in the management than in a purely 
mutual company where no such factor 
_obtains. It would be, as I intimated 
a moment ago, of advantage should 
any circumstances or contingency un- 
fortunately arise in the future history 
of the company where it might not be 
able to maintain the technical stand- 
ard of solvency determined by the Gov- 
ernment. It was of very decided 
value to the company and to the pol- 
icyholders in the early days of the 
company, and I do not think that a 


A.—Yes, we 


capital stock which has served a good ~ 


and useful purpose to the policyhold- 
ers during a certain period of the 
company’s existence should be dis- 
pensed with because, a period happens 
to arise when that capital stock is as 
far as solvency is concerned, not ab- 
solutely necessary, disregarding the 
future contingencies. 

Q.—Then you do not agree with the 
report of the Armstrong Commission, 
that the stock companies so soon as 
they are in a position to satisfactorily 
meet all their obligations, should be 
mutualized? A.—I do not think it 
is Just treatment of the stockholders. 
You take many of our young com- 
panies that have been organized in 
recent years. Companies that are to- 
day, if I may use the word, struggling 
for their existence. They could not 
possibly be brought into existence and 
become established companies without 


the substantial aid afforded by capital 


s'ock. For a great many years the 
shareholders in. those companies can- 
not possibly receive any -dividends. 
Thev are under a very considerable 
liability and while I do not wish to 
make any statements that may be mis- 
understood or misconstrued, JI think it 
is not by any means a certainty that 
all those companies will survive. 
Q.—How would that apply to a se- 
cond issue by way of bonus, supposing 
they put up $50,000, that it was 
proved to be sufficiently ample, why 
should. the policyholders’ money be 
saddled with interest at 30 per cent. 
on $50.000? . A.—It was not the pol- 
icyholders’ money in the first place 
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that was applied and it is not the pol- 
icyholders’ money in the second place 
that is being applied to pay dividends. 

Q.—Is it not a fact that if in 1887 
you had mutualized the company you 
could have wiped out the entire capi- 
tal stock, the $50,000 paid up, you 
were in a position to do it then? A. 
—I don’t know that we were. We 
had no legal right to do it. 

Q.—I mean you were in a position 
to do it so far as your financial con- 
dition was concerned? A.—I don’t 
know that we were. 

Q.—You had a large surplus, you 
were dividing that year as I showed 
you, among the policyholders alone in 
profits, over $140,000? A.—Your 
proposal is to take the policyholders’ 
money or profits to pay the stockhold- 
ers? 

Q.—Yes, pay them off. Or to take 
the stockholders’ own money as you 
call it, the $50,000 they have earned 
and pay them off? A.—Would that 
be fair to the stockholders who have 
assumed the responsibility. 


Q.—It depends upon what interest 
they have got. Have you figured 
what interest they had got up to 1887? 
A.—I cannot tell you the figures off- 
hand. 

Q.—Would you be surprised to learn 
that they had received, taking into ac- 
count the {first two years when no di- 
vidends were paid but averaging it 
so that they would get dividends over 
that period,. something over 11 and 
nearly 12 per cent. on their money 
from the day it went in? A.—I would 
not be surprised at that at all, and the 
large proportion of that interest for 
dividend that was paid to them arose 
from interest that was earned upon 
the capital stock of the company, which 
was earning at that time not 5 per 
cent., but 7 and 8 per cent. 

Q.—So that they got more than their 
own stock ever earned, by 3 or 4 per 
cent. from the very outset? A.— 
Probably they did. They got more 
than the stock earned certainly. They 
got the profits arising from the non- 
participating branch of the business. 

MR. NESBITT: Might I interject 
that if they had bought Toronto Real 
Estate, as it was open to them to do 
at the time, at the corner of King 
and Yonge, they would have had 500 
per cent. Yon do not hope to con- 
vince this gentleman that he ought to 
take the stock out of his pocket and 
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MR. HELLMUTH: I wanted to 
know his view in regard to the mu- 
tualization of the company? A.—I 
do not think it is just to men who 
have risked their capital during the 
early years of the company, as soon 
as the company is able to stand on its 
feet, to turn around and retire the 
capital stock nolens volens. 

Q.—Why limit it then to 50 per 
cent. by way of bonus addition? Why 
not run it up to 38 or 4 or 500 thous- 
and? Why so modest? A.—We do 
not wish to do so and we could not do 
so if we did wish. We have not sur- 
plus funds to do it. 

Q.—You have paid $15,000 a year to 
the stockholders? A.—Yes. 

Q.—Would it not be very much bet- 
ter instead of paying 15,000 a year in 
the interest of the stockholders, to on- 
ly pay them 5 and put 10 more each 
year to capital account? A.—Well, 
that might be your judgment. 

Q.—Would it not bring them in on 
the same basis a very much larger re- 
turn? A.—Then that would be the 
reverse of the principle formerly ap- 
plied and which you were urging. 

Q.—I am suggesting now in the in- 
terest of the stockholders, not the pol- 
icyholders. Are you aware that dur- 
ing the whole period of the company 
since 1872 the total profits paid out are 
in the neighbourhood of 2 million dol- 
lars actually appropriated, not touch- 
ing now the reserve still in the hands 
of the company; that is to say $1, 
638,378 has been paid to policyholders, 
and to stockholders not counting the 
$50,000 added, $359,985? A.—Those 
figures may be approximately correct. 
I thought I had some figures here bear- 
ing on that but I find I have not. 

Q.—If those figures are approximate- 
ly correct, I admit that they may be a 
few dollars here or there, but I have 
gone over the statement of the com- 
pany, and they are correct if my ad- 
diticns are correct. If those are cor- 
rect would you be astonished that that 
shows that 18 per cent. of the total 
profits of the company, since its incep- 
tion have been paid to the stockhold- 
ers? A.—I would be surprised, be- 
cause it is not correct. 

Q.—Then I would like you to verify 
these figures if you willP A.—There 
is a large amount of profit earned that 
you are not taking into consideration. 

Q.—Quite so, but I am taking all 
the profits actually divided up to date 
betrveen policyholders and_ stockhold- 
ers that have been actually appro- 
priated? A.—There has been more 
than that appropriated. 
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Q.—Paid. I am taking your own 
statement that there is at present cash 
surplus above all liabilities, which has. 
not yet been divided, or several hun- 
dred thousand dollars, roughly speak- 
ing. Now leaving that out of account. 
and taking what has actually been ap- 
propriated, would you be astonished 
that the amount paid on the original 
$50,000 capital of the total profits of 
the company has amounted to 18 per 
cent. of all the profits paid? A.—I 
de not know what the percentages. 
are. 

Q.—Would that astonish you at all? 
A.—No, it might not. I won’t admit 
the figures; I have not examined them ~ 
myself and I do not know whether 
they are correct or incorrect. 

Q.—The total assets of the company 
are something over 10 million dollars? 
A.—tThey are. 

Q.—And of that a half of one per 
cent. represents the money actually 
paid in by the stockholders, $50,000? 
A.—Yes. 

Q.—That would be right? 
parently. 

Q.—Now in your company you do 
not take the same position, I assume, 
as Mr. Goldman, that in order to have 
the company properly and efficiently 
managed it is necessary to have stock- 
holders who are financially interested 
in its success, you do not take that 
position? A.—I take it that it is 
better. 

Q.—But your President and your 
Vice-President are not stockholders at 
all? $A.—I know that. One of the 
Vice-Presidents. 

Q.—And those gentlemen, I have no 
doubt, devoted as much care and at- 
tention as any of the stockholders? 
A.+~-Quite so. 

Q.—My learned friend Mr. Nesbitt 
says they are very rare types. Very 
rarely in control of companies, gentle- 
men who have not any interest in the 
stock, would perhaps be correct, would 
it not, in Canada? A.—That control 
the companies? 

Q.—I mean as directors, I don’t 
mean control in an offensive sense. I 
mean those parties who help to control 
the management? A.—TI don’t know 
in what sense you use the word con- 
trol. 

Q.—I mean manage; I will use the 
words help to manage; it is very rare 
to find gentlemen who are not stock 
holders in the Canadian companies like 
you have, I mean yours is rather an 
exceptional position? A.—I don’t 
know that. I think in the other com- 
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panies you will find policyholders in the 
management. j é 
Q.—Presidents and vice-presidents 
who are only policyholders. | Could 
you name another company in which 
such a thing occurs? A.—I don’t 
know anything, of course, about the 
qualifications of the officers in_ the 
other companies. I really could not 
speak. JI have not gone into it, you 
know. 
Q.—Do you think it would be diffi- 
cult or do you think there would be 
any less attention given to the affairs 
of the company if all the directors oc- 
cupied such positions, that is as pol- 
icyholders, that Mr. Beatty and Mr. 
W. D. Matthews occupy? A.—They 
might not be able to get as good and 
strong a board of directors if you had 
to eliminate gentlemen from the board 
who were not policyholders. . 


Q.—yYou need not eliminate gentle- 
men from the board. I say if it is only 
a mutual company why cannot you get 
the same type of men that you have 
got in your company now? A.—We 
could not get those men, because tltey 
are not policyholders and perhaps some 
of them not insurable, but still men 
of such financial position that they are 
valuable members of our board. 

Q.—I do not remember whether Mr. 
Shepley asked you whether there were 
any rebates at head office. Do you 
know whether rebates are allowed at 
head office? A.—No. 

Q.—None at all? A.—Not so far 
as I know. It is directly contrary 
to the rules of the office and I cer- 
tainly never heard of any being allow- 
ed there. 

Q.—Have you any suggestions to 
offer with regard to stopping rebat- 
ing? A.—No, not at this juncture. 

Q.—What do you think of making 
it an offence applicable equally to the 
receiver ag to the giver? A.—I think 
if any legislation was enacted the re- 
ceiver should be punishable with the 
giver. That both parties should be 
punished. I do not know whether 
that is good law or not but I think 
it is the only way that we can make 
a law of that kind effective. . 

Q.—Do you know or have you heard 
of any practice by which agents re- 
ceive a bonus or premium for writing 
a certain amount or over a certain 
amount of business in the year? A. 
—Yes. 

Q.—Is that done in your company? 
A.—We have agents who are employ- 
ed on salary and if they write a cer- 
tain amount of business will get at 
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' the end of the year a bonus. Some 


of them, not all on that scale. It 
depends on their agreement. 

Q.—Is it not likely to tend to re- 
bating? A.—Well, if a man chooses 
to put his hand in his pocket and pay 
out part of his salary or anticipated 
bonus I suppose he might rebate, but 
that man is not nearly as likely to 
rebate as the man who is remunerated 
directly by commission. 

Q.—Consider this position. A man 
has a bonus of a considerable amount 
coming to him provided he writes over, 
we will say, $200,000. He has writ- 
ten $190,000 and _ it ig difficult to ob- 
tain the balance. Would it not be 
worth his while to throw off his com- 
mission in order to get over the mark 
and get the bonus? A.—TI dare say it 
might. Just the same way with a 
man who is on a straight commission. 
That would apply on any policy he 
writes. 

Q.—The giving of a bonus might 
tend to rebating towards the end of 
the year? A.—No, I will not say it 
would tend to rebating, but it might 
leave an agent open perhaps to a little 
temptation at the end of the year, but 
not nearly so much so as a man who is 
on the straight commission basis. 

_ Q.—You made some reference yes- 
terday to the State insurance in New 
Zealand? A.—I referred to it, yes. 

Q.—Do you consider that that is a 
failure? A.—I did not say it was a 
failure. I said compared with the 
Australian Mutual Provident, an or- 
dinary company operating in the same 
field, it will not bear a favorable com- 
parison. That is the result, the ex- 
pense ratio and the results in the 
Australian Mutual are more favorable 
than the New Zealand Government De 
partment. 

Q.—Have you seen a report of the 
New Zealand Government Commis- 
sioner, the report of Mr. Richardson of 
Wellington? A.—He sends it to mé 
regularly. I have not read it for some 
time past. 


Q.—Are you aware that he shows 
that the State Insurance in New Zea- 
land is something over nine million, 
very nearly ten million sterling, as 
against 14 million sterling for all the 
other ten companies in Australia? A. 
—Probably those figures are correct. 

Q.—So that the State Insurance has 
considerably more than half as much 
as all the other companies operating 
there? A.—Yes, and the larger 
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amount of that, 14 millions you refer 
to, a larger amount than nine, is in 
the Australian Mutual that I alluded 
to. 


Q.—A larger amount than nine? A. 
—I think so. 


Q.—But there are two American 
companies doing business there? A. 
—Well, I think the Australian Mutu- 
al’s figures, if not in excess, are very 
nearly equal to nine millions. 


Q.—That would leave only some five 
millions for the other nine companies, 
two American and two English, in 
New Zealand and six Australian com- 
panies doing business there? A.— 
Yes, well, I have not looked at the 
figures for some considerable time past. 
I understand we will have an oppor- 
tunity perhaps of expressing cur views 
on that, to the Commission later. I 
may be wrong. On a general subject 
of that kind. 


Q.—Do you say that the expenses of 
the Australian Mutual compare favor- 
ably with the expense ratio of the 
State Insurance? A.—Yes. 


Q.—Are you aware that the ratio of 
expense to premium income of the 
State is 12 per cent., or lower than 
the English companies doing business 
in England, although the Company on- 
ly started in the seventies? A.—I 
know it was somewhere in that vi- 
cinity. 

Q.—And you say that the Australian 
Mutual expenses are only 12 or less? 
A.—I won’t say, but I think the fig- 
ures are less. I have not looked at 
them for some time. As I said yes- 
terday I was not speaking authorita- 
tively in regard to those figures and 
statements. I spoke in a genera] way 
and subject to correction, as I am do- 
ing now. I speak subject to correc- 
tion because I have not looked at the 
figures for a considerable time, there- 
fore I must refrain from making a de- 
finite statement. 


Q.—What objection would there be 
to State insurance if it was confined 
to insurance pure and simple, could 
it not be done very much more cheap- 
ly than the companies do it? A.— 
At the expense of the country? 

Q.—No, not at the expense of the 
country. Could it not be done very 
much more cheaply for the assured 
than the companies can do it? A.— 
I don’t know in what way it could be 
done I am sure, more cheaply. 

Q.—I am speaking now not of the 
general business but men who desire 
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to insure their lives? A.—What do 
vou mean by “‘pure insurance P”’ 

Q.—Indemnity insurance without 
the investment feature? A.—What 
is indemnity insurance, may I ask? 
I never knew the term indemnity was 
correctly applied to life insurance. 

Q.—You have heard it applied to 
fire insurance? A.—Yes. 

Q.—It is a protective insurance. 
Supposing a man insures his life for 
$1,000 to go to his wife and children 
without any profits to come to him- 
self, and at the least possible cost to 
indemnify his family at his death; not 
to make a profit for himself or as an 
investment. Could not that class of 
insurance be done more cheaply by the 
State than by any company? A.—I 
cannot see, as I said yesterday, in what 
possible way the State can do business 
any more cheaply than the company 
can. I am absolutely satisfied of 
this, that no large body of insurance 
will ever be placed in this country by 
the State or by any company without 
the intermediary of agents. 

Q.—Then you think that what has 
been to some extent done in New Zea- 
lard cannot be repeated here? A.— 
It has not been done in New Zealand. 

Q.—Why? A.—Because the New 
Zealand Government Department, as I 
said yesterday, is an organized life in- 
surance company employing agents. 

Q.—Is that subject to correction too? 
A.—No. 

Q.—Are you aware that they do not 
pay one-tenth of the amount to agents 
that an American Company of the 
same size, an average American Com- 
pany, pays; that they practically have 
no agency except to collect money, that 
they do not pay agents commissions 
on obtaining business at all, are you 
aware of that? A.—No. 


Q.—Are you prepared to say that is 
not sop A.—I don’t think it is so. 
I have no doubt that they may pay a 
good deal less than the American com- 
panies. That is quite within the lim- 
its of possibility. - The expense of ob- 
taining business in New Zealand and 
Australia in all companies is less than 
Me is in the United States and Can- 
ada. 


Q.—I am just a little curious as to 
your information about New Zealand, 
because the expenses of the two Ameri- 
can companies in New Zealand are 
higher by more than one-half of the 
Same companies in their own business, 
in order to compete with the State in- 
surance? A.—How are you measur- 
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ing those expenses? The simple fact 
that expense to premium income may 
show higher in one company than 
another is no correct criterion or stan- 
dard by which to measure expenses. 

Q.—Is it no standard if taken over a 
long period? A.—No correct stan- 
dard. It would not be admitted by 
any insurance man as a standard. It 
is well recognized that all comparisons 
of that kind are more or less fallacious. 

Q.—But after a company has been 
in existence for a great number of 
years, do you say that it is no test 
after a company has been 30 or 40 
years in existence, that it is no test 
of its stability or economy when its 
average ratio of expense to premium 
income is reduced? A.—TI say it is 
not a correct. basis of comparison un- 
less you are comparing like things. 
Companies of the same age, about the 
same volume of business, the same class 
of business’ upon their books. You 
may take two companies of the same 
age, the same volume of business on 
their books, but when you come to éx- 
amine their records you may find that 
the plans or classes are entirely differ- 
ent. One company may have a large 
amcunt of straight life business, and 
another a large amount of endowment 
business upon its books. It is not 
fair to measure the expense of the bus- 
iness on the basis of premium income 
in those two cases. The expense to 
premium income in a company with a 
large endowment business will show a 
lower rate or ought to show a consider- 
ably lower rate of expense than the 
other company with whole life busin- 
ess. 

Q.—That would rather show this, 
that a company such as yours, which 
does an endowment business of some- 
thing like 90 per cent. over its life, 
ought to show a lower ratio of expense 
than a company doing a straight life 
business? A.—We do not do 90 per 
cent. over ‘our life. 

Q.—I thought those were the figures. 

MR. SHEPLEY: No, 90 per cent. 
participating and not participating. 

MR. HELLMUTH: What percent- 
age is endowment? A.—I could not 
tell you. Perhaps a third. I do not 
know. 

Q.—You do a very large ratio of en- 
dowment business? A.—Not nearly 
so large now as we did some years ago. 

Q.—I mean compared with other 
companies? A.—We did years ago. 
We do not now. 

Q.—Therefore a test in that way 
wculd rather imply a lower ratio? A.— 
The large amount of that endowment 
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business has passed off our books, and 
I do not think the volume of endow- 
ment business on our books to-day is 
higher than any average’ Canadian 
company. The Government returns 
however will speak as to that. 

Q.—In companies of the same or 
nearly the same age writing practically 
the same class of business do you still 
say the ratio of expense to premium 
income is not a fair test of the econ- 
omy with which the company is man- 
aged? A.—Not necessarily at all. 

Q.—I did not say necessarily? A. 
—But I do though. 

Q.—In the main is it not a fair test? 
A.—No, it may or may not be. That 
will depend upon circumstances alto- 
gether. BUTS e 

Q.—It is the test that has been 
made? A.—When you are comparing 
the New Zealand Government Insur- 
ance Department with the New York 
Insurance Company, I am quite satis- 
fied you have not got all the figures 
and facts to enable you to make a fair 
comparison, because the forms in which 
those returns are furnished by the New 
York companies will not permit of it. 
I am speaking now, as you were, of 
their New Zealand business. It is a 
very common practice to make com- 
parisons in that way where the com- 
pany’s returns are partial. I do not 
say it is done intentionally or with the 
intention of misleading, but it is done 
pérhaps with a misapprehension. 

MR. NESBITT: Because a_ little 
knowledge is a dangerous thing. 

MR. HELLMUTH: But you have 
hardly that little knowledge of the New 
Zealand that would make you danger- 
ous? A.—I am not making sugges- 
tions. 

Q.—I was giving figures from the 
books. Is it not a fact that the com- 
panies in New Zealand, if you have 
looked at that at all, have brought 
their rates down by reason of the Gov- 
errment insurance and are writing 
their business at lower rates? A.— 
They may have done so. I do not 
know. I cannot answer the question. 
MobEE do not know that? A.— 

3 

Q.—So that you have hardly touched 
the fringe of New Zealand in regard 
to State insurance? A.—TI know that 
they are organized as a regular com- 
pany ‘and that is the way they get 
their business. 

(.—But you have never inquired as 
to the small expense? A.—Oh, I 
knew their expenses are very much 
lower than the-expenses in Canada. I 
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know that is peculiar to all Australian 
companies. 

Q.—Do you know that they are very 
much lower than the expenses of any 
ot the companies that are competing 
with them in New Zealand? A.— 
No, and I don’t think that they are. 
Properly measured. 

Q.—But that is subject to correc- 
tionP A.—No, I think that. is cor- 
rectoes 5 

Q.—I would like to know on what 
you base that? A.—My recollection 
of looking at the figures the last time 
I looked at them a year or two ago. 

Q.—You said you had not looked at 
Mr. Richardson’s figures for some 
years? A.—TI have not looked at them 
recently. I will not speak as to fig- 
ures without refreshing my memory I 
am not going to state from what I 
simply think or carry in my mind. 

MR. SHEPLEY: Colonel Macdon- 
ald, while my learned friend has been 
conversing with you, some further re- 
turns have been received which we will 
just run through for a minute or two. 
This is in reference to the ratio of 
first year expense to first year pre- 
mium income, and with reference to 
the length of time it takes to recover. 
Certain figures have been submitted to 
us and I have Mr. Dawson’s comments 
upon them. . This is given to us by 
your company?  A.—yYes, subject to 
correction. I told Mr. Dawson it has 
been computed in a hurry. 

Q.—This is an illustration of the ac- 
cumulation of the fund under a pol- 
icy cn the all life, 20 payment life, and 
20 year endowment plans upon the fol- 
lowing estimates which are based on 
the experience of the company for 
the year 1905. The rate of mortality 
experienced on the total business for 
the year was 63 per cent. of the ex- 
penditure. The assumptions there- 
fore of 50 per cent. for the first year 
and 65 per cent. for the following 
years are justifiable. Expenses for 
the first year 350 per cent. of the pre- 
mium loading. Expenses of renewal 
63.5 per cent. of premium loading. 
Rate of interest 4.9 per cent. Mor- 
tality first year 50 per cent. of the 
talular cust according to Hm. table 
and 3 per cent. interest. Subsequent 
years 65 per cent. of the tabular cost. 

Profit arising from lapses and sur- 
renders was appropriated to expenses 
in the proportion of two-thirds for 
the first year expenses and one-third 
to renewal expenses. 

Then you have given us certain re- 
sults here and I have taken the liberty 
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of carrying them out. This is all life 
premium $27.95. This is for the pur- 
pose of ascertaining what is at the cre- 
dit of the policy during each succeed- 
ing year? A.—Or the debit. 

Q.—\vu first take the net premium 
$6.02. You add to it interest 30 
cents, making $6.32. You deduct 
from that the mortality 4.32 and it 
leaves two. You have at the end of 
that year, however, to set apart a re- 
serve, Mr. Dawson tells me, of $13.94? 
A.—I have no doubt that is correct. 

Q.—Then at the end of the first 
year if you were keeping an account of 
debit and credit for that particular 
policy, you are still minus $11.94. 
Then during the second year, simi- 
larly at the end of that year, your 
reserve has to be $28.08 and there is 
still a deficit of $6.43 at the end of 
that year? A.—Yes. " 

Q.—Then at the end of the third 
yenr the debit practically disappears 
the minus quantity being only 33 
cents? A.—Yes. 

Q.—Then taking the 20 payment life, 
the premium is $36.95, and treating 
the figures similarly it takes consider- 
ably longer to recover? <A.—It will 
on that form of policy. 

Q.—At the end of the first year the 
policy is minus $20.48. End of the 
third year, minus $12.12. End of the 
fourth year minus $6.92. End of the 
fifth year, it practically disappears, 
the deficit it is only minus 98 cents? 
A.—That is about as I would expect 
only I should have thought there ought 
to have been a surplus at the end of 
5 years. I would like to revise those 
figures. 

Q.—Then take a 20 year endowment 
as well, these are all at the same age; 
the premium is $50.55. There you 
run out and get a surplus at the end 
of the fourth year. 

The figures are, at the end of the 
first year minus $16.59. At the end 
of the second year minus $11.08. At 
the end of the third year minus $3.34. 
And atthe end of the fourth year plus 
$5.35. , 

Now one thing struck us that I want 
to ask you about. Would you not 
have expected that the whole life plan 
would take longer to recover than un- 
der either of the others? A.—-No. 
The 20 payment life plan would be the 
one that would take the longest to 
recover, for the reason that our pre- 
mium rates are computed on a 3} per. 
cent. basis and we are reserving on a 
3 and therefore it happens incidental]- 
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ly to bear the more heavily against 
that plan. If the premium rates had 
been computed on the same basis as 
that on which we are reserving and 
the loading perhaps adjusted accord- 
ingly I think perhaps there would 
not be the variance in the results. 
That would be just my own opinion 
offhand. 

*  Q.—Has the apportionment of ex- 
penses to the various classes of policy 
anything to do with the time it takes 
to catch up? <A.—It would depend, 
of course, upon the basis‘ adopted of 
the apportionment of expenses. 

Q.—These figures are given as at 
the end of the pol'cy year? A.—Yes. 

Q.—lIf you take your account with 
the policy at the end of the calendar 
year how would you expect to find 
that? Because Mr. Dawson has done 
that and I want to put his result be- 
fore you? A.—The reserves would be 
greater. 

_ Q.—And therefore the deficit would 
be greater and would take longer to 
overtake? ~A.—Yes. 

Q.—Mr. Dawson has given me these 
figures and you might look at them 
and see if you think they are approxi- 
mately correct. This is at the end 
of the calendar year. He takes the 
years in the case of the all life plan, 
first. second and third and he finds a 
substantial increase in the deficit at 
the end of the first three years. You 
would expect that, I suppose? A.— 
Oh, yes, the mean reserve, of course, 
in those policies will exceed the ter- 
minal. 

Q.—I will take this down subject to 
correction and have it upon the record. 
Taking the age 35, all life plan, at 
the end of the first calendar year, 


The accumulation is... $4 01 
Recérveree. ee 17 90 
WORE ee ee 13 89 


At the end of the second calendar 
year: 
The accumulation is... $23 89 
MLOROEV Out oo. oe een ee a 
Aric Weert Se cock gm 
At the end of the third calendar 
year: 
The accumulation is... $43 95 
Reserve 46°20 
Datei tere ers ee 2-25 


coe ere tore asoeese 


Then at the same age, a 20 pavment 
life. at the end of the first calendar 


year: 
Accumulation ......... $4 62 
TROSGr V6 Wee. cess cs Peck oees 26 90 
Deitite is ae. anos 
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At the end of the second calendar 
year: 


Accumulation ......... $31 98 
TUOSOLY Gio co as essa sles 50 20 
BJetiCiie otc. se oh eee 18 22 


At the end of the third calendar 
year: 


Accumulation ......... $60 O06 
TROSOL OME etal eo arcs ce sbuee 74 10 
PV GHGS eee eae kee 14 04 


At the end of the fourth calendar 


year: 


Accumulation ......... $89 47 
Reserrevs thas te. 98 60 
PIGHOIL Ta eek ae 9 13 


At the end of the fifth year: 


Accumulation ......... $120 29 
TROSOTV Gens tase ors Goes ox 129 90 
iD enelti es. tee Mee 3 61 


and it would catch up in the following 
year, the sixth. 


At the same age 20 year endowment, 
the first year: 


Accumulation ......... $20 12 
Fieserve, Ait toe ee 38 70 
Dolicitweracw aint. eas 18 58 
2nd year accumulation $62 04 
TLOSCEV Gna eens Says 74 30 
Mohei tacos waecccee as 12 66 
3rd year accumulation $105 36 
TLESOL VG tes. cose coca Dro 
DCUGIE artikel tec ee 5 74 


and we overtake that deficit in the 
fourth year. It becomes very 1mpor- 
tant from the standpoint from which 
we are now looking at the question, 
does it not, that the business should 
persist beyond these periods? A.— 
It is. always important that it should 
persist but I do not know just what 
the point is that you wish. 

Q.—It is not desirable that that pol- 
icv should drop out while it is still be- 
hind in its general account with the 
company, in the way we have taken it? 
A.—Taken in the way you have taken 
it; but of course there is a fund at the 
credit of that policy but that fund of 
course is less than the tabular reserve. 
It does not follow that by dropping 
out there is a net dollars and cents loss 
to the company. 
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Q.—Of course if it drops out after 
the payment of one premium there isa 
definite lossP A.—Taking this form, 
if he dropped out at the end of the 
first year he would have to leave that 
$2 behind him so that the company 
would not actually lose. 


Q.—He would have to leave that $2. 


behind him but you have forgotten that 
in the meantime the writing of his in- 
surance has cost a great deal more than 


he paid? A.—No, it is all included in 
these-charges. Here are all our ex- 
penses. We have provided for that 


and there is the sum left in hand at 
the end of the year providing for all 
tne expenses and the mortality cost. 


Q.—No, but surely, Colonel, if you 
have expended the whole of the money 
that he has paid as premium in the 
process of getting that insurance, you 
may have it as a matter of book-keep- 
inz by reference +o other considera- 
ticns, but you have not as a matter of 
dollars and cents got any of his money 
left? A.—On this assumption we do 
not spend all of his premium in that 
year. We take the actual experience 
of our company for the year 1905 and 
I applied it in that way in accordance 
with our profit and loss statement that 
we furnished you but we did not ex- 
pend the whole of the first year prem- 
lum in securing business. We had on 
that all life policy a fund at the end 
of the year of $2 which, of course, is 
very far short of the tabular reserve 
but still was a sum at the credit of that 
policy. ; 

Q.—With your permission I will put 
that statement in that you have been 
good enough to give us (Exhibit 178) 
I do not take up with Colonel Macdon- 
ald the question of State Insurance. It 
was, of course, right for my learned 
friend to do so, but I propose to take 
it up as a substantive inquiry. 

_ MR. KENT: Do you intend to take 
it up with the same companies we have 
gone over? 

MR. SHEPLEY: My idea is that be- 
fore the Commissioners conclude their 
labours I will present to them by way 
of documentary evidence and perhaps 
of cral testimony what is to be said, 
so far as I am able to gather it, upon 
the subject of state insurance. 

_MR. KENT: T have one other ques- 
tion to ask Colonel Macdonald. Are 
you of opinion that there is any room 
at the present day for any -additional 
life insurance companies in Canada? 
A.—I am not. We have not only 
enough but far too many companies in 
Canada to-day for the good of the 
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business. We have too much compe- 
tition to-day. 

Q.—Then you are of opinion that a 
close season for life insurance compan- 
ies would be beneficial to policyholders 
and prospective stockholders in these 
companies? A.—It would certainly 
be beneficial to the stockholders, I sup- 
pose, as well as to the policyholders, 
particularly in these young companies 
that are to-day, as I said before, 
struggling for their existence. It 
would probably benefit the policyhold- 
ers in the old companies to be secured 
from any increased competition which 
naturally would be brought about by 
the formation of more companies. 

Q.—Is it not a fact that a consider- 
able portion of the ever increasing ex- 
pense is due to the persistent efforts 
of new companies to get new business, 
or to get old business away from com- 
panies already in existence? A.—I 
do not want to cast any reflections 
upon new companies, but they are sub- 
jected to difficulties in getting business 
that do not obtain in the old companies 
and they have to adopt means some- 
times to get business, in the way of 
larger commissions and so forth which 
the old companies are not compelled to 
do. . And, of course, the more com- 
panies of that kind you have the keen- 
er the competition and the greater ten- 
dency of course, to increased cost. 


Q.—Would it not be an advantage to 
life insurance generally if proper 
tables of mortality were prepared to 
correspond more nearly with the ac- 
tual mortality than any of the tables 
now in useP A.—No, I think the 
tables now in use are sufficiently re- 
liakle guides. Any table that you may 
employ will not be an accurate gauge 
of the mortality in the future. There 
are bound to be variations in the rate 
of actual mortality as compared with 
any table you may employ; as there 
will be also variations in the rate of 
interest which the company will be 
able to earn and in the expense ratio. 
They are factors that are variable and 
cannot be definitely and accurately 


. measured, covering periods of 10, 15, 


20 years, or even half a century as has 
to be done in making computations in 
connection with life imsurance con- 
tracts. 

Q.—Then in your opinion the tables 
of mortality are something like ships’ 
compasses that do not agree with each 
other or with the true points of the 
compass, but when the variation is 
known and allowed for it is just the 
same as if they were apparently at 
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rest? A.—Just the same; there is 
no difference in the end. 

MR. SHEPLEY: Subject nae to 
the same contingencies as I have stated 
in other cases, I have closed the inves- 
tigation into the affairs of the Confed- 
eration Life. I will put in first, how- 
ever, a memorandum that Colonel Mac- 
donald has just given me and a recom- 
mendation that he made with respect 
to going back to the old policies for 
the purpose of introducing the amelior- 
ating provisions. It seems to be very 
complete. He has made his report and 
we have the minutes of the Board from 
time to time until it was adopted and 
then we have also a statement made by 
him in writing at the time of the par- 
ticular case which brought the matter 
to his notice. That I put in as one 
exhibit (No. 174). 

Then this is a detailed statement of 
monies paid to stockholders and policy- 
holders, with totals (Exhibit 175). 

(Adjourned to 2. p.m.) 


AFTERNOON SESSION. 


CANADA LIFE INSURANCE COM- 
PANY. 


—Resumed at 2 P.M., May 30th, 
1906. 

—MR. SHEPLEY: MI propose to 
take up the Canada Life Assurance 
Company. 

—The following counsel appears for 
the Canada Life Assurance Company: 
A R. Bruce, K.C.; Wallace Nesbitt, 
K.C.; and L. McCarthy, K.C. 

HONORABLE GEORGE A. COX, 
sworn, examined by: 

MR. SHEPLEY: Q.—You are the 
President of the Canada LifeP A.— 
Yes sir. 

Q.—And you have been since when? 
A.—1900. 

Q.—Your connection with the com- 
pany has been of course much longer 
than that? A.—Since 1862. » 

Q.—What connection did you form 
with the company in 1862? A.—Be- 
came agent of the company at Peter- 
boro. 

Q.—Were you agent for a district 
or section of the country or just a lo- 
cal agent for the town of Peterboro? 
A.—A loca] agent for the town of Pet- 
erboro at first; at a later date I be- 
came general agent for the district. 

Q.—About when did you take the 
agency for the district, about how long 
after 1862? A.—The district was en- 
larged from time to time, one or two 
counties at a time, I should think it 
would be 5 or 6 years after I first 
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joined the company as local agent that 
I began to get my district enlarged. 
Q.—How long did you remain dis- 
trict agent, if that is the appropriate 
term P A.—Until I should think 
about 1896 or 1897, somewhere along 
there, not very long before I became 
associated with my son as general 
agent or manager for the Hastern On- 


‘tario Branch, until a few years before 


I became a director of the company, 
and later President. 


Q.—I gather from what you have 
just said when you gave up the Dis- 
trict agency your son succeeded you? 
A.—Yes sir. 


Q.—Which son is thatP A.—In 
the first place it was my eldest son, 
EH. W. Cox was associated with me 
in the management of the general 
agency, and afterwards he became as- 
sistant general manager, and my youn- 
gest son became associated with the 
general agency. 


Q.—That is the general agency of 
the district? A.—Yes sir. 

Q.—And that Association, call it 
that for the present, that Association 
continued until you went upon the 
Board? A.=—Yes ‘sir, and) J. think 
after I went upon the Board, I think 
SO. 

Q.—And you finally severed your 
connection with the district agency 
when, in connection with what event? 
A.—When I became President, I think 
that would be correct; I am not quite 
sure as to that. 


Q.—When you first became attached 
to the Company you have told us you 
became attached in the capacity of lo- 
cal agent for the town of Peterboro? 
A.—Yes sir. 

Q.—Was that by virtue of some con- 
tract, were the terms in writingP dA, 
—I do not think there was any writ- 
ten contract of my appointment unless 
it was a letter from the General Man- 
ager of the Company, Mr. Ramsay at 
the time. 

Q.—You do not recollect about that? 
A.—I do not recollect of any docu- 
ment, I have no doubt the minutes will 
show all that, will show my appoint- 
ment as a local agent. 

Q.—And perhaps will show the terms 
of your appointment? A.—Yes, that 
will be in the records of the company 
some place, 

Q.—Are there any subsequent con- 
tracts during the time that you were 
either local agent or district agent that 
have been preserved and that are avail- 
ableP A.—I am not aware of any un- 
less it would be letters from Mr. Ram- 
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say that would be in the files; I am 
not aware of any written contract un- 
less it would be by letter. 

Q —Speaking generally and not now 
with reference to specific figures, upon 
what terms was your employment ori- 
ginally? A.—The terms originally I 
think were 10 per cent. commission. 

Q.—I was not so particular for the 

moment as to that, you were originally 
employed as agent upon commission ? 
A.—Yes sir. 
_ Q.—Not salaried? A.—Not salar- 
ied at that time. When I became 
general agent I had an allowance in 
addition to the commissions. 

Q.—You commenced then upon com- 
missions? A.—Yes. | 

Q.—And four or five years after- 
wards when you became general agent 
for the district an allowance was added 
to the commissions in respect of that? 
A.—Yes sir. 

Q.—Again speaking generally was 
there any alteration in the scope and 
field of your duties when you became 
district agent, general agent? A.— 
Yes, the field became enlarged from 
time to time and the duties became en- 
larged. After some years the renew- 
als were all collected, the agents in the 
district remitted to me at Peterboro, 
became an Eastern Ontario Branch and 
the duties extended. i ‘ 


Q.—When you became district agent 
you had sub-agents under you through 
the district?’ A.—Yes. 

Q.—Were those sub-agents your ap- 
pointees, or appointees of the com- 
pany? A.—Appointees of the com- 
pany, recommended by me for appoint- 
ment; every appointment I made was 
subject to the approval of the Board. 

Q.—Was there any direct communi- 
cation and relation between the sub- 
agents and the head office in respect 
of their remuneration, or did that de- 
pend upon you? A.—That depended 
upon me, but as I said before, subject 
to the approval of the Board; every 
appointment and the terms of the ap- 
pointment was reported to and ap- 
proved of by the Board. 


Q.—I was immediately asking you 
with respect to the payment of these 
agents, how was that_arranged, did 
their remuneration come out of your 
commissions? A.—Yes sir, it came 
out of my commissions. 

Q.—You received certain commis- 
sons in addition to the fixed salary 
you speak about? A.—Yes sir. 

Q.—And you were supposed out of 
that to pay the sub-agents? A.— 
Yes sir. That was not-called a sal- 
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ary, it was called an allowance for 
travelling. 

().—In the nature of an allowance 
for expenses perhaps? A.—Yes. 

Q.—The appointments of the sub- 
agents would, as you have said, be 
made by the Board upon your recom- 
mendation, or if you made appoint- 
ments they would be subject to the 
Board’s approval? A.—yYes sir. 

Q.—I suppose as a fatter of prac- 
‘ice you were left pretty well to sel- 
ect your staff? A.—Yes, almost ex- 
clusively, I may say exclusively. 

Q.—I was just asking you substanti- 
ally, I suppose you were not hampered 
much in your choice of your own sub- 
agents? A.—No sir I was not. 

Q.—You had such men gather about 
you in the service of the company as 
were best suited to the objects you had 
in view? A.—A good many of them 
were agents of the company for that 
district before my appointment as gen- 
eral agent; some of them remain yet. 

Q.—And when their territory would 
be included in the larger district they 
would come under your jurisdiction? 
A.—yYes, and report to me at Peter- 
boro instead of reporting to the head 
office direct. : : 

Q.—When there was this annexa- 
tion of territory and when you had to 
cover the field by sub-agents was there 
a substantial increase in the commis- 
sions which you received? A.—Yes 
sir, the commissions increased from 
t'me to time. 

Q.—You have told us you commenced 
at ten per cent., I take that to mean 
ten per cent. upon all collections? A. 
—Ten per cent. on the first premiums. 

Q.—Those were the golden days of 
life insurance? A.—Yes sir, it was 
when you had to work hard to make 
your bread and butter. 

Q.—With respect to renewals how 
were commissions in those early days? 
A.—I got 74 per cent., out of which I 
had to pay the local agents, and as a 
rule they were paid 5 per cent. 


Q.—With respect to the first year’s 
premium, supposing the local agent 
hed got a risk there how would he 
be paid in those days? A.—I do not 
quite understand you. 


Q.—You say that in respect of re- 
newals you paid a portion of the 7% 
per cent. to the local agents in cer- 
tain cases? A.—Yes sir, 5 per cent. 
as a rule. 

Q.—Where the. insurance was ob- 
tained through a local agent was he 
entitled to a portion of the first year 
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— A.—He would get the first year 
commission, I do not remember just 
how the commission increased, but 
probably by that time I would have 
received 15 per cent. or perhaps 20 
per cent. and the local agent would 
get a portion of the first year, or per- 
haps the whole of the first year’s com- 
mission and 5 per cent. of the renew- 
als. : 

Q.—Had you practically the fixing 
of the rates of commission which the 
local agents or sub-agents were to re- 
ceiveP A.—Yes sir. 

Q.—You made your own bargains 
with them and you were not hamper- 
ed, as you have told me, your bargains 
were uniformly probably confirmed by 
the Board? A.—yYes sir; I do not re- 
member of any case where they were 
not. 

Q.—Then just again speaking gener- 
ally, because one does not want to go 
too much into details, the rates of com- 
mission upon premiums of insurance 
rose from that time on and had reach- 
ed a very larger figure when you ceas- 
ed to hold the agency? A.—Yes, very 
much larger; that became the case 
with all the companies, the competi- 
tion was such that— 


Q.—I should like you to give the 
Board an idea as to the periods of 
i:crease so that they may have some 
idea of how from time to time the rates 
of commissions have advanced? A.— 
I would not be able to do that from 
memory, I could get that information 
to-morrow morning or for the next sit- 
tinz. 

(’ —You could get that information 
exactly? A.—Yes, I think so. This 
is the terms of the appointment when 
we removed the head office of our 
branch to Toronto, and when a portioa 
of Western Ontario was added to ur 
Eastern Ontario Branch. (Reads 
memorandum of the terms of the ap- 
Fae which was filed as Exhibit 
176, 

Q.—This (Exhibit 176) is an oxtract 
from that meeting of the Board of th» 
date 30th May, 1887? A.—That would 
be the time we removed from Peter- 
bore to Toronto. 

Q.—That is the Wastern Ontario 
Branch? A.—Yes. The headquarters 
had been at Peterboro ot the oranch, 
and at that time it removed to To- 
ronto. and those are the condit‘ons. 

Q.—Had your son become associat- 
ed with you at this date or were you 
he yourself? A.—My son who is nove 
‘te General Manager had become ac- 
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scc:ated with me at that time vefor> 
T cuuze here. 

Q.—The letter was written to vcur- 
self and thcre is no reference in it to 
anybody being associated with you, 
but as a matter of fact you say your 
son was? A.—The latter paragraph 
speaks of the managers. 

‘3.—Do you mean your son was pari- 
ner in the Agency? A.—Yes, *t was 
Cecige A. and EK. W. Cox, shat was 
the name of the firm. 


@.—Was the firm recognized 4s the 
agents or were you recognized as the 
agent of the companyr A.—The firm 
was recognizea, and the business was 
dcne as I say under the nam; of 


George A. & E. W. Cox, Maiigss F. 


O. Branch. 


Q.—To go back to where we were 
‘his paper was produced, can you te!! 
me whether between 1862 and 1837 
there had been gradual advances or 
any advances in the rate of commis- 
sions? A.—I think there had e31, 
I am pretty sure there had been. but 
I cannot recall the date, but I can 
provide that information for you. 


Q.—I do not want it accurately, I 
just want you to give a broad and gen- 
eral idea of the growth in the rate of 
commissions during the earlier years; 
this covers a period of 25 years? A. 
—yYes. 


Q.—1887 may perhaps be spoken of 
as the medium years? A.—I should 
judge the commissions before we came 
to Toronto would perhaps be 30 per 
cent., and then when the district was 
enlarged and the duties increased ai 
imagine that there was an increase 1n 
the commissions. _ 

Q.—That 30 per cent. had, I sup- 
pose, been reached by gradual pro- 
cesses of growth from the ten per cent., 
the original commission? A.—Yes 
sir. 

Q.—Extending over a very consider- 
able number of years? A.—206 years. 


Q—We perhaps will commence with 
this, which I have ventured to speak 
of as the medium period having re- 
gard to the rates of commission; the 
first provision is that the company 1s 
to provide office accommodation? A. 
—Yes. 

Q.—Does that apply to local agencies 
outside of Toronto, sub-agenciesP A. 
—In some cases the company allow ex- 
tra for some of the outside offices; I 
do not recall at the moment any case 
but that of Ottawa; Ottawa is an im- 
portant agency, and a portion of this 
rent is paid by the company and a por- 
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tion by the agent; there may be some 
others of a smaller amount. 

Q.—The office accommodation re- 
ferred to in this memorandum is pro- 
bably intended to mean the office ac- 
commodation at Toronto? A.—Yes, 
at present occupied by the branch. 

Q.—At that time had you a very con- 
siderable staff, yourself I mean in your 
agency or branch? A.—lI think there 
would be a staff—you are speaking of 
the inside staff, or the field? 

Q.—First the office staff? A—I 
should think six or seven or eight, I 
am not sure I am correct in that, it 
would be somewhere in the neighbor- 
hood of ten, not very much above or be- 
low 

Q.—Your field staff was much lar- 
ger? A.—Just all the men I could 
get to work. 

Q.—What was your field to which 
this agreement was applicableP A.— 
It was all of Ontario east of Toronto 
ana a portion of northwestern Ontario 
taking in everything to the north of 
the C. P. R., that is the Owen Sound 
line, that was the dividing line, I 
think, running out from Toronto, all 
to the right of that, northwestern On- 
tario. 

Q.—All to the right as you go to 
Owen SoundP A.—Yes. 


@.—That was included in the Eas- 
tern Ontario Branch? A.—Yes, and the 
city of Toronto. 

Q.—And you had all of Ontario east 
of.TorontoP A.—Yes sir. 

Q.—The next provision is the neces- 
sary clerical staff to be appointed by 
the Board on the recommendation of 
the local managers and the company 
to fix and pay the salaries of such 
staff, that is the clerical staff, not paid 
by commissions but paid by salaries? 
A.—The jinside staff are altogether 
paid by salaries. 

Q—Their salaries were not only to 
be paid but to be fixed. by the Board; 
that was of course before the company 
moved its head office to Toronto; it 
was then at Hamilton, the head office, 
if OST a AY OR: 


Q.—And the Board held its meetings 
of course at Hamilton? A.—Yes sir. 
Q.—Then the next provision is a 
commission of 35 per cent. on the first 
year’s premium on all new business 
paid for to be allowed? A.—Yes sir. 
Q.—That is where the commissions 
were actually received by the company, 
35 per cent. of them were to be allowed 
to you and your son, to your firm by 
way of commission ? A. —=Yes Sir. 
Q.—There is nothing said here at all 
with regard to your field agents, but I 
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suppose what you have said before ap- 
plies to them under this agreement, 
that is that you. made your own ar- 
rangements with them out of the'com- 
missions which you received? A.— 
Yes sir, and by that time I would have 
very likely salaried men working in 
the field too, but that all had to be 
paid out of the 35 per cent. and the 
renewal commissions. 


Q.—Where you paid your field 
agents by commissions under this 
agreement, taking the earlier years, 
the years while it was in force rather, 
about how much of your first year’s 
commission would you give up to them P 
A.—That depended altogether upon 
the success of the men; in some cases 
I would give them more than the 35 
per cent., because I would have the 
24 per cent. renewals. is 

Q.—The commission of 734 per cent. 
upon all renewal premiums paid at 
agencies in the branch out of Toronto 
to be allowed? A.—Yes sir. 


Q.—That is where your field or lo- 
cal agents collected the renewal com- 
mission you got 74 per cent., and you 
again arranged the terms of sharing 
that with your sub-agents? A.—Yes 
sir. 

Q.—When the renewal premiums 
were paid not at local agencies but 
at the office at the branch here at Tor- 
onto the next paragraph provides that 
for four years there was nothing to be 
allowed? A.—yYes sir. 

Q.—Do you recollect the reason for 
suspending commissions for the four 
years? A.—It was because the retir- 
ing. agent, Mr. Henderson, got an al- 
lowance from the company. 

Q.—Mr. Henderson had been the 
agent and he was retiring? A.—The 
company paid him a certain amount of 
money, I do not know how much. 

Q.—He was to be paid a certain 
amount of money for four years, did 
you understand P A.—No, he was 
paid a certain amount I think and for 
four years no commissions were to be 
allowed to the new appointees to cover 
that expenditure by the company, 
whatever it was. 

Q.—In other words he was being dis- 
pensed with at an expense to the com- 
pany, and the company took this 
means of recouping itself to that ex- 
tent? A.—yYes sir. 

Q.—What terms were you on, if any 
with the company at that time with 
regard to the commissions in respect 
of past business elsewhere than in Tor- 
onto? ~ A.—AIl the business of the 
district which I have named, the 35 
and 7% per cent. applied to it, all re- 
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newals and all new premiums collected 
in that district, even if they were paid 
at the head office direct. 

Q.—So long as they were in respect 
of business written in that district? 
A.—Yes sir, belonging to that district. 

Q.—In respect of the Toronto renew- 
al premiums after the four years you 
were to«receive 24 per cent? A.— 
Yes sir. 

Q.—Then there was this allowance 
for travelling and other outside ex- 
penses, that was a fixed sum of $1,500 
per year? A.—That was the same as 
\t had been before we came to Toronto. 

Q.—Then the 7th paragraph, ‘‘The 
appointment of the managers of the 
branch,’’ that would be your firm? A. 
—Yes sir. 

Q.—Yourself and your son? A.— 
Yes. : 

Q.—‘‘The appointment of the man- 
agers of the branch to be like that of 
all other officers, during the pleasure 
of the Board, and subject to three 
months’ notice of any change upon 
either side?’ -A.—Yes sir. 


Q.—At any time either the company 
or your firm might terminate the 
agency by giving three month’s no- 
tice? A.—That was the agreement, 
but of course it is not the usage of the 
company where an agent has repre- 
sented them for a good many years, 
appointments like that are not can- 
celled without a recognition of the 
rights of the agent to the commissions ; 


that has been the practice invariably. 


Q.—Speaking strictly they would 
have the right to exercise their pleas- 
ure under these terms of this contract? 
A.—Yes. 

Q.—But you say that would not be 
done, probably it would not be policy 
on the part of the company to alien- 
ate a good agent in view of the busi- 
ness he controlled? §A.—In justice 
to the agent it would not be done un- 
less there was some offence, some 
crime, something decidedly wrong. 


Q.—Was that the working agreement 
between your firm and the company up 
to the time you went upon the Board, 
or was there any change in that? A. 
—I could not answer that definitely 
now, I think that the commissions 
were changed between 1887 and 1900, 
I am pretty sure they were. 

Q.—Shall we be able to get that de- 
finitely? | A.—Yes sir, without any 
difficulty whatever. 

Q.—Can you recollect now what 
changes were made in the commissions ? 
A.—I would think that they would be 
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upon a basis of say 50 per cent. grad- 
ed. 

Q.—When you say graded?’ A.— 
That is there are different classes of 
insurance upon which the commissions 
are higher; it might be 60 per cent., ~ 
I would not like to speak from mem- 
ory, but I will get you the exact day 
and date. 

Q.—You think the commissions 
would have been raised between that 
and 1900 so that they would probably 
average after grading them up about 
50 per cent.P A.—Yes. 


Q.—That is as to first year prem- 
iums; as to renewals? A.—7} _per 
cent., there has been no change in 
the renewals from the first appoint- 
ment so far as I can remember. 

Q.—Any change in the renewal pre- 
miums in respect of premiums paid 
at the Toronto office, that is 2} per 
cent.P A.—They became on a 23 per 
cent. basis at the expiration of the 
four years, and there has been no 
change since. The General Manager 
reminds me the branches are all on 
the same basis. 

Q.—This is given to me, and the first 
page is: ‘‘Commissions for 1900, life’’ 
— A.—60. 

Q.—What is A.P.? 
tive policy. 

Q.—That is deferred dividend pol- 
fev. oA) eS. 

Q.—60 and quinquennial distribu- 
tion. 55?  A.—Yes: 

Q.—Five payments? A.—Five pay- 
ments is 60, ten payments 20 and 15— 

Q.—We need not read this at pre- 
sent— A.—The actuary says prior to 
that it was 40 per cent. flat. 

Q.—But speaking generally that is 
what you had in your mind as hav- 
ing regard to the grading being prac- 
tically 50 per cent.? A.—yYes. 

Q.—Then with your permission I 
will detach that and file it as an Ex- 
hibit? A.—Very well. 

Memorandum of commissions just 
referred to marked as Exhibit 177. 
.Q.—I assume you are sufficiently 
familiar with the history of the Can- 
eda Life to tell me something about 
i‘s capital stock? A.—Yes sir. 

Q.—The company was crganized un- 
der an Act of the late Province of 
Canada passed 25th April, 1849? A. 
—A deed of settlement in 1847, and an 
Act of Parliament in 1849. 

Q.—That information has not been 
furnished to us; there was a deed of 
settlement? A.—Yes; it is recited in 


A.—Accumula- 


‘the statute. 
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Q.—And the authorized capital was 
how much? A.—QOne million dollars, 
it was £50,000 at first, and shortly 
increased to £200,000. 

Q.—£200,000 currency? A.—Yes. 

Q.—The shares I think were $400 
sharesP A.—Yes. | 

Q.—And they are still $400 shares? 
A.—Yes. : 

Q.—Do you happen to remember 
how much capital was originally paid 
up? A.—$125,000 was paid up during 
the first few years. 

Q.—There is an interesting historical 
statement of it here to which I wish 
to call your attention; if you turn to 
the Tast page (refers to statement 
which is now marked as Exhibit 178) ; 
in 1848 there seems to be cash paid 
in to the extent of $2,000? A.—Yes. 

Q.—In 1849 another $2,000 paid in? 
A.—yYes sir. 

Q.—There does not seem to have 
been any more capital paid in in cash 
until 18567) -tA;—Yes sir, 524,787.50: 


Q.—Do you happen to remember 
whether this company—you would not 
perhaps know originally, but you can 
perhaps tell from your knowledge of 
the company—did this company from 
its inception lay aside a reserve, pro- 
vide a reserve? A.—Qh yes. 

Q.—From the beginning? A.— 
Yes, an adequate reserve for the rate 
of interest then being earned. 


Q.—Do you happen to remember 
on what rate of interest, or have you 
heard on what rate of inerest the re- 
serve was computed? A.—TI think on 
a 6 per cent. basis at first. 


Q.—And upon that basis an adequate 
reserve was laid aside from the very 
beginning of the company? A.—l 
assume so; I had no connection with 
the company then. 

Q.—I am only asking you to tell me 
so far as from information you have 
acquired ? A.—I can get that de- 
finitely for you; I can give you the 
exact figures; perhaps the actuary has 
it now. 

Q.—Lf the’.can state the fact?) A .— 
The reserve was put up on a 6 per 
cent. basis. 


Q.—I see that in 1849 the company 
had done so well that it was able to 
declare a bonus or a dividend upon its 
capital stock, which was then, includ- 
ing what was paid in in 1849, $4,000, 
of $1.000, that is 25 per cent.? A.— 
Yes. I have no doubt that is correct; 
the figures are taken from the books 
of the company. 
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@—And that bonus seems to have 
bezn. applied in additional payment 
upon account of the stock itself? A. 
—Yes. 

Q.—Then in 1850 a similar bonus of 


$2: OOP) “WAS ay es: 
Q.—In 1851 a similar bonus of 
S2:500 7 6 they es. 


Q.—1852 $3,500? A.—Yes. 

Q.—1853 a bonus of $5,000? A.— 
Yes. 

Q.— 1854 a bonus of $7,000? "A. 
Yes. 

Q.—1855 a bonus of $8,350? A.— 
Yes. 

Q.—All these bonuses were applied 
as payment upon the capital stock? A. 
—-Yes sir, I think I would be correct 
in saying that during that time no 
dividend was paid to the shareholders. 


Q.—No dividend other than this? A. 
—No; that is my impression but I am 
not sure. 

Q.—In those few years less than ten, 

the $4,000 had grown by all these bon- 
usésP- A.—-Yes"sir. 
_ Q.—From your knowledge of the bus- 
Iness of life insurance would you be 
able to say whether that state of things 
did or did not indicate that there was 
no necessity so far as the business was 
concerned of putting in further capi- 
tal, you had an adequate reserve pro- 
vided, you were flourishing, you had 
appreciated your capital stock by 700 
per cent. or thereabouts—I mean by 
you the company—can you see any ne- 
cessity for the operations of that com- 
pany bringing more capital inP A. 
—You must remember that during all 
that time the shareholders credit was 
pledged for one million dollars and 
without that they would not be able 
to do business. 


Q.—I quite accede to that, but I am 
speaking now of any immediate neces- 
sity by reason of the conditions of the 
company and its operations and busi- 
ness for bringing in additional money 
immediately? A.—I think the posi- 
tion of the company would be improved 
and strengthened by bringing it in at 
that time or any subsequent time. 

Q.—I would be inclined to entirely 
agree with that, but I am rather con- 
cerned now with the question as to 
whether in regard to maintaining the 
solvency of the company and the satis- 
factory nature of its operations it was 
necessary to bring in money? A.—I 
dc not suppose it was necessary, be- 
cause a mutual company could do bus- 
ness but I think it was desirable and 
in the interest of the company—I can 
remember myself in canvassing for bus- 
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iness if it had not been for the capi- 
tal I would not have been able to get 
the business at all. In the early his- 
tory of the company the figures were 
so exceedingly small and the credit so 
low that it was only the subscribed 
capital of a million dollars that kept 
it open. ‘The business itself was very 
small. If you look at the figures that 
were— 


Q.—I am afraid I cannot allow you 
to depreciate your own efforts? A.— 
If you look at the figurés you will see 
the business that was being done was 
small; we have more in one week now 
than was done in a year then. 

Q.—But everything was on a per- 
fectly sound financial footing? A.— 
A great many people did not think so. 


Q.—Enough people insured with you 
to make $20,000 in ten years on $4,- 
000 in addition to providing a reserve 


and setting aside profits for the policy-: 


holders; however the figures will have 
to speak for themselves. We have had 
the case of one company which had 
power to mutualize itself, which power 
it never exercised. Assuming your 
company had the power to mutualize 
itself, and desired to mutualize itself, 
it could very well have done it any- 
where about 1854 or 1855, is not that 
fair? A.—I do not sufficiently re- 
member the figures at that time to an- 
swer that definitely; it would be ex- 
ceedingly small. 


Q.—Is it necessary to answer that 
to have more figures than those that 
ars before you and the knowledge that 
an adequate had been laid up, and 
that the participating policies were re- 
ceiving profits? A.—I think if at that 
date there had been an effort to mu- 
tualize the company and do away with 
the million dollars of subscribed capi- 
tal that the company would have gone 
into liquidation, from my knowledge of 
the company ten years later that would 
have been the case. 


().—I want to ask you about that, 
because that may be in the delibera- 
tions of the Commission very impor- 
tant, why do you say that? 
cause the security that would be offered 
to tha public would not be sufficient 
to induce them to take a policy in the 
company. I can remember— 

@.—Piease let me stop you there; 
sre not there highly successful com- 
panies which have always been run 
upon the mutual principle? A.— 
That may be so, but not in those years. 


. Q.—Not in the early years? A.— 
No. 
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(.—You may be quite right about 
that, do you say then that the insuring 
public was looking to the backing of a 
large capital stock in those years? A. 
—Yes sir, I am quite sure that they 
were. The business was exceedingly 
small, perhaps three or four hundred 
thousand dollars a year of total insur- 
ance effected, and an income of a few 
thousand dollars, the assets a few hun- 
dred thousand dollars, and insuring 
at that time in competition with the 
Life Association of Scotland and the 
Edinburgh Life and other companies 
with whom we were competing, we 
would not be able to get business at all 
if we had not had some substantial 
figures to show, and even then we used 
to get policies of $500 and $1,000; you 
would hardly get any person to take 
more than a three or four thousand 
dollar policy, and most of them $500 
apd $1,000. 

Q.—A small policy was a pretty gen- 
eral thing in those years in all the - 
companies in Canada? A.—That is 
true, but at the same time there were 
companies doing business with large 
figures, large capital and large assets, 
the Scottish Provincial, the Edinburgh 
Life, and the Life Association of Scot- 
land, and companies of that kind we 
were in competition with; I can remem- 
ber quite well in my early years— 


Q.—Those were not mutual compan- 
ies? A.—No, they were stock com- 
paries, 

Q.—And they had large stockhold- 
ings behind their enterprise? A.— 
Yes, and there was no mutual company 
in existence in Canada at that time. 

Q.—I want to have you eliminate 
that, to assume that without the capi- 
tal behind the insuring public would 
have had the necessary confidence to 
continue insuring. as they subsequently 
did, so far as the financial condition 
of the company was concerned it would 
have been possible to mutualizeP A. 
—l do not think it would have been 
possible to mutualize that company at 
that time; it could be done now. ; 

Q.—Supposing you could substitute 
for the backing of capital public con- 
fidence which would have carried you 
just on the wave which did carry you, 
you did not need any more capital at 
that time? A.—I suppose you would 
be correct in saying that, but I still 
wish to adhere to the statement that 
at that time— 

Q.—I am not taking you away from 
it; I want to substitute public confi- . 
dence in your company for the back- 
ing of capital stock, and with that pub- 
lic confidence you could have done just 
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the same business that you did? A. 
—Yes, I have no doubt_you could say 
that. 

Q.—In 1856, and that I suppose you 
can only know from hearsay, buteif you 
do know from hearsay I would like to 
have you tell me about it, the share- 
holders commenced to pay in more 


money P A.—The shareholders com- 
menced— . 
-—Mr. Nesbitt asked Mr. Shepley to 


allow Mr. Bruce to make a statement. 
Mr. Shepley consented. 

MR. BRUCE: Q.—About 1860, or 
1861 or 1862 the late Hon. Donald Mac- 
donald, who was one of the Legislative 
Council of Canada at that time, insti- 
tuted proceedings against the company 


and in. fact brought such action 
against the company that it 
almost. tottered to its fall; it 


was a serious question with Mr. Ram- 
say whether the company should not 
give up business; and that is at a 
later period than you are speaking of. 

MR. SHEPLEY: I am quite content 
that a statement of that sort should 
be made, of course. 


Q.—We will come back to this, Mr. 
Cox, apparently in 1856 the sharehold- 
ers commenced to pay in money, and 
the allocation of bonuses continued un- 
til in 1865 $125,000 had been paid up? 
A.—Yes. 

Q.—In 1865 $125,000 had been paid 
up, and of that $63,573.50, including 
the original $4,000, had been paid in 
cash, and the balance, or $61,426.50, 
had been paid, realized out of profits ? 
A.-—Yes sir. 

Q.—If you will turn back to the 
first page of the statement you will see 
the statement made there that in 1900 
it was decided by the shareholders to 
call up the balance of the capital stock, 
which was accordingly done as per 
copy of resolution of the Board attach- 
ed, Exhibit number 1, and payments 
were made as follows’’—you were then 
I think President of the company? A. 
—Yes. 

Q.—And you are.able of course to 
speak with more certainty with respect 
to events so modern as that? A.— 
Yes. 

Q.—The resolution is attached, and 
we will look at the terms of that first: 
On the 29th October, 1900, John Hos- 
kin. seconded by Mr. Walker, moved, 
and it was resolved, That the unpaid 
capital stock of the company is hereby 
called up,’’ ete. (Reads resolution, 
which is part of Exhibit 178.) Then 
in pursuance of that a circular was 
sent to each of the shareholders; what 
was the reason in 1900 for calling uv 
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the remaining $875,000 of this stock; 
there was an uncalled liability of $875,- 
000 upon the shareholders? A.—At 
that time we commenced to extend out 
business to the United Kingdom, and 
further extensions in the United 
States, and it was the opinion of the 
directors that the position of the com- 
pany would be strengthened and im- 
proved by the payment in full of the 
million dollars of capital. That ol 
think is one reason. Another reason 
is that under our Insurance law and 
the putting up of our reserve if we 
had not that million dollars to fall 
back upon we might be all the time 
along the verge of bankruptcy; the 
dividing of our surplus at each quin- 
quennial period brought us just to the 
verge of perhaps two or three hundred 
thousand dollars; a shrinkage of two 
or three hundred thousand dollars in 
our assets of twenty-five to thirty mil- 
lions of dollars, a very small shrinkage 
would do it, would put us in the posi- 
tion where the Insurance Department 
might ask us to suspend business. 


Q.—Of course whatever alarms may 
have been felt upon that point it is 
hardly necessary to say that they were 
not realized? A.—They were not rea- 
lized, but they might, and this was to 
prevent them being realized. 

@—You over-run the Government 
requirements in the matter of reduc- 
ing the rate of interest upon your re- 
serves ? A.—Not on our business 
prior to 1900; our business from 1900 
down to this time we hold our reserves 
upon a three per cent. basis. 

Q.—That is your reserves upon the 
business written since the law came 
into force has been written upon the 
lower rate of interest? A.—Upon 
tw. per cent. instead of 3}. 

Q.—In respect of the business prior 
to that have you done anything yet? 
A.—Yes sir, we have, we have put it 
all upon a 33 per cent. basis, that is 
perhaps what you mean by saying we 
over-run our requirements? 

Q.—Yes? A.—We did not take the 
time required, but if we had taken the 
time the surplus would have been di- 
vided; we could have held the surplus 
of course without dividing. 

Q.—At all events you have done 
that, you have in respect of business 
written prior to 1900 anticipated the 
requirements of the statute by writing 
up your reserves to the 3} per cent. 
basis? A.—Yes. 

Q.—And you have in respect of all 
the business since created reserves upon 
the lower rate of 38 per cent? A.—Yes, 
sir. 
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Q.—If you could not have put up 

these additional reserves without an in- 
crease in your capital then the putting 
up of the reserves out of the increase 
of capital would show impaired capital 
in your returns, would it not? A.— 
I do not think I follow you. 
_ Q.—If it was necessary to have this 
increased capital in order to provide 
for the additional reserves— A.—It 
was not, that has nothing to do with 
the reserves; the increased capital has 
nothing whatever to do with the re- 
serves. 

Q.—Then we are quite agreed about 
reserves; then when I ask you what 
reasons there were for requiring an 
increased capital, what you stated to 
me, as a second reason, was that the 
Government requirements—if you had 
not the additional capital—keeps you 
somewhat on the verge of bankruptcy P 
A.—Let me explain; when we take our 
last annual meeting, at our last divi- 
sion of surplus at the end of 1904, in 
putting up the reserves and in mak- 
ing the distribution as we did to the 
policyholders we had left about $300,- 
000 of surplus;'a shrinkage of 2 per 
cent. in our assets would have left the 
conipany $300,000 less than enough to 
put up the reserves. 

Q.—Has the policy of bringing an 
influx of capital anything to do with 
the change in the rate of reserve? A.— 
Not necessarily any connection with it, 
but it was a great advantage to have 
the million dollars; if our securities 
shrank now to the extent now of a 
million dollars it would be provided 
against by the million dollars of capi- 
tal, while if a million dollars of capi- 
tal was not there the Insurance De- 
partment would call upon us to sus- 
pend business. 

Q.—Because by the putting up of the 
reserves upon the lower rate of inter- 
est you would have brought yourself 
to the verge of the arbitrary insolvency 
created by the Act? A.—Yes. Another 
important: matter is the policyholders 
have no interest, are not affected by 
the paid-up capital. Under our Act 
of Incorporation 90 per cent. of the 
profits go to the policyholders and ten 
per cent. to the shareholders, and so 
it does not matter whether the capital 
was $125,000 paid up or a million dol- 
lars paid up, the shareholders do not 
get any more on the million dollars 
than they would on the $125,000, ex- 
cept the interest on their own $875,- 
009 that they pay in. 

Q.—May this perhaps be said in re- 
ply to that, that if your are obtaining 
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ten per cent. of the profits for a capi- 
tal of $125,000 it is much more likely 
to attract attention than if you are 
only getting ten per cent. of profit to 
divide among a million of stock? A. 
—That is quite correct, but it does not 
change the fact that the shareholders 
are entitled to ten per cent. Many 
of the old English companies that 
stand so high they get a very much 
larger than ten, and the shareholders 
in this company originally got 25 
per cent. of the profits. 

Q.—Was there any other reason un- 
detrying the policy of the company in 
calling up this stock than those you 
have mentioned? A.—No sir. 

Q.—Has the result of your altering 


_the rate of interest in respect of re- 


serves, of the old reserves, has that 
had the effect of lessening the profits 
—we will cal! them profits for the pre- 
sent purpose, otherwise attributable 
to. policyholders? A.—No sir, the 
payment of the capital has not af- 
fected that one way vr the other. 

Q—I did not ask about payment 
of capital, I say speaking about the 
writing up of reserves? A.—Writing 
up of the reserves has reduced the 
divisible surplus, and it has reduced 
the amount that would have gone to 
the shareholders by $259,000. 

Q.—And what as to the policyhold- 
ers? A.—By the balance of the $2,- 
590,000. It took $2,590,000 in round 
fizures to change our reserves to a 
33 per cent. basis, and of that 90 per 
cent. was contributed by the policy- 
holders and ten per cent. by the share- 
holders, but that full $2,590,000 goes 
to the credit of the policyholders, not 
any of it to the credit of the share 
holders. 


Q.—That goes to the credit of the 
policvholders in the shape of reserve? 
A.—In the shape of a reserve earning 
interest for them and increasing the 
divisible surplus coming to them in 
future division. 

Q.—That is giving them interest up- 
on their principal instead of giving 
them the principal? A.—The mongy 
is carried to the credit of the indi- 
vidual policyholder, and if a man is 
surrendering his policy to-day he bene- 
fits by the fact that that reserve was 
increased, and at subsequent divisions 
of profits he will benefit: and first 
and foremost, of course, which is all 
important, the security is improved, 
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and that is the most important thing 
in life insurance above everything else. 

Q.—You have put in the clearest 
possible way that whatever may have 
been said by others the truth is from 
the economical standpoint, from the 
standpoint of the policyholders, that 
ad interim they have put up 90 per 
cent. of that $2,590,000? A.—To their 
own credit, yes sir. 


().—And put it as an interest-bear- 
ing asset as against income, to which 
they are immediately entitled, put- 
ting it broadly? A.—Yhey are not en- 
titled to it by the contract: the com- 
pany has the right to hold the reserves 
upon whatever basis 


Q.—But if you haa not made your 
alterations in the reserves that would 
have been available you could have 
dealt with it as you thought proper? 
A. Yes, we could have distributed 
14 or retained it. 

Q.—That is one of the subjects of 
criticism with respect to these declara- 
tions of profits, because that is in the 
hands of the shareholder or the man- 
agement? A.—That is not altogether ; 
the policyholders have a fund 

Q.—Subject always to the terms of 
the contract? A.—yYes. 

Q.—We have from this exhibit, from 
the last page of it, we have gone 
through with a little particularity, 
we have down to 1865 what has been 
declared to policyholders by way of 
bonus accretion to their capital stock? 
A.—yYes sir. 

Q.—Was there during that period 
a succession of dividends besides? A. 
T could not answer that without re- 
ferring to the books. 

Q.—That can he asvertained? A.— 
Yes. my impression is there was no 
dividend paid. 

Q.—By reason of the form I have 
put the question addressed to the 
comvany there is a necessary hiatus 
to 1891 in that respect, that can be 
filled up also if it is required? A.— 
Yes. 

Q.—From 1891 down we have an- 
swered in this exhibit the question 
as to what dividends have been paid 
upon the actual amount of paid-up 
capital? A.—Yes. | 

Q.—In 1891, 40 per cent., two divi- 
dends of 20 per cent. each? A.—Yes, 
T think that must be wrong, 20 per 
cent, per annum is what was paid. 
Q.—20 per cent. half-yearly? A.— 
do not think it was 20 per cent. 
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half-yearly, it was 10 per cent. half- 
yearly. 

Q.—Then we will have that put 
right at once, that 20 per cent. per 
annum I see was paid down to the 
year 1899 inclusive? A.-'Yes. |. 

Q.—That is from 1891 to 1899, nine 
years? A.—That is correct, yes. _ 

Q.—The company was paying its 
shareholders 20 per cent. upon the 
paid-up capital stock? A.—Yes, they 
were paying more than that, for they 
were paying a bonus at the end of the 
five years. 

Q.—In addition to that there was a 
bonus of 50 per cent. on the first April, 
1895? A.—Yes, equalling 30 per cent. ; 
the bonus was for the 5 years. 

Q.—Since the calling in of the cap- 
ital stock and raising it to the million 
dollar mark you have paid every year, 
I think, an eight per cent. dividend? 
Asa) OS. O81T. 

Q.—And no bonuses of any kind? A. 
—No, sir, and of course we have the 
million dollars of the shareholders’ own 
money earning $50,000 in round figures 
out of that $80,000. 

Q.—That is an observation that I 
think we have heard from the manager 
of every company: it has been earning 
mcney; it has been put in there no 
dcubt at a certain amount of risk, but 
in reality in a company with the 
strength of this company, without any 
risk at all 

MR. NESBITT: Will you permit an- 
other statement by Mr. Bruce as to 
the early history of shares? 

MR. SHEPLEY: Let me develop 
what I am doing first. 

Q.—That is so, is it not, from the 
standpoint of finance, that in a com- 
pany of the strength of this there is no 
present risk at all events to the share- 
holders in respect of their money? A. 
—I1 do not think there is very much > 
risk, but we have had things happen 
within the last few weeks that might 
make it a risk. I ‘am President of a | 
company where three millions of cap- 
ital was wiped out in five minutes. 

Q.—I hope the Canada Life had no 
money invested there? A.—No. 

Q.—Speaking of the question of the 
risk from a practical standpoint? A. 
—I think it is very slight. 

Q.—It is well invested and it is earn- 
ine 8 per cent. per annum? A.—Yes. 

MR. SHEPLEY: I shall be verv 
glad to have Mr. Bruce make any 
statement, . 

MR. BRUCE: Speakine of this’ early 
period to which I referred before, I re- 
member purchasing some shares for my 
father—I could not give the exact date 
now, it must have been in the very 
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early sixties—on which $50 were paid 
up, and the price I think paid was 
about $73 or $75. Owing to reverses 
of the company due to this Macdonald 

matter, and to the state of the times 
then, I sold those shares afterwards for 
$35. 

MR. SHEPLEY: That was in the 
Sixiiesri)),! 

MR. BRUCE: Yes. One other ob- 
servation about the Macdonald mat- 
ter Mr. Ramsay came out as man- 
ager of the company in 1859, and in 
the early sixties it was a serious ques- 
tion for him whether the company 
could continue its business and whether 
he would remain. 

MR. SHEPLEY: Fortunately for all 
concerned, he did remain? 

MR. BRUCE: Yes, but it has not 
been all plain sailing. 

Q.—There is one other question [I 
want to mention in connection with 
the calling of the capital, are you able 
to say whether the calling up of the 
capital resulted in excluding, or some- 
times called ‘‘squeezing out’’ any of the 
smaller stockholders? A.—None what- 
ever, sir, not one; there was every op- 
portunity given, and it was the unan- 
imous decision of the shareholders, 
there were no objections whatever, and 
avy shareholder who did not feel like 
paying up his additional amount he 
could convert it into—he could sell a 
portion of his stock and apply the 
money in paid-up; there was not one 
solitary dissatisfied shareholder by the 
change. 

Q.—I did not mean so much dissatis- 
fied, because a shareholder might not 
express any dissatisfaction, and yet 
the result of suddenly calling up the 
stock which had lain in a shallow con- 
dition for a quarter of a century might 
perhaps embarrass and result in freez- 
ing out people who would have been 
very glad to stay on? A.—We took 
every means of providing against that, 
and did it effectively ; for instance, if a 
person had $10,000 of stock with $1,250 
paid up he could get $1,250 of fully 
paid-up in place of having $1,250 un- 
paid. 

Q —That would let some loose for 
others? A.—I cannot recall a single 
case but what was paid up; there was 
ne difficulty whatever in~- borrowing 
money on the stock to pay for it; there 
was no dissatisfaction whatever, no 
person squeezed out. 

Q.—Do I understand you to say you 
do not recall instances in which the 
‘shareholder did not take up the stock? 
A.—No, there was no case, everybody 
paid up 
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Q.—The shareholding remained the 
same, in the same hands, as the result 
of that transaction? A.—There are 
occasionally changes in the holdings of 


the stock all the time, but I am not 


aware of any case where the stock was 
sold because of the additional amount 
called up. 

Q.—You think there were changes, 
however, in the holding? A.—Not on 
that account so far as I know, but 
there are changes from time to time, 
every few weeks there are changes. 

Q.—You are not able to attribute 
any change in stockholding that took 
place then or about that time to the 
fact that the call had been made? A. 
~—No sir. 

Q.—You know it might possibly be 
said that it would be to the advantage 
of those who desired to increase their 
holding, and that while they might 
purchase without any objection from 
the other party yet it would be in- 
creasing the holding on the part of 
some as against othersP A.—I have 
no recollection of it having resulted 
in that in any single case. 

Q.—Perhaps I may put the question 
directly to you: Was. the holding in 
any stock in which you were benefi- 
cially interested increased as the re- 
sult of that calling up? A.—I have no 
recollection of any case of the kind 
whatever, I do not think there was, 
but my holding has been increased 
from time to time. 

Q.—At present I am only concerned 
to learn whether your holding  in- 
creased by virtue of the calling upP 
A.—No sir, no person obliged to sell 
or forced out at all, but the holders 
all continued so far as I know. 

Q.—I was not speaking of it as a 
matter of being forced out, after 
your answer to my _ first question, 
but rather whether or not it resulted 
indirectly i in benefit to those who were 
in control of the stock of the com- 
pany? A.—If it did I am not aware 
roy guy 

Q.—I suppose a close inspection of 
the changes that took place about 
that time will probably disclose how 
that was? A.—Yes. A man might 
after paying up his stock have sold 
a portion of it because his holding 
would be larger than he wanted to 
carry; that would be quite natural 
but no person was forced to do it. 

Q.—That would be within the prin- 
ciple I am speaking about, if the 
result was an increase in the. hold- 
ing of those who were in control of 
the affairs of the company? A.— 
Yes, there was no_ protest made 
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whatever against it that I am aware 
of, not one. 

Q.—I take up the list of share- 
holders furnished me officially by 
your company for the year as at 3lst 
December, 1891, and there are some 
holdings of stock I want to ask you 
about? A.—Will you allow me to 
just make the statement which will 
probably save both your time and 
mine and the time of the Court? 
I assume what you want to know is 
Have I a controlling interest in the 
company ? And I_ would say 
frankly that myself and the members 
of my family, and the _ institutions 
of which I am President own about 
57 per cent. of the stock of the com- 
pany. 

Q.—That I was aware of, and I 
would have expected you to make 
just the answer you have made. I 
am however concerned, and you will 
probably not ask me why, but you 
will see in a moment, I must ask 
you in connection with your acquisi- 
tion of the control some questions; 
when did you first commence to 
acquire considerable holdings of stock 
in the Canada Life? A.—I com- 
menced to acquire it a good many 
years ago, small holdings, but when I 
got more considerable holdings it 
would be about 1888 or 1889, some- 
where along there, about the time we 
came to Toronto. 


Q.—The movement to Toronto took 
place in 1887? A.—It was prior to 
that. 

Q.—You acquired substantial 
holdings? A.—I bought stock ever 
since I was connected with the com- 
pany. 

Q.—You always had confidence in 
the future of the company, to buy 
the stock whenever you could get 
it? A.—yYes, sir, I was not able to 
get very much in the early years. 


Q.—I dare say you have often had 
to pay a great deal for it too? A. 
—Yes, sir, not more than it was 
worth though. 

Q.—I see in 1891 you were in 
1891 you were in your own right the 
holder of 141 shares? A.—Yes sir. 

Q.—Were you then in _ Toronto 
with your branch? A.—Yes, sir. 

Q.—You spoke a moment ago of 
certain institutions with which you 
were connected, what had you in 
your mind then? A.—I had a com- 
pany of which I am the President, 
the Central Canada Loan & Savings 
Company. 

Q.—When was that company  or- 
ganized? A.—In 1884. 


6 EDWARD VII., A. 1906 
Canada Life. (Hon. G. A. Cox, Ex’d.); 


Q.—And it carried on its business 
in the first instance in Peterborough? 
A.—Yes, sir, and does yet. ; 

Q.—And had not it moved its 
head office to Toronto? A.—Yes, it 
had an office in Toronto, but still in 
Peterborough too. ; 

Q.—Is the head office in Toronto? 
A.—Yes. 

Q.—That is cognate to the sub- 
ject exactly at the present moment, 
and I shall have to ask you later on, 
but I will ask you now, when did 
you become connected with the man- 
agement of the Bank of Commerce? 
A.—In 1886, I think. | 

Q.—And the following year your 
insurance branch was moved here? 
A.—Yes sir. 

Q.—Was it in 1886 you became 
President of the Bank of Commerce? 
A.—No sir, 1890. 

Q.—You. were four years on _ the 
Board? A.—Two years a director 
and two years Vice-President, and 
since that President. 

Q.—You were four years on the 
Board? A.—Two years a director and 
two years Vice-President, and since 
that President. . 

_Q.—Then is there any other institu- 
tion upon the list of shareholders at the 
end of 1891 besides the Central Can- 
ada as to which you are interested ? 
A.—The Toronto Savings Company, in 
which I am interested as a shareholder 
now, not a very large amount. 

Q.—What other institutions? A.— 
These are the only two I think in which 
I am specially interested. 


Q.—Are these two companies com- 
panies in which you are in control as 
you are in control of the Canada Life? 
A.—Yes, sir; I hold a majority of stock 
in both. 

_ Q.—Those are the only two you have 
in mind? A.—Yes, and that repre- 
sents fifty-seven per cent. of the stock. 


Q.—The members of your family you 
said are stockholders, and is there any 
stock which appears in trust, are all 
the holdings plain upon the face of the 
stockholders’ list? A.—No, sir, there 
are other holders in which the company 
is interested, my own stock, 642 shares 
stand in my name, my son _ has 80 
shares, and my late wife’s estate has 
90 shares, and that is that, and what 
is owned by the Central Canada, I do 
not remember the holding, it is not all 
in the name of the Central Canada, but 
I am giving you their full holding 
when I say 57 per cent. of the stock of 
the company is held by myself, by my 
relatives and by institutions of which 
I am President. 
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Q.—That is quite a comprehensive 
answer; perhaps you could tell me by 
reference to this list where there is any 
interest which is not apparent upon 
the face of the listP A.—I am not 
sure that I can do that, because some 
of these men who are holding the 
shares have the right to take it, if they 
want to, and just to what extent that 
has been carried out I cannot tel] you 
without getting particulars, but it 
would not change the general result 
—about 57 per cent. of the holding is 
what is owned in the way I have 
stated. 

Q.—Then perhaps I won’t trouble 
you with that just now at all events; 
it may become material to ascertain 
some more about it; when did you first 
have aspirations towards a seat upon 
the Board? A.—I had aspirations to 
be President of the company when I 
became local agent in 1862. 

Q.—When did you have something 
higher and more sanguine than aspir- 
ation, when did you think you had a 
prospect and right to go upon the 
Board? A.—I went on the Board 


Q.—Mr. Watt says 1892? A.—It 
would be about that time, I think it 
would be in 1890. 

Q.—I think not. I do not think you 
got upon the Board till 1892, but you 
probably were looking forward to it as 
early as 1890, and were investing more 
largely perhaps in the stock with that 
in view, is that substantially right? 
A.—I can remember quite well the cir- 
cumstances under which I decided to 
go upon the Board. 

Q.—That would be interesting, if you 
feel at liberty to tell us? A.—It would 
be introducing personal matters to 
seme extent, but when the Central 
Canada removed here, at the same time 
that it removed here to take charge of 
the western Ontario business 


Q.—I do not think you have given 
us the date? A.—yYes, it would be 
1887, shortly after I became President 
of the Bank of Commerce I decided to 
remove to Toronto, and the Central 
Canada Loan Company, an institution 
which I organized and the head office 
of which was in Peterborough, was re- 
moved to Toronto at that time, an 
office remaining in Peterborough. An 
agreement had been—in the first place 
the new building of the Canada Life 
was then about being erected, it was 
under construction. My idea was to 
have the east wing of the building for 
the head office of the Central Canada. 
The Canada Life had already decided 
that they would occupy the west wing 
for their Eastern Ontario Branch. The 
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Bank of Hamilton was removing to To- 
ronto about the same time, and they 
wanted the same office, the east wing 
of the Canada Life building. Mr. 
Ramsay told me he was in some diffi- 
culty to know just how he woud decide 
between the two, whether to give it to 
the Central Canada or the Bank of 
Hamilton. I said, What you will have 
to do in that case is to give it to who- 
ever pays the highest figure for it. 
Well, after, he said to me, I do not see 
any reason why the west wing of the 
building would not answer the Central 
Canada and the Canada Life both, the 
eastern Ontario branch of the Canada 
Life, it is a pretty large building. I 
said, that would suit me first-rate, I 
would be very much pleased with that. 
That arrangement was made verbally 
between Mr. Ramsay and myself, and 
alterations were made in the west wing 
of the building for the purpose of ac- 
commodating the two companies, that 
1s the eastern Ontario branch of the 
Canada Life and the Central Canada 
Compaly. While these alterations were 
golng on in the meantime the Bank of 
Hamilton rented the east wing of the 
building, and when we were within a 
few weeks of moving the Central Can- 
ada into the office, Mr. Ramsay came 
down very much concerned and very 
much upset because two of his directors 
had objected to the joint occupation of 
that office by the Central Canada and 
the Canada Life. In the meantime the 
other office I wanted to get had been 
shut out. 


Q.—The Bank of Hamilton had got 
that? A.—The Bank of Hamiton had 
got that in the meantime. Mr. Ram- 
say kept perfect good faith, it was not 
his fault at all; there was no mis- 
understanding with him and with me 
as to the bargain that was made, and 
the misunderstanding that was arriv- 
ed at, but these gentlemen objected 
to it on the Board, and the result was 
that Mr. Ramsay said if I insisted 
upon it it would be carried out, and 
that it would place him in an exceed- 
ingly unpleasant and awkward posi- 
tion with ithe jdirectors. He said, 
while I made that arrangement with 
vou, and while I feel sure I reported 
it to my directors at the time, there 
is no trace whatever of it in the min- 
utes, and I feel sure in my own mind 
that they knew about it and were in 
accord with it, but I have nothing 
to show that, and I am in the posi- 
tion IT am in. [I said, All right, Mr. 
Ramsay, I will withdraw my claim 
to it. Then and there I decided to 
go upon the Board. I went on and | 
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the other gentlemen went off, and 
that is the secret of the thing, whether 
it is right or not, creditable or dis- 
creditable that was the fact. 

Q.—Is it fair to say that for some 
time prior to your going upon the 
Board the question of your going upon 
the Board was a matter that was caus- 
ing considerable concern in the Board 
itself? A.—I could not tell that be- 
fore I went there, but the only indi- 
cation I have is a private minute, a 
copy of which you have, and where 
a resoultion was moved for my dis- 
missal rather than admission to the 
Board, and two gentlemen voted for 
the resolution and all the others voted 
against it 

Q—There were discussions in the 
Board as you are now aware with re- 
spect to the desirability of having you 
come upon the Board or having you 
acquire a controlling interest in the 
stock ? A—Yes, I think that was 
confined to two gentlemen on the 
Board, the same two gentlemen. 

Q—And as you say the minute you 
speak of has been furnished to us; I 
find that on the lst December, 1901, a 
resolution was offered by Mr. John 
Stewart, with the request that it be 
laid upon the table for consideration 
at the next meeting of directors? A. 
—Yes. 

Q—‘‘Resolved that in view of the 
continued acquisition of shares in the 
capital stock of this company by brok- 
ers and others who do not disclose 
their principals, and the consequent 
imminent danger of undue influence, 
if not controlled, falling into the hands 
of one or more persons, it is the duty 
of the directors to exercise their dis- 
cretionary power in regard to trans- 
fers of stock and in the future to de- 
cline to sanction all such as in their 
judgment may tend towards said un- 
due influence or power.’’ That seems 
to be a general protest against undue 
influence getting into any hand? A. 
—Yes. 

Q.—Then the other part of the re- 
solution is perhaps more direct in its 
reference: ‘‘Resolved, further, that 
this Board emphatically disapprove of 
any employee of the company acquir- 
ing or seeking to acquire such pre- 
ponderance of the capital stock as 
might at any time in the hands of and 
under the control of such employee 
endanger the independence of the com- 
pany or its management, and that 
therefore it will be the bounden duty 
of the directors to remove any officer 
or officers who give reason to fear that 
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they are engaged in any such Ke 
A.—I think in the face of such a re- 
solution as that if you had been in my 
place you would have got control too. 

Q.—Do you say at that time you 
were aware of that? A.—Practically 
I was, because if you read further you 
will see Mr. Ramsay had interviewed 
me, in which interview he told me the 
same thing practically. 

Q. You were aware of the attitude 
e the gentlemen referred to? A.— 

es. 

_ Q.—And you desired to have that 
inimical influence removed from the 
Board? A.—That was my life work, 
I have spent 45 years of my life in 
building up that company. 

Q.—But your life was very full of 
other matters then? A.—Up to that 
time and ever since that company has 
been my first consideration for 46 
years, 

Q.—On the 2lst December, a week 
later: ‘‘The following memorandum 
by the President as to his meeting 
with Mr. Cox upon the 16th instant 
was read. As requested by the Board 
of the 7th instant I saw Mr. Cox,” 
etc. (Reads to the words ‘‘to be really 
for him.’’?) Was there any justifica- 
tion as to that? A.—If you will read 
on. 
Q.—‘‘That I had not, however, had 
any evidence that that was the case, 
and I did not feel, ete. (Reads down 
to the words ‘‘purpose of his obtaining 
them.’’) Let me pause there for a 
moment, what is the reference there 
to the price precluding the idea 
of ordinary investment? A.—They 
thought the price I paid indicated 
that I was paying too much, but I 
was not in my opinion; the shares cost 
me about $160, and I think they are 
worth $250 yet. 

Q.—‘‘To this Mr. Cox replied that 
the shares alluded to were for him,’’ 
etc. (Reads to the word ‘‘was in my 
power.’’) That is the account of the 
interview, is that according to your 
recollection in all respects an accurate 
report of the interview between your- 
self and Mr, Ramsay? A. Practic- 
ally so far as I remember. 

Q.—One observation I notice here 
is you stated to Mr. Ramsay that you 
had purposely not told him before 
of the interest in the transfers that 
were being brought out to keep him 
unconnected with the object you had 
in view? A.—I felt that Mr. Ramsay, 
in the position of a salaried officer 
of the company, if he took sides with 
either of the contending parties it 
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would not be pleasant for him, and 
knew that it meant either the retire- 
ment of these gentlemen or myself 
from the Board, and I did not want 
to have anybody else suffer but myself, 
if I went; I did not want him to be 
affected. So far as Mr. Ramsay and 
myself were concerned we had always 
been and are up to the present time 
on the most friendly terms, and every 
other director of the company, every 
one of the Directors remained on the 
Board until they were removed by 
death or still remain there. 


Q.—I. see Mr. Ramsay’s report 
states that you desired to do nothing 
in any way to affect the interest of 
the company or the personnel of its 
Board of Directors; that would be 
hardly an accurate. account of your 
position then, you were not satisfied 
with the personnel in respect to the two 
you have spoken of? A.—Yes I was, 
if wa went along agreeably together 
which we did for eight or nine years. 
I think these gentlemen remained on 
the Board till 1900. 

Q.—You told me a little while ago 
when this difficulty about office ac- 
commodation took place you made up 
your mind you would go upon the 
Board or they would go off? A.—I 
went on and then I did not feel so 
much like having them go off; we got 
on very agreeably for quite a long 
time. 

Q.—There is a reference here I want 
to ask you about; Mr. Ramsay said 
that you had intended at some period 
as your other duties might make de- 
sirable, to invite the Board under some 
arrangement as to the joint mans 
agement of the Toronto Branch to al- 
low you to withdraw from it—that has 
reference to what? A.—It has refer- 
ence to*my withdrawal from the joint 
management of the eastern Ontario 
branch, and if you follow up that cor- 
respondence you will see that I de- 
cided later, and I said that in a letter 
to Mr. Ramsay that I would prefer 
to remain as—that if my appoint- 
ment as a director necessitated my 
resignation as branch manager I 
would prefer not to be a director, and 
it was decided that I could go on the 
Board and remain as branch manager 
for a time. 

Q.—You said apparently to Mr. 
Ramsay at that time that you would 
invite the Board to withdraw from 
the management under some arrange- 
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ment as to the joint management? A. 
—The arrangement would be that my 
son would succeed me in the manage- 
ment. 


Q.—He was then in _ partnership 
with you? A.—No sir, it was my 
second son, my youngest son who is 


now the manager of that branch. My 


son who was at that time my partner 
is now General Manager, that is E. 
W. Cox. Now I have reference to 
Mr. H. C. Cox taking the manage- 
ment, 

Q.—That is what you had in mind 
at the time of this conversation? A. 
—Yes. 

Q.—Then the minute proceeds: <A 
letter of 19th December, 1891, ad- 
dressed to Mr. Ramsay (reads this let- 
ter) ‘‘Some 600 shares have been pur- 
chased by personal friends of my 
own.” Among how many would those 
600 shares be distributed? A.—Not a 
very large number. I could not re- 
member now. TWive or six perhaps. 
Perhaps not that many. 


Q.—These shares now are vested 
apparently in you? A.—A_ portion 
of them. Not all of them, Sev- 
eral of the parties are still hold- 
ing the shares and others again 
do not. As I mentioned a little while 
ago some of these men bought it with 
the option of keeping them or practi- 
cally made a loan on them with the 
right to retain them if they chose at 
a later date and in i:ost, cases they 
reta'ned a portion if not the whole of 
them. : P 


Q.—I suppose there will be no ob- 
jection, should it become necessary, 
to take the stock list for the last 
meeting and finding out just how these 
various shares stand? A.—Yes, there 
is ro difficulty in that. 

Q.—Then this letter contains the 
first suggestion that you should vest 
a large proportion of the stock that 
you control in the hands of trustees? 
A —Yes. 

Q.—Giving the trustees the voting 
power upon it? A.—Yes. 

Q.—And Mr. Ramsay was to be one 
of the trustees? A.—Mr. Ramsay, Mr. 
Gates and Mr. Byron E. Walker. 

Q.—Afterwards it was Mr. Ramsay 
and Mr. Gates? A.—The president 
and vice-president respectively. 

Q.—Mr. Walker was associated with 
you in Bank of Commerce affairs? A. 
—The General Manager of the Can- 
ad'an Bank f Commerce. 
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Q.—Then the next document in this 
Exhibit 178 is a resolution. (Reads 
this resolution to ‘‘This Board will not 
ralse any objections to his election to 
the Board.’’) 


A.—Would you just finish that right 
on, because that looks inconsistent with 
my first attitude. I was quite pre- 
pared to bury the hatchet at that 
point, but these gentlemen immedi- 
ately started to get legislation to legis- 
late me out of existence, which I re- 
sented, and that fight was continued. 


Q.—That we will see in a moment. 
I am going to try to do the whole sub- 
ject complete justice if I can, Mr. Cox. 
Now did you understand, pausing here 
and not looking forward for a moment, 
that you had expressed concurrence in 
the opinion that no man ought to have 
a controlling interest in the stock? A. 
—TI did not say that, no, sir. I don’t 
think there is anything wrong in it 
Suis 

Q.—I did not gather that you had 
expressed any such opinion. The Board 
however ‘‘Takes this opportunity of ex- 
pressing concurrence’ in the opinion, 
that is in Mr. Stewart’s resolution, and 
they are ‘‘Pleased to find from the let- 
ter of Mr. Cox that he concurs in that 
view.’ You did not concur in that 
view? A.—You have the letter there. 


Q.—You did not concur in that view, 
that was an error so far as this resolu- 
tion was concerned? A.—Yes, I was 
quite prepared to act entirely in har- 
mony with the Board, but as you will 
see later on, these gentlemen were not. 
They wanted them to get legislation 
that would practically. 


Q.—Prevent you have a controlling 
interest in the stock? A.—Practically 
forfeit my rights. 

Q.—I am coming to that, but from 
point to point as we go, ft want to see 
that there is no erroneous opinion 
formed as to your attitude. This, it 
seemed to me erroneously, speaks of 
what your opinion was? <A.—Yes, it 
does, 

Q.—Because I do not think your let- 
ter expresses any such opinion? A.— 
No, sir. 

Q.—Then on the 26th of December 
you write this letter to Mr. Ramsay. 
(Reads this letter.) What are you re- 
ferring to these when you say the reso- 
lution differs in some important par- 
ticulars from your letter? A.—Well, 
just what we have pointed out. 

Q.—Just the matter I have asked 
you about? A.—Yes. 

Q.—And introduces subjects not 
hitherto discussed? A.—Yes, they 
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were speaking of getting legislation at 
that point. 

°Q.—No, there is nothing about legis- 
lation hitherto. This is all in Decem- 
ber. Then the Board held a meeting 
on the lst of February and two letters 
seem to have been read; one from you 
of the 30th of January and one from 
the late Chief Justice Burton of the 
same dateP A.—Yes. 

Q.—He was a member of the Board? 
A.—Yes. 


Q.—Your letter I read first. (Reads 
this letter.) Now I want just to refer 
to a letter which is not here. Can you 
get me the letter enclosing the resolu- 
tion? A.—I do not know what letter 
you have reference to. 

Q.—You have said here, ‘‘In further 
reference to your favour of the 22nd 
ult.”? A.—That is in further reference 
to Mr. Ramsay’s letter. 


Q.—Now Mr. Ramsay’s letter is not 
among the correspondence which has 
been furnished me so far as I know. 
It is dated the 22nd December. A.— 
I don’t know whether I can get it or 
not. J fancy I can. I do not think 
there is any doubt but what we can, 
because all the records are in the com- 
pany’s office. 


Q.—No doubt. All I want to get at 
is this, it must have been in that let- 
ter, because there is nothing in the 
resolution, that reference was made to 
getting legislation. A.—No, there is 
ncthing in the resolution, but it was 
upon that point. 

MR. NESBITT: I think Sir George 
Burton’s letter makes it clear what. 
they were. 


MR. SHEPLEY: I know what they 
were, but if there was a letter from 
Mr. Ramsay enclosing that letter. 
which there seems to have been on the 
22nd of December, 1891, I should like 
to see that. If there is that letter no 
doubt it will be got for me and I will 
not delay now. A.—In the meantime 
the subject of legislation had arisen 
and that was the point upon which we 
differed again. As I say in my letter, 
I was prepared to support any legis- 
lation for the general interests of the 
Paes re: but I did not want a special 

ct. 

Q.—Not any legislation which was 
levelled at your acquisition of a con- 
trolling interest in the stock? A.—No. 


Q.—Then you were no doubt aware 
that some of the life companies have 
clauses in their charters preventing a 
controlling interest being vested in any 
one person? A.—Yes, I. know that 
there is in some companies. I know 
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one company that I can recall at the 
moment. . 
Q.—Which is that? A.—The Con- 
federation Life. 
Q.—I think there is in the North 
- American Life also? A.—Still both of 


these companies are controlled by one, 


man without any doubt at all. It is 
well known that both of these com- 
panies are controlled in each case by 
one man. 


Q.—It is so in the Confederation 
Life. At all events it was legislation 
of that sort which you understood to 
be in contemplation? A.—Yes, sir. 

Q.—Did you have any communica- 
ticn with Sir George Burton before 
he wrote the letter of the same date, 
was that written after consultation 
with you or was that written inde- 
pendently? A.—I cannot tell. I have 
no recollection of having any discussion 
with him and it is not likely that I 
did, because I think that Mr. Justice 
Burton was 

Q.—Mr. Justice Burton was, so far 
as you are aware, probably opposed to 
anybody having a controlling interest? 
A.—Yes. 

Q.—Then on the 30th January Mr. 
Burton wrote to Mr. Ramsay? A.— 
I might have had a discussion with 
him but I cannot recall it. I would 
not say that I had not, but I have no 
recollection of it. 


Q.—He does not refer to any con- 
versation with you. (Reads the letter 
referred to.) A.—Is not that very 
valuable information from a very dis- 
tinguished manP It is an expression 
of opinion from a very able man as 
between mutual and stock companies, 
and a very sound opinion, too. 


Q.—It is my duty, Mr. Cox, to get 
all the valuable information I can and 
lay it before this Commission. Do not 
misunderstand me; I am not an ad- 
vocate here at all; J am trying to get 
the best opinions I can upon all these 
subjects? A.—The latter part of that 
letter refers to legislation the com- 
pany was getting with reference to 
permission to erect head office build- 
ings, I think. I think it was in con- 
nection with the power to hold real 
estate for the purposes of the com- 
pany. 

Q.—But not for the purpose of erect- 
ing head office buildings, because they 
had a head office building then? A. 
—Then perhaps it was the Montreal 
building. They wanted additional 
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power to do something they had i» 
contemplation. 

MR. BRUCE: Make it clear that 
they had power to do what they had 
done. 

MR. SHEPLEY: Then follows a 
resolution moved by Mr. Stewart and 
seconded by Mr. William Hendrie. 
(Reads this resolution.) There was no 
uncertain sound about that? A.—No, 
that is the point upon which we joined 
issue after I was wanting to bury the 
hatchet. 

Q.—Was there at that time any 
question just under the surface about 
the head office perhaps being brought 
from Hamilton or did that arise sub- 
sequently? A.—Subsequently, 


Q.—They were not thinking that 
your coming upon the Board was per- 
haps the thin end of the wedge to 
take the institution from Hamilton ?. 
A.—If they did I did not. I had not 
any idea of the kind at the time. 


Q.—That was not mooted at that 
time? A.—I don’t think so. I have 
not the slightest recollection of it. I 
don’t think it was in mind at the 
time. 


Q.—‘‘After some discussion the 
motion was declared to be lost.’’? The 
ayes are Mr. Stewart and Mr. Hen- 
drie, and the nays Messrs. Innis, 
Gzowski, Gates, Brown, Merritt. Mr. © 
Ramsay, the President, does not seem 
to have voted. Then you went upen 
the Board in pursuance of what was 
done? A.—I think in 1890, if I re- 
member right. 


Q.—This was in 1891. A.—Well, I 


_ think I went on the Board in 1892. 


Q.—That seems to be so from the 
minutes, you were elected in the 
following election in 1892. Now at 
the time or prior to your going upon 
the board there was some convey- 
ancing done vesting stock in trust? 
A.—Yes. 


Q.—It is dated the 3lst March, 
1892, and is between yourself of the 
first part, Mr. Ramsay, Mr. Gates 
and Mr. Walker, herein called the 
trustees, of the second part and the 
company of the third part. It re- 
cites that you are the holder of cer- 
tain shares in the capital stock of 
the company. It is agreed that 400 
of such shares shall be forthwith 
transferred to the trustees and shall 
be held by them until the next 
Annual General Meeting of the Com- 
pany, and if Mr. Cox be then elected 
a director of the company, thence 
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forward so long as he shall hold the 
position or office of a director of the 
company the 400 shares shall during 
all such time be in every . respect 
under the control and management of 
the trustees and free from the con- 
trol or government of the said 
George A. Cox, except as_ herein 
mentioned. Then You are to _ be 
entitled to receive the profits upon 
the shares and to have the right to 
sell the shares upon the concurrence 
and approval of the trustees and 
subject to the terms of the Company’s 
Act and to the sanction and approval 
of the directors. Upon your ceasing 
to be a director the shares or such 
of them as shall remain are _ to be 
transferred to you or your executors 
as the case may be. Then there is 
a provision for replacing any retir- 
ing trustees. You are to pay all 
calls and indemnify the trustees 
against all payments in respect of the 
shares and the agreement is to apply 
to the successors of the company and 
to your exécutors administrators and 
assigns. That agreement seems to 
have been drawn by the solicitors of 
the Company. A.—I presume so. 


Q.—Had you anybody acting for 
you in the settlement of it? A.—lIl 
may have had, and I may have 
acted for myself. I don’t remember. 


Q.—Do you remember whether there 
was any discussion in which you took 
part as to the clause revesting the 
shares in you upon your ceasing to be 
a director? A.—I think the agree- 
ment explains exactly what it was. 
I was not to ask for the return of 
them so long as I remained on the 
Board, and when I did ask far the 
return of them I tendered my resig- 
nation. 


Q.—Yes, I am coming to that. 
You do not remember, or do you I 
would like you to take time to re- 
flect, because it seems to me of some 
importance, you do not recall as I 
understand you now whether there 
was any discussion upon that clause? 
A.—I cannot recall that there was 
any discussion at all. 


Q.—And you do_ not remember 
whether that clause was in the agree- 
ment as originally approved by the 
solicitors for the company or 
whether it was the result of negoti- 
ations. A.—No, I do not remember 
any discussion about it. I think that 
was just the agreement that came 
out. Very hkely Mr. Bruce would be 
the person who drew the agreement. 
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MR. BRUCE: Very likely I was, 


but I cannot answer that question 
any more than you can. 


MR. SHEPLEY: It was drawn by 
my learned friend Mr. Bruce, there 
is no doubt about that, but there was 
some discussion about that clause 
afterward and I wanted to find out 
what discussion there was at _ the 
time, if any. The agreement did not 
go on to provide that if you ever 
sought re-election to the Board after 
once resigning and getting your stock, 
that you should again vest the 
stock?. A.—No, sir, I don’t think it 
did. JI am quite sure it did not. 

Q.—It is manifest that 1t did not 
and you do not remember whether 
that was discussed or not. A.—I do 
not. I have no recollection of it. 


Q.—I do not want to suggest any- 
thing that is not quite fair, but is it 
not manifest that if you had _ the 
controlling interest in the stock this 
vesting while you were a director was 
illusory if you chose to resign? You 
could resign and be re-elected with 
your controlling stock. A.—Well, | 
did not resign at all, because . they 
waived that and gave me back the 
stock without. 


Q.—I am speaking now about the 
effect of the agreement and I want to 
see whether that will recall it to your 
mind, as to whether there was any 
discussion at the time. A.—I don’t 
think there was. Mr. Bruce would be 
likely to remember it if there was. 

@.—You can, of course, see that 
if after vesting this stock you had 
desired, notwithstanding its being 
vested in the trustees, to assume con- 
trol, all you had to do was to resign 
and be re-elected. 


MR oN ESBITA Not until; the 
next year. 


MR. SHEPLEY: Resign on _ the 
3lst of December and be re-elected 
at the Annual Meeting. You can 
see that that was possible. A.—Pos- 
sible, yes. 


Q.—I do not say that it was in- 
tended but that was possible. A.— 
Really everyone of the directors and 
shareholders, so far as I know, were 
entirely in accord with my policy all 
through with the exception of these 
two gentlemen, and there has been 
no division on the Board, no diffi- 
culties whatever. The same directors 
remained on the Board until, as I 
say, they were removed by death. . 


Q.—Of course you know that there 
was besides these two directors, a very 
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wide spread feeling on the part of the 
members of the Board that it was 
not desirable to have any particular 
person in control of a majority of 
stock? A.—I do not think that that 
feeling extended beyond the two 
gentlemen to whom I have already 
alluded, and who would themselves 
very likely have been holders of the 
majority. 

Q.—Mr. Justice Burton himself 
seems to be in sympathy with that pol- 
icy but he seems to think it better to 
agree with you to vest the shares than 
to go to the Legislature, and the reso- 
lution says they are glad to find that 
you are in accord with their opinion 
that it is not desirable that there 
should be control. A.—I don’t know 
what you mean by control. I have 
not interfered with the policy of the 
company. 

Q.—Potential control? A.—On the 
pclicy of the company, I do not think 
we have ever had a division upon the 
Board upon any question through all 
the time. 


Q.—That of course does not affect 
the principle. The question of prin- 
ciple which was affecting the Board 
at that time was whether it was de- 
sirable from the standpoint of the 
Company that one person should be in 
a position to exercise controlP A.— 
Well, Mr. Shepley, the person who is 
for the time -being entrusted with the 
presidency or general management of 
any institution has the control of that 
during the time that he has the con- 
fidence of the shareholders. 


Q.—He has the executive aerate 


A.—Yes. 

Q.—If he ceases to have the confi- 
dence of the directors, unless he con- 
trols the majority of the stock he can 
be removed? A.—If he ceases to have 
the respect and confidence of the pub- 
lic outside of the shareholders alto- 
gether, he has got to get right off. It 
is by doing what is right— 

Q.—We have got to test the prin- 
ciple by assuming the extreme case. 
I am not assuming it for the purpose 
of this particular case but for the pur- 
pose of testing the principle; it is 
either desirable or undesirable that a 
person whose management is object- 
ionable should be able to remain in 
control by having a majority of the 
stock? A.—I do not think that a 
man whose management was objection- 
able could retain control of a company 
of this kind even if he had all the 
stock. I think that public opinion 
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would put him off at once if he was 
not doing what was right. 
Q.—Leaving public opinion out and 
its acknowledged weight in matters of 
that sort, the man in the case suppos- 
ed can keep himself in power by his 
own vote? A.—I do not think he can. 
What is the power of this Royal Com- 
mission, this Honourable Court now? 
Q.—It cannot take your stock away 
from you or depose you from your 
position? A.—They have access to 
every document in our company and 
can do everything they like with them. 
Q.—You are too logical a man, Mr. 
Cox, to answer the question that way 
if you reflect for a moment. You must 
assume for the purpose of testing the 
principle that it is possible for a man 
whose conduct of the affairs of the 
company is perhaps for the purpose of 
wrecking it, if he has the majority of 
the stock it is possible for him to do 
that and nobody can say him nay? 
A.—Do you think one person could do 
that even if he owned all the stock? 


Q.—If he owns all the stock, yes. 
A.—I think that public opinion would 
interfere and prevent him from doing 
it. I do not think that any injustice 
to a large body of policyholders would 
be allowed by the community if a man 
did want to. 


Q.—The community, has not yet 
reached the point where they can con- 
fiscate your property or mine except 
by legislation. 


MR, NESBITT: 
of argument. 


MR. SHEPLEY: Yes, my learned 
friend is probably right about that. 


MR. NESBITT: The Timothy 
Eaton Company is an example of ab- 
solute control with a magnificent re- 
sult. 


MR. SHEPLEY: For the share- 
holders. I am not saying that it is 
not to the advantage of this company. 
My learned friend should not object 
to my asking the witness this question. 

MR. NESBITT: I am not object- 
ing. 

MR. SHEPLEY: Then you went 
npon the Board, your stock was vested 
in the trustees and you worked har- 
moniously there I think you have told 
me already, from 1892 to 1896? A.— 
Yes. 

Q.—Then in 1896 you desired, if I 
have correctly interpreted what we 
have here, to eliminate the trustees ? 
A.—I think you have a letter there 
which I wrote to the Board. 


. This is a matter 
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Q.—Yes, there is a letter which we 
have not got but we know what its con- 
tents were generally. The letter of 
the 16th of October written by Mr. 
Cox. In 1896 on the 19th of October 
there was a Board meeting and ‘‘after 
full consideration of Mr. Cox’s letter 
of the 16th,’’ that is the letter I want, 
“requesting that the Board consider 
the matter of a release of a portion 
of the 400 shares of stock standing in 
the names of the trustees for the pur- 
pose described in the agreement of 
March last.’? There was not an agree- 
ment of March ’96 was there? 


MR. BRUCE: No, it is the 31st 
of March, 1892, that is meant. 


A.—A copy of that letter I think is 


in the documents you have is it not? 


MR. SHEPLEY: I do not think so. 
Probably its contents are sufficiently 
disclosed. ‘‘Requesting that the Board 
consider the matter of a release of a 
portion of the shares of the company’s 
stock standing in the names of the 
trustees for the purposes described in 
the agreement of 31st March, last.” 
That is 8lst March, 1892. That would 
seem to be just a slip. (Copy of the 
agreement filed as Exhibit 180.) ‘‘Also 
his letters of 4th and 6th May.’’? Would 
there be a copy of those letters in 
your books somewhere? A.—I think 
so. I thought they were in those 
documents. 


Q.—‘“It was thought that the Board 
could only properly do that’? (reads 
to) ‘‘without other ulterior object.’’ 
A.—That is quite true, there was no 
ulterior object. 


Q.—Then on the 18th January there 
is a reference in the minutes to a 
letter of yours of the 16th. Perhaps 
it is the same letter. On the 25th of 
January the Board met again and 
there was then another letter of the 
25th of January, 1897, from Mr. Cox. 
At the meeting the subject was defer- 
red and it was again deferred on the 
1st of February, 1897. Then on the 
8th February the letter of the 16th 
January, 1897, is spread out and also 
the letter of the 25th of January? A. 
—That is what I thought, that you 
had them there. 


Q.—On the 16th of January you 
wrote to Mr. Ramsay (reads this let- 
ter). Then on the 25th you wrote 
(reads this letter). You told me I 
think, that up to the time that his 
question of the transfer of your stock 
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arose you had always acted harmoni- 
ously upon the Board, that you and 
the other directors had had no jar- 
ring? A.—No, sir, we had not. 


Q.—Then had you thought it at all 
a drag upon your conduct as a direc- 
tor that a portion of your stock should 
be in the hands of trustees? A.—No, 
sir. 


Q.—You had intended when you 
transferred the stock to the trustees, 
I assume, to leave it there? A.—For 
a reasonable time. It was left there 
for several years. , 


Q.—The agreement says ~ nothing 
about a reasonable time? A.—You 
asked me what my feeling and inten- 
tion was at the time, and I say a rea- 
sonable time. As I say in my letter, 
I explained why I think that the time 
had come that I should get my stock 
back again. 

Q.—You thought perhapsthat your 
conduct while the stock was vested in 
trustees had been such that they ought 
to be satisfied that there was no ground 
for their original fear, was that it? 
A.—Yes, and that is so and that has 
continued right down to the present 
date. I do not want to wreck the 
company, I am more interested in it 
than any other living man and why 
should I want to injure or destroy it 
or do anything to militate against the 
company I cannot understand. 

Q.—It is manifest that in 1896 there 
was still that prejudice, we will call it 
for want of a better word, in the minds 
of some of the members of the Board 
against one individual having a con- 
trolling, interest in the stock? A.— 
Yes. 

Q.—And it was to.satisfy that preju- 
dice that you had vested the shares in 
trustees? A.—Yes. 

Q —That prejudice still existed, but 
notwithstanding that you desired to 
have the stock taken away from the 
trustees? A.—Yes, I thought I had 
left it there long enough. 

Q.—Then there is a memorandum of 
an interview between the president and 
yourself and Mr. Stewart also, set out 
in the minutes. Had you increased 
your holdings between the time 1892 
to 1896? A.—I have increased them 
steadily all along, even in the last few 
weeks. 

Q.—Was it Mr. Andrew Allan of 
Montreal who is referred to here? A. 
—Yes. 
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Q.—You were desirous of having Mr. 
Walker come upon the Board? A.— 
Yes. Mr. Allan and Mr. Thomas had 
been some 12 or 14 years on the Board 
and neither of them had attended even 
an annual meeting once} they were no 
use to the company and I wanted to 
get someone who would be. They drew 
their annual fee for all these years and 
never once attended even an annual 
meeting, let alone a Board meeting. 


Q.—You wanted to have Mr. Walker 
take their place? A.—I wanted some 
good man to take their place who 
would give some attention. 


Q.—Your proposal was to substitute 
Mr. Walker for mr. Thomas? A.— 
Yes. 


Q.—And Mr. Ramsay’s counter-pro- 
posal was that both Thomas and Allan 
should leave? A.—Yes, and Mr. Bruce 
and Mr. Walker go on. 


Q.—Then there was a suggestion 
that legislation should be obtained giv- 
ing the policyholders representation 
upon the Board and it is said that you 
undertake to give your active support 
in obtaining the legislation necessary 
for that purpose? A.—Yes, I did that. 


Q.—And it is suggested that Mr. 
Lash should be retained. Mr. Lash’s 
professional connection was with the 
Bank of Commerce, I think. Well, he 
was acting for me in that matter. 

Q.—I say his professional connec- 
tion; he would be acting for you in 
this matter. A.—Yes, he is solicitor 
for the Bank of Commerce. His firm 
have been solicitors, I think, for the 
Bank for many years, and are yet. 

Q.—And he is, besides, your private 
solicitor? A.—Yes. 

Q.—‘‘Therefore upon full considera- 
tion the Board sanctioned compliance 
with Mr. Cox’s request.’’ Now I see 
that this request of your’s commenced 
with a portion of the stock and it 
ended with the wnole of the stock be- 
ing released from the trust? A.—Yes. 

Q.—How did that come about? A. 
—J do not remember. I think I re- 
quested the release of that portion of 
_ my stock which was held. I do not re- 
member any discussion at any time of 


dividing the 400 shares. It may have | 


been, but I asked for a release of the 
stock in my letter. 

Q.—At all events what the minute 
directs was carried out, the trustees 
released the stock and you remained 
upon the Board? A.—Yes, and the 
legislation was obtained. 
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_Q.—Mr. Bruce took the other posi- 

tion upon the Board, vacated? A.— 
Yes, and the legislation was applied 
for and obtained giving six directors 
to the policyholders. 


Q.—You told me, I think, that in 
1891, when the matter was under dis- 
cussion and the trust agreement was 
prepared, there was no undercurrent 
of agitation about moving to Toronto? 


_A.—I have not any recollection of it. 


Q.—Was there in 1896-7 when the 
stock was re-transferred ? A.—I do 
not think so. 


Q.—Can you between now and to- 
morrow morning refresh your mmory 
as to that? A.—I will try. I have no 
recollection of it now. 


.—In ’96 you commenced to ask 
for your stock back and in ’97 you 
got it back. Now between ’92 when 
you placed it in the trustees and the 
time when you took proceedings to 
have it come back to you, during that 
time had there been any question about 
it? A.—If I remember the dates 
rightly it was in ’96 that the legisla- 
tion was obtained for policyholders’ 
directors. 


MR. BRUCE: In 1899 legislation 
was obtained providing for policyhold- 
ers’ directors? A.—yYes? Well, I will 
try and think about that. I have no 
recollection of the matter being the 
subject of discussion at all until about 
the time they were getting the legis- 
lation. 


MR. SHEPLEY: This is, perhaps, 
a convenient time to adjourn because 
of the close of a particular subject. 
Then I understand there is a difficulty 
about meeting to-morrow owing to 
some private matters? 

JUDGE MacTAVISH: Yes, we will 
adjourn now until Friday morning at 
half past ten. 


(At 4.50 adjourned to Friday, 1st 
June, at 10.30 a. m.) 


THIRTY-THIRD DAY. 


MORNING SESSION. 
Toronto, Friday, June Ist, 1906. 


CONFEDERATION LIFE ASSO- 
CIATION. 


MRI SEIEP Dive al Colona ac: 
donald has communicated with me a 
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matter upon which, as he tells me he 
desires to make some statement with 
regard to his testimony while he was 
being examined by my 
friend Mr. Hellmuth, if Your Hon- 
ors would permit him to do that. 


JUDGE MacTAVISH: Certainly. 


W. C. MACDONALD testifies as 
follows: 


There were several points in my 
evidence which are errors, but I will 
pass them over and let them go and 
come to one or two points in the evi- 
dence in regard to which I should like 
to make some corrections in the fig- 
ures that were quoted and to furnish 
the authority for the statements which 
I made in regard to the Government 
Insurance Department of New Zea- 
land. The source of my information 
and its reliability seems to have been 
doubted. Before referring to the 
New Zealand matter I would just 
ask that a correction might be noted 
in regard to the evidence on page 927 
of the printed proceedings in the first 
column, regarding policy number 9542, 
ten payment life for $2,000. By con- 
sent Mr. Hellmuth and myself agreed 
to refer to this for convenience as a 
one thousand dollar policy, but Mr. 
Hellmuth continued to quote the prem- 
iums for the two thousand dollar 
policy, and I overlooked to call his 
attention to the inaccuracy. The fig- 
ures as to the premiums paid, $1,100 
should be divided by two. | 


MR. HELLMUTH: Yes, that is 
quite correct, but I think you will 


see, Mr. Macdonald, that the profits 


also should be divided by twoP A.— 
Yes, quite right Mr. Hellmuth. 


Q.—If the premiums are divided 
by two the pronts should also be 
divided by two? A.—Yes; we agreed 
for convenience to refer to it as a one 
thousand dollar policy. 


JUDGE MacTAVISH: I see in Mr. 
Hellmuth’s question on page 927 
these words occur: ‘‘He says that in 
1887 when he had paid 7 premiums 
he received $92 profits. That in 1891, 
after he had paid in the whole of his 
premiums, $1,100, he received $96 as 
profits for four years’’—those are the 
profits on a two thousand dollar pol- 
icy?’ A.—Yes. 

Q.—And the premiums are also 
premiums on $2,000? A.—Yes, either 
those items should be divided by two 
or the amount of the policy should be 
doubled. Then referring to my evi- 
dence on page 931 at the foot of column 


learned’ 
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two and following page I stated that 
the balance of the business over the 
amount that was carried by the New 
Zealand Government Insurance De- 
partment, which was quoted by Mr. 
Hellmuth at fourteen millions, out of 
this approximately nine millions was 
carried by the Australian Mutual. I 
would just like to quote from an official 
document in substantiation of that, as 
I think Mr. Hellmuth doubted the cor- 
rectness of that. I do not say— 


MR. HELLMUTH; Not at all, my 
idea was that there were nine millions 
of New Zealand Government insur- 
ance as against fourteen millions of 
all the other companies, but what the 
proportion was of the other companies 
I did not know. There was altogether 
nine millions and fourteen millions 
making twenty-three millions insur- 
ance. 


MR. LANGMUIR: Twenty-three 
millions of an aggregate, of which the 
Government had nine millions? 


MR. HELLMUTH: Yes. 


JUDGE MacTAVISH: You do not 
want to correct your evidence in that 
respect, you want to substantiate it? 
A.—yYes, from an official document, 
but I won’t take the time of the Court 
if it is not considered necessary. 


Q.—You want to keep that docu- 
mentP A.—Yes, but I can get more 
copies of it. 


Q.—You might tell us from what 
source you did receive your inform- 
ation? A.—This is a_ publication 
issued by the Insurance Department 
of New Zealand. ‘It is an extract 
from the Government Insurance Re- 
corder, which is the official organ of 
that Department, and these figures 
are compiled from returns made by 
the different companies, and are filed 
in the Treasury Department of New 
Zealand. 


MR. HELLMUTH: What date is 
that P A.—The year 1904, and I 
think later figures than those you 
used, because the amount in the New 
Zealand Company is greater than the 
figures you quoted, but these are the 
figures I had in my mind when I was 
in the witness box. On page 932 
about the middle of column one refer- 
ence is made to the expenses to pre- 
mium income in the New Zealand Gov- 
ernment Department. Mr. Hellmuth 
intimated that they were about 12 per 
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cent. I assented to that quite in- 
advertently because I knew really bet- 
ter; but I was unwilling when the 
matter occurred in my mind in the 
course of my evidence to trust entire- 
ly to my memory as Mr. Hellmuth was 
quoting from books or documents be- 
fore him. Quoting again from this 
same official publication I find that 
the total premium income first year 
and renewal of the New Zealand Goy- 
ernment Department for the year 1904 
was £309,239; the expenses are given 
as £60,490, or 19.5 per cent. The 
expenses for the business done in that 
‘Colony of the Australian Mutual Pro- 
vident are as follows: Premium in- 
come £272,418; expenses £43,559, or 
16 per cent. As I stated the other 
day these are only partial figures, and 
it would be better tv quote the figures 
for the entire business of the company, 
which I will do for 1903: I have not 
got the figures for the 1904 business. 
The Australian Mutual Provident 
business 1903, total premiums first year 
and renewal £1,696,610; expenses 
£229,986, or 13.5 per cent.; about 50 
per cent. less than the expenses of 
the New Zealand Government Depart- 
ment measured on that basis. On 
page 932 about the middle of column 
2, while Mr. Hellmuth of course does 
not make the statement, the inference 
from his question is that the New Zea- 
land Government does not employ can- 
vassing agents? 


MR. HELLMUTH: Oh no, I dissent 
from that altogether. The question 
is: ‘‘Are you aware that they do not 
pay one-tenth of the amount to agents 
that an American company of the same 
size, an average American company, 
pays? A.—That is only the first half 
of the question. 


Q.—‘‘That they have practically no 
agency except to collect money, that 
they do not pay agents commisions 
on obtaining business at all, are you 
aware of that’’? A.—I understand 
you adhere to that. 


Q.—They pay less than £8,000 of 
the entire branch and agency depart- 
ment from the figures I have, in New 
Zealand, that is the figures for 1904? 
A.—Quoting again from the same of- 
ficial document wnich is headed ‘‘For 
free circulation amongst the agents, 
officers, and friends of the Govern- 
ment Insurance Department.”’ You 
will see that they have all the frills 
of a modern life insurance company, 
as I intimated in my evidence the other 
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day. On the back of this we will find 
a list of the agents, a number of them 
at least, it does not say they are can- 
vassing agents, I will admit, but we 
will find in nearly every copy of this 
issue a photograph of a good-looking 
young man and ° personal notice. I 
will just read one or two: ‘‘Mr. A. F. 
Oldaker, whose photograph is here pro- 
duced, was born in Herefordshire, edu- 
cated at All Saints School,” etc. ‘‘Mr. 
Oldaker, joined the field staff of the 
Government Life Insurance Depart- 
MONGAIN PLOOO Peers isis. He is an ex- 
cellent agent, a good raconteur, can 
sing a good song, and his genial dis- 
position procures him a hearty wel- 
come wherever he _ goes,’’—qualifica- 
tions which would hardly be comment- 
ed upon if he was merely to be a col- 
lecting agent. Another copy, ‘‘Mr. 
Alexander Morton, who is one of the 
Department’s most successful agents, 
has had a varied career, from sugar 
planting in Demerara to sharebroking 
MM eAUCK An darn en Mr. Morton is 


very popular with all classes of the 


community, and when fairly settled on 
the war-path conducts his case with 
the ability of a K.C.”’ ‘Mr. John 
Sheridan is a thorough believer in life 
insurance, he decided to try canvas- 
sing for the Government office. At 
this work he has been eminently suc- 
cessful, having so far completed close 
on £100,000 of new business for the 
Department.’’ This is an article from 
which I will make an extract publish- 
ed on business in London and repro- 
duced in the Government Insurance 
Recorder. It therefore has all the 
earmarks of reliability, as I do not 
suppose this journal would ~eproduce 
an article if it were incorrect, that is 
in regard to the management of that 
company. Referring to the absolute 
failure of Government Insurance in 
England, which I alluded to the other 
day and intimating that there seems 
to be something wrong it tries to seek 
the remedy in the New Zealand Gov- 
ernment Department of Insurance. It 
says, ‘‘‘In New 4ealand they have at 
least managed to get bulk of business, 
and probably Mr. Seddon would be 
very willing to give the recipe. The 
recipe is very simple—namely the adop- 
tion of business methods. There is 
no natural demanu for life insurance. 
Men have to be coaxed into doing 
their duty. The Government Insur- 
ance Department of New Zealand em- 
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ploys coaxers, agents, ambassadors, 
missionaries, to go up and down the 
country selling an unpopular article. 
They coax, persuade, and educate 
people. And the Government helps 
its agents by circulating effective lit- 
erature. It paves the way for its 
energetic out-door staff, and thus se- 
cures a rattling good business year 
after year.’’’ If these gentlemen. do 
this for nothing they must be very 
philanthropic. I take up the re- 
port for the year 1903 of the financial 
statement of the New Zealand Govern- 
ment Department as publihsed in their 
own journal, and which I might 1e- 
mark incidentally is addressed to the 
General House of Assembly, not to the 
policyhoders of the company. This 
apparently must be a stock company, 
not a mutual one—they have at any 
rate behind them a large guarantee 
fund or uncalled liability for the pro- 
tection of their policyholders. In that 
statement I find, ‘‘New premiums for 
the year £23,462—leave out the shil- 
lings and pence. On the other side 
of the account I find commissions new 
£14,681, or 62.7 per cent. of the total 
first year premiums selected in that 
year. I find that the renewal com- 
missions paid were only some £2,000, 
whereas the renewal commisions col- 
lected were £276,000. It would appear 
rather that they employed canvassing 
agents and paid them more than 
mere collecting agents. I might 
add if we add to the commissions paid 
on first year’s business, medical ex- 
penses, advertising and other inciden- 
tal items that are properly chargeable 
to first year business it will be found 
that the expenses of the New Zealand 
Government Department are over 100 
per cent., or were in the year 1903 over 
100 per cent. of the premiums received. 
They are not very wide apart in that 
respect from Canadian Companies. 
There are other matters I could give 
information and data that were re- 
ferred to but I will refrain. I am not 
here to make out any case for or 
against Government Life Insurance. 
TI think it is absolutely unnecesasry. 
I am not here to make out any case 
against the New Zealand Government 
Department, but I asked the privilege 
of coming here and making this state- 
ment simply and purely in justice to 
myself ,as I thought in view of the 
statements I made in the witness box, 
the reasons I assigned, I was not 
prepared to give these figures that I 
should not have been pressed in the 
matter quite so hard as I was. I thank 
the Commission for the privilege ac- 
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corded me. I may add I have other 
literature, and I will be very pleased 
to lend it to Mr. Hellmuth or to any 
person who wishes. They will find the 
statements I made are in every res- 
pect absolutely correct. If Mr. Hell- 
muth wishes me to come back and’ ask 
me questions later I will be very 
pleased to answer them, or if he asks 
other actuaries who follow me _ they 
will be equally competent, perhaps 
even more than I am, to give the de- 
sired information, as I think it is 
information Mr. Hellmuth wants and 
nothing more. I would wish to say 
in regard to the figures he quoted, I 
do not mean to say for one instant 
they were mis-quoted— 

MR. HELLMUTH: I hope ata later 
date to place before this Board the 
New Zealand Government returns. I 
do not think we shall find the figures 
to be inaccurate, for unless the books 
sent to me are ali mis-quoted I did 
not make a single incorrect statement, 
unless those books. were wrong? A.— 
I might add, I will tell Mr. Hellmuth ~ 
where he fell into error. The ratios 
he quoted were I think ratios of ex- 
pense to total income, not to premium 
income, and that is what led me into 
the error when I assented to the cor- 
rectness of his figures. 

MR. SHEPLEY: It was not my in- 
tention to take up the question of 
Government Insurance at this stage, 
but we shall have to do that subse- 
quently in a somewhat different way. 


CANADA LIFE ASSURANCE COM- 
PANY. ‘ 


Examination of Hon. George A. 
Cox continued : 

MR. SHEPLEY: | understand from 
Mr. Watts search has been made as 
to the portions of the correspondence 
that we were speaking about on Wed- 
nesday afternoon, but that it has not 
been found, and cannot be found— 
that is right, I assume?’ A.—Very 
likely written by Mr. Ramsay in his 
own handwriting, and possibly copied 
in a private letter book, I do not 
know. ‘They are not in the records 
of the office, I am informed. 

Q.—We had got so far as to the 
point at which we were about to dis- 
cuss the legislation in respect of policy- 
holders, and I want to ask you a ques- 
tion or two with regard to the statute 
that was passed, that ‘statute was as- 
sented to on the 10th July, 1899; up 
to that time, as \ understand it, your 
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policyholders had no voiceP A.—No 
voice, no sir. 

Q.—And I understood you to say 

that it was at your instance and upon 
vour suggestion that the change in 
she status of the policyholders was 
brought about? A.—I think that 
would be correct to say that; I was 
entirely in accord with it, and I rather 
think I was amongst the first to sug- 
gest it, I won’t be positive as to that, 
certainly I was entirely in accord with 
it and supported it in Parliament. 
_ Q.—The general purpose of the stat- 
ute was to enable certain policyholders 
to vote for directors, but not to give 
them any other voice in the manage- 
ment of the company? A.—The pol- 
icyholders directors have the same 
voice in the management of the com- 
pany as any other director with the 
exception— 

Q.—But the policyholders have no 
volce in a general meeting like ike 
shareholders except in the mere matter 
of electing a Board of Directors? A. 
—I do not understand the law. 


Q.—Let us not have any misunder- 
standing about that: ‘‘At all meet- 
ings at which directors are to be elect- 
ed, a policyholder whose policies in 
force amount to $3,000 or upwards, 
exclusive of bonus additions or profits, 
upon which the full premiums for two 
years or more have been paid, shall 
_be entitled to vote for the election of 
directors in the manner herein pro- 
vided, but shall not as a policyholder 
be entitled otherwise to vote at such 
meetings?’’ A.—It has not been the 
practice and I did not know that that 
was the law I do not know any in- 
stance in which the policyholders’ dir- 
ectors occupy any different position 
than that of the shareholders’ direct- 
ors. 

Q.—Yes, the policyholders’ director 
occupies the same position as a share- 
holder’s director, but the policyholder 
himself in a general meeting at which 
elections are taking place, while he 
can vote for his directors he cannot 
vote upon any other subject which 
interests the general meeting? A.— 
Well, I was not aware of that con- 
struction of the law. At any rate [ 
cannot imagine any case where a pol- 
icyholder at a general meeting, a ques- 
tion that would arise beyond the elec- 
tion of the directors—I do not know 
that we have ever had a case of that 
kind. 

Q.—I suppose your shareholders do 
vote upon other subjects at the gen- 
eral meeting besides the elections? A. 
—tI do not know of any case in which 
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there -has been ever any distinction 
at all. 

Q.—Perhaps the general meetings 
are so harmonious that nobody has to 
vote about anything, that everything 
is carried? A.—That is true. 

Q.—The policyholder who may be 
elected is a policyholder whose policies 
in force amount to $10,000 or upwards, 
and whose premiums have been paid 
for 5 years or more? A.—That is a 
qualification for a director, not for a 
voter. 

Q.—The man to whom that qualifi- 
cation applies is eligible to be a dir 
ector? A.—Yes. 

Q.—Then there is a provision with 
regard to the calling of the meeting, - 
and then there is the provision for 
retirement of the directors by rota- 
tion? A.—Yes. 

Q.—The policyholders elect their dir- 
ectors separately? A.—Yes. 

Q.—And the shareholders elect their 
directors separately? A.—Yes. 


Q.—And you remember of course 
the proportion? A.—yYes, two-fifths 
the policyholders and three-fifths share. 
holders. 

Q.—That is out of a Board of ten 
there would be four elected by the 
policyholders and 6 by the sharehold- 
ers? A.—A Board of 15, that is our 
Board, there are 6 policyholders’ direc- 
tors and 9 shareholders’ directors. 

Q. That would be the same thing? 
A.—Yes, 15 is the number. 

Q.—Does it fall that sometimes a 
person who is a sharehoder, and eligi- 
ble in that capacity, is elected by the 
policyholders? A.—Yes sir, there is 
nothing to prohibit that. © 

Q.—And from the time this statute 
was passed have you had always upon 
the Board policyholders who were not 
shareholders? A.—No sir, not al- 
ways; I think the present directors, 
some of them are shareholders and 
some are not. 

Q.—You have not always had upon 
the Board one or more policyholders 
who were not shareholders ? A.—Yes 
sir, we have. 

Q.—You say you always have? A. 
—Always have. 

MR. BRUCE: All the directors were 
shareholders before the Act. 

MR. SHEPLEY: Since the Act? A. 
—Since the Act some of our policy- 
holders’ directors are shareholders and 
some are not, 

Q.—How many of the directors since 
1899 have been policyholders and not 
shareholders at all? |A.—Three pol- 
icvholders’ directors who were not 
shareholders: J. Ross, Montreal, Gov- 
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Chapeau of Montreal. 

Q.—Perhaps you have all the pol- 
icyholders pretty well insured? A. 
—We have every man insured we can. 
These men would not be eligible if 
they were not. 

Q.—I see your legisation permits 
the policyholders to vote by 
A.—Yes. 

Q.—In that respect it differs from 
some other provisions we have seen? 
A.—Yes in person or by proxy. 


Q.—The proxy however must be in 


the hands of the Secretary 20 days be- 
fore the meeting at which it is to be 
acted upon? A.—That was thought 
to be a wise provision in the interest 
of everybody. 

Q.—Because why? A.—It would be 
desirable to know who were going to 
vote before the annual meeting. 

Q.—Why would not it be an ideal 
meeting to have everybody that was 
entitled to vote represented or in per- 
sonP A.—We are always glad to have 
them, and we do everything we can to 
get them to come, to the extent of giv- 
ing them lunch and everything else. 


Q.—You say it is very desirable to 
know in advance who is going to vote— 
whom to know? A.—Everybody to 
know who is interested. 

Q.—For the management to know? 
A.—Yes, for every person to know. 


Q.—That is a little different from 
some of the legislation we have seen; 
in some of the legislation the policy- 
holder who wants to introduce any 
subject has to give notice of it a con- 
siderable time before the meeting; you 
do not require that? A.—WNo. 

Q.—Have you found the statute work 
in practice, have you had policyholders 
vote by proxy and otherwise? <A.— 
To a very limited extent. 


Q.—Your minutes I suppose will 
show who have been present, but it 
won’t distinguish perhaps between 
policyholders pure and simple and 
shareholders? A.—We can give you 
the number of policyholders who have 
been represented by proxy at each of 
the annual meetings since that law 
was passed who have sent in their 
proxies. 

Q.—I should like to have that for 
the information of the Commission? 
A.—I have it in my hand now. The 
proxies sent in for the year 1900, that 
was the first year, were 1905. 

Q.—You mean policyholders’ prox- 
iesP A.—Yes. That was out of a 
possible 6,500 ; there were 6,500 policy- 
holders in that year who were entitled 
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to vote, and 1905 were represented by 
proxy. 

Q.—At the first meeting after the 
statute you had 1905 policyholders re- 
presented by proxy? A.—Yes. In 
1901 293 out of a possible 7,230; 1902, 
266 out of a possible 7,280; 1903, 253; 
1904, 294. 

Q.—Have you the total possible in 
both these cases? A.—No, I have the 
possible votes for 1900, 1901, 1902 and 
1905; they would be steadily increas- 
ing. 

Q.—In 1905 the number represented 
were what? A.—403 out of a possible 
8,682. In 1906 768 out of a possible 
8,800. 

Q.—Those figures may have some sig- 
nificance, or they may not have much ; 
that will depend upon the circum- 
stances; can you offer us any explana- 
tion of the large vote in 1900? A.— 
That was the first year at which pol- 
icyholders had the right to vote. 

Q.—Was there anything in the air? 
A.—Not that I know of. The com- 
pany’s head office had in the meantime 
been removed to Toronto. 

Q.—How were the proxies in 1900 
distributed, in one hand or two or in 
numerous hands? A.—I fancy they 
were all made out to the President and 
Vice-President. 

Q.—If_ instead of using the name of 
the office you gave the name of the 
gentleman it would suit much better ? 
A.—Myself as President, and Mr. F. 
W. Gates as Vice-President. I fancy 
that is the way the proxies were; they 
may have been different, I don’t know, 
but the majority of them would be 
that way. 

Q.—Do you know whether there was 
an effort to get proxies? A.—I do 
not. 

Q.—You do not know of any such 
effort? A.—It would be immediately 
following the legislatign and the pub- 
lic would be specially interested at the 
time, and the proxies were sent out 
and came in in the ordinary way. I 
might just make this statement: no- 
tice of the annual general meeting 
of stockholders and policyholders was 
given in the first two issues in the 
month of February in the Canada Gaz- 
ette, and in the first six consecutive 
issues in that month of daily news- 
papers published in the cities of Ham- 
ilton, Toronto and Montreal, and such 
notice contains the names of the re- 
tiring policyholders’ directors and of 
any person proposed for election to 
the office of director by policyholders, 
a as required by section 4 of .the 

ct. 
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Q.—That is of course in pursuance 
of the statute? A.—Yes. In addi- 
tion to such notice the Secretary a 
few weeks before each annual meeting 
sent out proxies to the several branch 
managers or some of them that they 
might ask some of the policyholders 
in their vicinity for proxies, and the 
proxies received and obtained in that 
way, generally speaking, are sent in 
by branch managers, but occasionally 
a policyholder sends in his proxy to 
the Secretary. ; 

Q.—Of course the notice sent out of 
the meeting in 1900 could not have 
contained any names of retiring Policy- 
holders’ directors, because there were 
not any at that time? A.—wNo. 

Q.—That was the first meeting? A. 
—Yes. 

-Q.—TI see here in one of the answers 
prepared for us this statement: ‘At 
the election of February, 1900, 1892, of 
the proxies were in favor of Hon. 
George A. Cox, President, and F. W. 
Gates, Vice-President, or one of them, 
and the remaining 13 proxies were in 
favor of 7 different persons, the lar- 
gest number in favor of any one per- 
son being three.’”? You do not remem- 
ber, you say, of any special effort to 
get voters from among the policyhold- 
ers that year? A.—I do not remem- 
ber; there was no occasion for it as 
far as I know. Some of the branch 
managers may have taken more inter- 
est in it at that time. 

Q.— After that the proxies were com- 
paratively few? A.—Yes. 

Q.—Have you had policyholders at- 
tend the meetings in person in any 
considerable number? A.—We have 
a fair number each year. At the an- 
nual meeting of every institution of 
this kind my experience is the 
number of shareholders that attend 
is very small; the same remarks 
apply to policyholders in a life 
insurance company, if everything is 
going all right; it is only when you 
pass a dividend or do something that 
is not pleasant you get a full atten- 
dance of representatives. 

Q.—That sounds exceedingly natur- 
al? A.—Well, it is the result of ex- 
perience, 

Q.—I observe in 1906 you had more 
than you had for two or three years 
before? A.—Yes, we had, we were 
very glad to see them; we did not 
want the row, but still we are always 
very glad to see them. 

Q.—That was a meeting at which 
there was a statement made by your- 
self as President upon the whole sub- 
ject that was engrossing public atten- 
tion? A.—In my annual address I 
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went into the matter a little more 
fully, because of the agitation that 
was going on both in the United 
States and Canada. It was natural 
I think to do, and we sent out invita- 
tions and circulars and did what we 
could to get as many people as we 
could to attend. 

Q.—Then there are some sybjects 
which you took up in your address to 
the persons present that I will have 
to deal with more in detail subsequent- 
ly, but I pass that over for the pre- 
sent. I have to ask you some ques- 
tions in regard to your connection 
with some other companies; you are 
connected with and have been from 
its inception, the Imperial Life In- 
surance Company? A.—Yes sir. 

Q.—You are one of the incorpora- 
torse,  A.— Yes sir. 

Q.—That company was incorporated 
when? A.—About eight years ago, 

erhaps longer. 

2 Peet at 1898 ; was that at the be- 
ginning a company as to which, using 
the word in the same sense in which 
we used it Wednesday, you were 1n 
control? A.—Yes sir. | 

Q.—You were able by virtue of your 
stockholding to mould its destinies and 
its policy? A.—Yes sir. 

Q.—Did you continue to hold the 
majority of the shares or to control 
the majority of the stock in that com- 
pany throughout? Ai—I did, y-yes 
sir, and I do. 

Q.—You always have? A.—Yes. 

Q.—You have always controlled? 
A.—Yes sir. 

Q.—Either by holding stock in your 
own name or by your friends and re- 
latives holding it? A.—Yes sir. 

Q.—I would like you to tell the Com- 
missioners with what object you form- 
ed the Imperial Life Insurance Com- 
pany, why you formed a second com- 
pany? A.—Well, it was purely a per- 
sonal matter, purely a personal mat- 
ter; it may seem not a very good rea- 
son to yourself or to this honorable 
Board, but it was because I wanted 
my son t@ be the Manager of the com- 
pany, and I told Sir Oliver Mowat, 
Sir Mackenzie Bowell and other gen- 
tlemen of that kind just the purpose 
I had in view, and it carried their 
judgment, and it carried the judg- 
ment of every shareholder; there was 
no person who took shares in the com- 
pany or became a director of the com- 
pany without knowing that was my 
avowed purpose. I thought it was 
just as legitimate as if I had been 
practising law all my life to have him 
become a partner in that business or 
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any other business in which I might 
have spent my life. It gave em- 
ployment to a fair number of repre- 
sentatives and officials, and it retains 
the money that is paid for life insur- 
ance in Canada. That company now 
although quite a young company has 
something over three million dollars 
invested in Canada that would pos- 
sibly have been invested in the United 
States, taken by American companies. 
It was perfectly patriotic and natural 
in every way to establish that com- 
pany, and it was done openly and 
above board; there was nothing wrong 
about it. 

Q.—I am not suggesting there was 
anything that was not above board; 
at all events your object in the way 
in which you have spoken, was partly 
patriotic, and partly of course with the 
desire, the proper desire to occupy a 
profitable field? . A.—Yes. My son 
was desirous of going into life insur- 
ance business, and if I had used my 
influence to put him upon the staff of 
the Canada Life what would the pub- 
lic have saidP 

Q.—I suppose they would have said 
very much what they have been say- 
ing P A.—Very likely; they would 
have said it with greater force. It 
was to give him the position which I 
believed was a good position, and it 
also gave good positions to a number 
of other bright, capable young men. 

Q.—I want you if you will to go 
through the stock list of the Imperial 
and to point out—I will tick them as 
you point them out—the shares which 
you control, using the word in the 
sense which we have been speaking 
of 2 o> A Yessir: 

Q.—There is your name first? A. 
—Yes sir. Mr. Flavelle owned his 
own stock; a good portion of it he 
has since sold; I think he owned it 
at the time. I think we may exclude 
Mr. Flavelle. 

JUDGE MacTAVISH: We cannot 
hear the witness? A.—The first name 
pip own; the shares belong to my- 
self, 

MR. SHEPLEY: The next is Mr. 
Flavelle’s; we exclude that? A.— 
Yes, I should make the statement at 
this point, that some of these shares 
may belong to myself personally or to 
the Central Canada Loan Company, 
which I regard in the same light as 
I do myself. 

Q.—I am coming to that in a little 
while? A.—S. C. Wood; his shares 
were his own. My son’s shares, you 
may call them his own or mine. 
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Q.—There is an identity of interest 
thereP A.—Yes. 

Q.—That is your-son F..G.s?. A:— 
Yes, he is the managing director of 
the company. 

Q.—Then Mr. Malone? 
are his own shares. 

Q.—He has personal relations with 
you? A.—Yes, he is my private 
solicitor. 

Q.—As you say he owns the shares 
we will pass him over? A.—Yes, he 
is a director of the company. 

Q.=—-Mr. EH. Ri Wood?.= GA. — | hose 
betes would belong partly to him- 
self. 

MR. LANGMUIR: What list are 
you. quoting from? 

MR. SHEPLEY: This is the orig- 
inal taking of stock in the Imperial 
Life Assurance Company. 

Q.—You say those that stand in the 
name of Mr. Wood would be partly his, 
and you had not quite finished? A. 
—Partly his and partly the Central 
Canada’s probably. 

Q.—To the extent to which they 
are Central Canada, perhaps the whole 
extent, we may say those are your 
shares, in a sense you control them. 
Then Mr. Wood, may we take him? 
A.—As being among those who joined 
me in the matter. 

Q.—Mr. Ames? A.—Mr. Ames 
owned his own shares at the time. 
Since he has sold them. 

Q.—Mr.. Eccles? A.—He owned 
his own shares. 

Q.—Mr. Beatty? 
his own I don’t doubt. 
member. 

Q.—Mr. Gouinlock? A.—Mr. Gouin- 
lock owned his own. 

Q.—Mr. Slyvestre? 
ed his own. 

Q.—Mr. Kenny? A.—That would 
be mine or the company’s. 

Q.—When you say the company’s, 
you mean the Central Canada? A.— 
Yes. 

Q.—Then Ames in trust, a small 
holding? A.—I think that belonged 
to his daughter. 

Q.--MréceHartyr 
his own. 

Q.—Mr. Rolph? 
his own. 

Q.—Dr. Hoskin? A.—He owned 
his own, I think. I don’t remember 
about that. I am pretty sure he did. 

Q.—We will query that? A.—Yes. 


A.—These 


A.—He owned 
I don’t re- 


A.—He own- 


A.—He owned 
A.—He owned 


Q.—David Smith? AM Terdon’t 
know him at all. 
Q.—H: M,: Baird? A.—He owned 


his own. 
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Q.—Sir Oliver Mowat? A.—He 
owned his own. 


Q.—Sir Mackenzie Bowell. A.—He 
owned his own. 

Q.—Mr. Connell? Avett dont 
know him. 

Q.—Mr. Badenach? A.—I don’t 
know him. 

QO-—Mr.-G? B. Smith? .. A:=——I think 


he must have owned his own, I am 
safe in saying he did. 

Q.—Mr. J.D. Edgar? A.—TI have 
no doubt he did too. I cannot remem- 
ber as to that? 


Q.—Mr. Kemp? A.—He owned his 


own. 
Q.—Mr. Davidson? A.—He owned 
his own. 
Mr. Blackie?  A.—He owned his 
own. 


Q.—The O’Flynns, two? A.—I 
don’t know as to that. Oh, they 
owned their own too, I know they 
would not be in trust. 

A.—He owned 


Q.—J. D. Flavelle? 
his own. 

Q.—And William Flavelle? A.— 
He owned his own. 

Q.—F. W. Scott? A.—Owned his 
own. 

Q.—Mr. Wheeler Bennett? A.— 
He owned his own. . 

Q.—Mr. Plummer? A.—How many 
had he. 

Q.—50? <A.—He owned his own. 

Q.—Plummer in trust 150? A.— 
Very likely that would be owned by 
myself or the company. 

Q.—Then J. W. Flavelle, another 
200 in addition to the 800 we saw 
above? A.—I think they were his 
own. I think he had 1,000 shares. 
That is my recollection. 

Q.—Then two of your other sons 
H. E. and HE. W., we will tick those? 
A.—Yes. 

Q.—Dr. Potts? 


~ Own. 


A.—He owned his 

Q.—Mr. Housser? A.—He owned 
his own, I think. 

Q.—Then I will query Mr. Housser ? 
Mr. F.C. Taylor? A.—The same re- 
marks apply to Taylor. 

Q.—I will query that then. Mr. 
HallP A.—The same remark. 

Q.—What is your view about that? 
A.—These gentlemen are directors of 
the Central Canada. The stock may 
have belonged to the Central Canada 
end may have belonged to them. I 
pane it belonged to the Central Can- 
ada. 

Q.—Then I will put ‘‘C.C.”’ opposite 
the queries and we will know what it 
means. Then Mr. Davis, that I think 
we will tick? A.—Yes. 
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Q.—Then Mr. A. A. Cox, we will 
tick that? A.—Yes. ’ 
Q.—And Mr. MorrowP A.—Yes. 
Q.—Then Mr. E. A. Badenach oc- 
curs again? A.—I don’t know him. 
Q.—He is a fire insurance man? A. 
—They would be his own. They 
would not be in trust anyhow. 
Q.—Then Mr. Walker? A.—They 
were his own. 
Q.—He would be in sympathy with 
you? A.—Oh yes, I think they all 


were. 
Q.—W. G. Morrow? A.—What 


ber is that? 
“Q._10 shares? A.—They would be 
A.—They 


his own. 
Q.— William Mackenzie? 


ld be his own. 
yO DE: evrurdone A.—Those would 


be his own. 
O.=—D: Maurice? 


be his own. 


A.—They would 


Q.—E. Scott, 20 shares? A.—They 
would be his own. 
Q.—Mr. H. H. Warren? A.—They 


would be his own also. 

Q.—You have told us that since 
that time you have been, in the sense 
in which we have been speaking, in 
control of the Imperial Life? A.— 
So far as having the majority of the 
stock available. I have not con: 
trolled or interfered with the manage: 
ment of the company in any way. 

Q.—I am using the word still in the 
sense in which we were using it on 
Wednesday. Has there been a time 
at which there were negotiations for 
an alteration in that control, a trans- 
fer of that control to other hands? A. 
—There was a time when a portion 
of the stock was purchased by Mr. 
Ames and another gentleman, I don’t 
know whether I should mention his 
name or not, an officer of the company, 
that would have given them a half in- 
terest in it. Mr. Ames’ subsequent 
suspension resulted in these shares com- 
ing back tome. : 

Q.—I will have to ask you to go in- 
to that transaction a little more in 
detail, Mr. Cox, if you please. Just 
tell us what brought about these ne- 
gotiations and just what they were 
and if the documents are not here 
please have them brought? A.—We 
can get them at once. You ask me 
what brought it about? . 

Q.—Y 687, A.—A desire upon the 
part of these gentlemen to become 
largely interested in the company and 
I reluctantly conceded that. 

Q.—The gentlemen’s names, there is 
no reason that occurs to me for not 
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mentioning them? A.—It was Mr. 
Ames and Mr. Bradshaw. 

Q.—Then what form did the negotia- 
tions take, what was the agreement? 
A.—The agreement was that they 
would purchase the one-half of the 
shares, if I remember rightly, one-half 
of my holding. 

Q.—And that was put in writing? 
A.—Yes. 

Q.—Is it here? A.—Well, we can 
get it, at least I assume so. Do you 
want it before the afternoon session? 

Q.—Yes, I would like to have’ it 
while we are discussing it. I can go 
on while they are sending for it. You 
say the agreement affected just half 
the stock? A.—That is my recollec- 
tion, one-half of the holdings in which 
I was interested. It specified a cer- 
tain number of shares, and that so far 
as I remember was the one-half of my 
holding. 

Q.—Then was that accompanied by 
the payment of money to you for the 
stock? A.—A small amount I think 
was paid on it. 

Q.—And the agreement provided for 
the payment of the balance? A.— 
Yes. 

Q.—In consequence of that agree- 
ment or of the matters of which were 
embraced in it, was there any altera- 
tion in the composition of the Board 
or of the officers? A.—Not that I am 
aware of. I don’t think there was 
any. 

Q.—Who was the President of the 
Company then? A.—Sir Oliver Mow- 
at, I think. There has just been 
three Presidents. Sir Oliver Mowat 
was president from the time of the 
incorporation of the company until his 
death. Then Mr. Ames succeeded to 
that position for a short time, and 
then Sir Mackenzie Bowell succeeded 
Mr. Ames when he retired. 


Q.—Mr. Ames was not President 
very long? A.—No. 

Q.—Was his presidency the result of 
this arrangement? A.—wNo. 

Q.—Between yourself and him and 
Bradshaw? A.—No, it was not. It 
was the result of Sir Oliver Mowat’s 
death. 

Q.—On the llth of May, 1903, there 
was a meeting of the Board at which 
the first vice-president, Mr. Ames, was 
in the chair? Then there was a by- 
law passed altering the titles of the 
first and second vice-presidents. Do 
you remember about that? A.—No, 
sir, I do not remember about that. I 
am not on the board. 

Q.—Then on Mr. Ames vacating 
the chair, Sir Mackenzie Bowell was 


presidents ? 
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made chairman and it was moved by 
him, seconded by Mr. Massey that Mr. 
Ames be elected president of the com- 
pany and that was carried? A.— 
Yes, that was after Sir Oliver Mowat’s 
death. 

Q.—You say that the election of Mr. 
Ames was not part of the arrange- 
ment made between yourself and him 
and Bradshaw ? A.—No, at the in- 
corporation of the company Sir Oliver 
Mowat was president, Mr. Flavelle 
first vice-president and Mr. Ames sec- 
ond vice-president. I cannot remem- 
ber the date, but Mr. Flavelle retired 
from the first vice-presidency and Mr. 
Ames became first vice-president be- 
fore Sir Oliver Mowat’s death. That 
is my recollection. There were no 
strained relations of any kind. Mr. 
Flavelle retired of course entirely of 
his own motion and because of his in- 
creasing duties in other directions and 
Mr. Ames who had been the second 
vice-president became the first vice- 
president and at Sir Oliver Mowat’s 
death he became the president. 

Q.—I accept that just as you have 
given it to me, Mr. Cox. At the 
same meeting I see that your son, the 
managing director or the manager, 
and Mr. Bradshaw were elected vice- 
A.—Yes, I think that 
is correct. My son had been man- 
aging director from the commence- 
ment, and Mr. Bradshaw had been 
the actuary and secretary: from the 
commencement. ; 

Q.—Then do you remember approxi" 
mately the date of Mr. Ames’ failure? 
A.—It was in, I think, June 1903. 

Q.—That would be very shortly after 
his election to the presidency of the 
Imperial? A.—Yes. 

Q.—Which was, as we see, in May 
1903? - .A.=-Yes. I don’t, think he 
had any notion of suspending at that 
time. 

Q.—I suppose not. The sword of 
Damocles hangs over us and we never 
know what is going to happen. Then 
upon his failure what became of the 
negotiations between yourself and him 
and Bradshaw for the transfer of the 
half stock, the half interest in the 


company? A.—We re-purchased it. 
Q.—From whom? A.—From both 
of them. 


Q.—A matter which I think is of in- 
terest is, what did you pay for it? A. 
—I cannot remember at the moment 
but I can give you that information. 
It was at a considerable advance. 

Q.—And you will let me have the 
ficures? A.—yYes, I think it was an 
advance of perhaps 50 or 60 thousand 
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dollars, but I will give you the exact 
_ figures, 

Q.—Then was there ever at any 
other time in the history of the Im- 
perial any negotiation for your part- 
ing with your interest or any substa- 
tial part of it? A.—No, sir. 

Q.—Since that your interest has 
been maintained intact? A.—Yes, 
sir. 

Q.—Then in the course of the ex- 
amination of the Manufacturers’ Life 
we had some evidence with regard to 
a transaction between Mr. Gooderham 
and yourself? A.—yYes, sir. 

Q.—I would like to have that from 
your standpoint, if you please. We 
have it from the standpoint of Mr. 
Junkin, who was on the outside and 
only knew what he was told? A.— 
In the first place Mr. Gooderham had 
a controlling interest in the Manu- 
facturers’ Life, and he purchased a 
controlling interest in the Temperance 
and General Life. I was a consider- 
able shareholder, not a very large one, 
not a majority shareholders, but a 
considerable shareholder in the Tem- 
perance and General. I was also, I 
think, a small shareholder in the Manu- 
facturers’. I won’t be sure about 
that. It was very small. Mr. 
Sutherland was the managing director 
of the Temperance and General and 
Mr. Junkin the managing director of 
the Manuafcturers’ at the time. When 
I heard that the Temperance and 
General had sold a controlling inter- 
est to Mr. Gooderham without advis- 
ing me as a minority holder, I felt 
very indignant about it and wrote to 
Mr. Sutherland about it. The rea- 
son that he gave for that was that 
he had been told by a shareholder in 
Brantford, whose name I do not re- 
member for the moment, that I was 
trying to buy his stock and that un- 
less he, Mr. Sutherland, bought it 
from him that I would very likely 
get control of the company. Now 
there was absolutely no foundation 
whatever for that. I had no ne- 
gotiations with him. 

Q.—You were not at that time con- 
templating getting control of the 
Manufacturers’ or the Temperance and 
General ? A.—I was not. Now 
without my knowledge the control of 
the Temperance and General, in which 
I was a considerable minority share- 
holder, was sold to Mr. Gooderham 
and, as I say I felt somewhat exer- 
cised over it. I had a conversation 
with Mr. Gooderham’s son in law—I 
forget his name—Mr. Blackstock. Mr. 
Blackstock came to me and said that 
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he had been discussing the matter 
with Mr. Gooderham and that they 
were under the impression that I 
knew more about life insurance than 
they did and that they knew more 
about making whiskey than I did. I 
think those were the words they used. 

Q.—That also sounds very natural? 
A.—Yes, and he said they were pre- 
pared to discuss a sale of the stock 
in the two companies to me. Well, 
sir, that was just exactly what I 
wanted. I thought it would be a good 
chance to get this company to amal- 
gamate with the Imperial Life, that 
was what I had in my mind, and I 
purchased it within a very few hours 
of the time of my first discussion, the 
stock of the two companies, from Mr. 
Gooderham. 

Q.—That was within a few months 
after the incorporation of the Im- 
perial Life? A.—I don’t think it 
was so close as that. I should think 
it would be more correct to say a few 
years. About three years after the 
establishment of the Imperial. 

Q.—Then the Imperial was estab- 
lished a good deal longer ago than 
you told me in the first instance? A. 
—October, 1897, the Imperial was es- 
tablished. 

Q.—That is what I supposed? A. 
—And this was in 1901, was it not? 


Q.—The agreement between _your- 
self and Mr. Gooderham was in Decem- 
ber, 1898, and that is why I said a 
few months? A.—That’is right, is 
it? I did not remember the time; I 
thought it was longer. After closing 
that bargain I discussed the matter 
with Mr. Bradshaw, the actuary of 
the Imperial Life and requested him 
to make an exhaustive examination of 
the other two companies, which he did, 
and the result of his report was that 
he could not recommend the Imperial 
Life to join these companies, for his 
own reasons; I have no reasons to 
express; he was not prepared as the 
actuary of the Imperial Life to ap- 
prove of the coming together of the 
three companies and the result was 
not that my controlling power of vot- 
ing on the stock was exereised and 
the thing pushed through, but his 
advice was accepted and at the earli- 
est possible moment the stock of these 
two companies was sold, at just about 
what it cost me. 

Q.—Then this is the agreement that 
is already an Exhibit in the records 
of the Commission? The agreement 
in duplicate between Mr. Gooderham 
and yourself. (Exhibit No. 57.) It 
recites that Mr. Gooderham is the 
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owner of certain shares and that you 
are desirous of acquiring his inter- 
ests and in consideration of the pre- 
mises he agrees to sell and you to 
buy the interest in the Manufacturers’ 
for the sum of $140,000 for 3,105 
shares, to be abated proportionately 
if he does not deliver them all but 
he is at any rate to deliver the 2,732 
which he then held. Then you can 
pay at the same rate for any shares 
in excess of the 3,105. Then there 
is a separate provision with regard 
to the purchase of the Temperance and 
General stock, that you are to pay 
$152,000 for it. And the stock is 
to remain in the name of the vendor 
until all the monies payable hereunder 
have been paid. Then you were to 
pay $26,000 on the execution of the 
Heep which you did, I suppose? 
‘A.—Yes. 


(—And the balance you were to 


have four years at 4 per cent. to pay? 
A-—Yes, 


Q.—Then it was agreed that Mr. 
A. E. Gooderham should go on the 
board of directors of ‘‘several’’ life 
insurance companies in which you were 
interested. Do you remember that 
provision? A.—No, I don’t remem- 
ber that proposition. It could not 
be so indefinite as several companies, 
because my sins were confined alto- 
gether to one. 

Q.—Perhaps they thought you had 
more life insurance companies than 
you were letting them know of? A. 
—I get the credit for having a good 
many things that I have not got and 
doing a good many things that I do 
not do. I don’t remember that pro- 
vision. I think it was a provision 
that he would remain—however this 
must be right, it is signed by the two 
of us, but I did not remember the 
phrase and I do not remember now 
that it extended to anything beyond 
the fact that they would remain and 
they did remain in point of fact on 
the boards of these companies because 
they were still largely interested in 
them. 

Q.—Until the agreement was car- 
ried out? A.—Yes. 

Q.—They did not go on the Imperial 
board of course because the transac- 
tion was not carried out? A.—The 
transaction was not carried out, no. 

Q.—And they did not go upon the 
Canada Life board, and perhaps it 
was not intended from the beginning 
that they should? A.—No, I don’t 
think so. 

Q.—That was not one of the sever- 
al companies? A.—No. 
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Q.—There were no other life insur- 
ance companies that you were inter- 
ested in? A.—Not to the extent of 
having any power or influence in the 
election of directors. JI am interested 
in life insurance companies; where- 
ever I get the chance to buy a little 
stock in a life insurance company, I 
buy it. On both sides of the Atlan- 
tic. 

Q.—But you have not control, us- 
ing the word in the same sense in any 
other companies but these two? A. 
—No, sir. It would possibly refer to 
the Imperial when the three companies 
would merge into one as I anticipat- 
ed. 

Q.—Then the last clause of the 
agreement refers to what you have 
been telling us about, ‘‘the purchaser 
agrees but without making it a con- 
dition of this agremeent or render- 
ing himself liable for a breach of the 
same, that upon the amalgamation or 
consolidation with any other company 
or companies,’ that was the Imperial 
you referred to? A.—Yes. 

Q.—‘‘He will permit the vendor to 
acquire from the purchaser,’’ that is 
you, ‘‘ a substantial interest at or 
near the average cost to the purchas- 
er of his interest in the said two com- 
panies?’? A.—Yes. 

Q.—You did not bind yourself to 
that but you bound your honour to 
give him a substantial interest in the 
consolidated company at cost? A.— 
If it went on, yes. 


Q.—Then you say Mr. Bradshaw 
made an exhaustive examination into 
the affairs of the two companies which 
you were proposing to buy? A.— 
Yes, which I had bought. 

Q.—And the result of his examina- 
tion was that he dissuaded you from 
carrying out the ‘purchase? A.— 
No, not the purchase, because it had 


-already been made. He disssuaded 


me from the amalgamation and in 
consequence of that I sold. 

Q.—To whom did you sell? <A.— 
It was first sold to MacCuaig and 
some person in Montreal. 

Q.—MacCuaig & Strachan were the 
names we heard from Mr. Junkin? 
A.—Yes. Then at a later date they 
were sold to some other parties. Mr. 
Junkin negotiated the matter. 

Q.—In the result Mr. Junkin told 
us that he was assured that neither 
you nor any person between you and 
him had made any profit upon the 
turn-over of the shares? A.—TI think 
that is substantially correct. 
Sinan corroborate that? A.— 
res: 
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Q.—You did not sell at a profit? 
A.—No, I did not. 


Q.—You saved yourself and that was 
allP A.—Yes, it might be a few dol- 
lars either way but it was substantial- 
ly the same. 


Q.—Mr. Watt tells me there was a 
profit of $658? A.—Yes. Well, Iam 
not speaking to the dollar, I say sub- 
stantially the same. 


Q.—I take Mr. Watt’s statement 
aud incorporate it with .the record, 
that your profit on the turn-over was 
$658. Then I may tell you that 1 
do not think you are bound to an- 
swer my hext question unless you 
choose. Are you still looking to- 
wards the acquisition of a company 
for the purpose of consolidating it 
with any other company that you are 
interested inP A.—I am not, sir. 


Q.—The Imperial is now standing 
upon its own merits? A.—Standing 
upon its own basis and doing real 
well. It has a good start and will 
take care of itself, 


_ Q.—We will see how well it is do- 
ing when we get as far as that? A. 
—All right, sir, I will put in that 
word in the meantime. 

Q.—Then you have certain other 
companies in which you are largely 
interested and I have now to ask you 
about those. Let me take first the 
National Trust Company? A.—My 
individual holding in that is very 
small. The Central Canada Loan and 
Savings Company— 

Q.—Which you look upon as your- 
self— A.—Yes, which I look upon 
as myself, I take that responsibility ; 
they own about 25 per cent. of the 
stock, and the Canada Life Assurance 
Company owns about the same amount, 
25 to 28, somewhere along there. 

Q.—And you have told us what 
your position is in the Canada Life? 
A.—Yes, 

Q.—Practically, Mr. Cox, so long 
as you do not war among your own 
members, you are in control of the 
National Trust Company, using the 
word not in any invidious sense? A. 
—It has not occurred to me in that 
way at all, The’ National Trust 
Company is an institution in which I 
have no more control or take no more 
part than any other of the directors 
of the company. But if I wanted to 
control the voting power of the Can- 
ada Life and the Central Canada and 
to turn out the directors, possibly I 
might do it, but I do not think I 
could do it, I do not think the direc- 
tors of either of these companies would 
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allow me to do that. I don’t think 
they would. 

Q.—If you used all the voting power 
which is at your command you could 
do it whether they liked it or not, but 
that is the same question we did not 
agree about on Wednesday? . A.— 
Just so. 

Q.—And I will not pursue that, I 
know your view that public opinion 
will prevent a man from acting in his 
own interest? A.—Yes I feel that 
very strongly. © Acting improperly. 
I feel that very strongly and I think 
everybody will agree with me in that. 
Take Mr. Hyde of the Equitable Life, 
what became of him? He couldn’t 
even live in the city he had to leave 
the country because he did not pro- 
perly handle the Equitable Life and 
he held a controlling interest in that. 
Isn’t that a good illustration?  Ac- 
tually had to leave the country. 

Q.—That is an apt illustration as to 
what the force of public opinion may 
do with respect to the conscience of a 
man. 

MR. NESBITT: Add to that, that 
his own board that he was supposed to 
control, absolutely declined to do what 
he wanted them to do? A.—His own 
board turned him out and he had to 
leave the country. 

MR. SHEPLEY: I do not want to 
press the subject too far. When you 
say if a man undertakes to do what 
is improper, there may be different 
opinions about what is proper and what 
is improper? A.—Yes, that is true. 

Q.—Then I shall not at present go 
into the dealings of the Canada Life 
with the National Trust, because that 
forms a separate piece of history. I 
ask you next about the Central Can- 
ada Loan and Savings Company. That, 
you say you look upon as yourself? 
A.—Yes, sir. ili scepie 

Q.—What is the Central Canada 
Loan and Savings Company, what is 
its object and purposes? A.—I do 
not know that I can give you further 
information than the annual reports 
of the company from time to time. 

Q.—Is it a company incorporated 
for the purpose of loaning upon mort- 
gages upon real estate? A.—Yes. and 
for the purpose of buying and selling 
securities, issuing debentures, recelv- 
ine deposits. Issuing their own de- 
bentures, buying and selling securi- 
ties and loaning real estate. A com- 
pany established in 1884, if I remem- 
ber rightly. It has a paid up capital 
of $1.500,000 and a reserve fund of 
$1.000,000. 

Q.—There has been a great deal of 
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legislation about it, I think? A.— 
There has been one amendment to its 
charter. 

Q.—I find more than one. This is 
the power contained in the original 
letters patent. To acquire and hold 
either in fee simple or for a term of 
years any lands, tenements or heredi- 
taments and to lease or sell the same 
upon such terms and conditions as may 
be agreed upon? A.—That has been 
eliminated by subsequent legislation. 

Q.—To lend money on the security 
of mortgage of real estate, whether 
freehold or leasehold, to purchase or 
lend on Government and municipal 
bonds or debentures, the stocks and 
debentures of chartered banks or com- 
panies incorporated under any special 
or general Act of the Dominion of Can- 
ada or of any of the former provinces 
of which the same is composed, or of 
the Province of Ontario, at such rate 
or rates of interest as may be agreed 
upon, to receive money on deposit, pay 
such rate of interest as may be agreed 
upon and to borrow on the debentures 
of the company, under the name of the 
Central Canada Loan and Savings 
Company of Ontario. ‘Those are the 
powers of the Company with the elim- 
ination of the power to acquire and 
hold real estate? A.—Yes. 

Q.—Has that, speaking generally, 
been the business which the company 
has carried on since its incorporation, 
the business of purchasing and mar- 
keting securities? A.—Yes, and in 
the early years of the company their 
business was confined almost exclusive- 
ly to mortgage loans, but for many 
years the business has been more par- 
ticularly in the purchase and sale of 
securities. 

Q.—Does it do a large deposit busi- 
ness? A.—It does a substantial de- 
posit business, yes, and has from its 
inception. 

Q.—I think you told me on Wed- 
nesday that that company originally 
carried on its operations in Peterbor- 
ough? A.—Yes. 

Q.—The head office was subsequently 
moved on to Toronto? A.—Yes. 


Q.—And its operations have grown 
from year to year until they are now 
very large? A.—Yes. They still 
have an office in Peterborough. 

Q.—Have you any other branches? 
A.—No. That is for the purpose of 
loaning on mortgage. Our mortgage 
loans are largely there. 

Q.—Then this is handed to me as 
your last report. (The letters patent 
of the Central Canada and the 22nd 
Annual Report are filed as Exhibit 
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No. 181.) On the first page you have 
your offices, Toronto and _ Peterbor- 
ough; your bankers in Canada and the 
United States are the Canadian Bank 
of Commerce; in Great Britain, the 
Bank of Scotland. You have agents 
in Glasgow and in Edinburgh? A.— 
Yes, sir. 

Q.—What is the nature of the agen- 
cies there, what is the business they 
do? A.—The sale of the company’s 
debentures. 

Q.—Then we have the board, con- 
sisting of yourself, president, your son 
EF. G. Cox, and Mr. E. R. Wood as 
vice-president? A.—Yes. 

Q.—Sir Thomas Taylor, your son E. 
W. Cox, Richard Hall, J. J. Kenny, 
F. C. Taylor, your son H. C. Cox, 
William Mackenzie, Robert Jaffray, 
J. H. Housser, Chester D. Massey, 
Rev. John Potts and J. D: Morrow 
form the board, and the other officers 
are Mr. Wood, managing director, Mr. 
Morrow, assistant manager and Mr. 
Hodgins, secretary? A.—Yes, sir. 

Q.—Then you have here a statement 
of assets and liabilities, the assets 
amounting to $7,886,950.42, and the 
liabilities, including capital, are how 
much? A.—Well, the capital is $1, 
500,000. Reserve fund $1,000,000. 
The amount to credit of profit and 
loss 25 or 80 thousand dollars, and the 
balance is liabilities to the public. You 
have it al] there. 

Q.—Your deposits are $1,151,333.13. 
Your debentures $1,883,426.89. Your 
sterling debentures, in dollars $2,281,- 
311.68? A.—Yes, sir. 

Q.—I am not going into it in de- 
tail at present but I just want to indi- 
cate this, the Central Canada have 
dealings by way of selling securities to 
A.—Yes, they and 
-he Dominion Security Corporation 
which is owned exclusively by the Cen- 
tral Canada. 

Q.—That is another company I was 
about to ask you about. The Can- 
ada Life is a customer in the purchase 
of securities of the Central Canada? 
AN 8) x19? 

Q.—In the matters which we are in- 
vestigating, a great body of the securi- 
ties which the Canada Life holds, has 
been purchased from the Central Can- 
ada. Mr. Watt says and I am quite 
willing to have that statement made, 
that since the incorporation of the 
Dominion Securities Company the Cen- 
tral Canada controls it and makes its 
marketing of debentures through the 
Dominion Securities Company? A.— 
Any way you like to put that; as Mr. 
Watt says, these transactions are the 
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transactions of the Dominion Securi- 
ties Corporation. That is their ex- 
clusive business, and they are exclu- 
sively owned by the Central Canada. 
They have a large staff of employees 
all over the country buying and sel- 
iing securities and have very large 
transactions. I have not felt—right 
or wrong—that there was any reason 
why the Canada Life should not pur- 
chase their securities from the Domin- 
ion Securities Corporation because I 
was interested, or any reason why they 
should not do their banking business 
with the Bank of Commerce because 
I am president and shareholder in that 
institution. These are points that 
have been the subject of discussion 
and criticism in the press. I have 
had no hesitation in saying to the pub- 
lic and everybody with whom we come 
in contact in this question that we are 
dealing with these institutions and all 
that we ask is that the transactions 
between them get a fair and search- 
ing investigation. If there is any- 
thing wrong in them we will take the 
responsibility of that. 

Q.—We will try to make it fair 
any way, Mr. Cox. I shall have to 
ask you much more in detail in re- 
gard to this later on. At present 
I am just outlining the relationship 
of yourself to these various companies. 
When was the Dominion Securities 
Company formed? It seems to have 
been in 1901P | A.—I suppose that 
would be correct, yes. 

Q.—The date of the letters patent 
is the 18th of March, 1901. The in- 
corporators are Mr. Pellatt, Mr. 
George Edwards, Mr. Robert Arm- 
strong, Mr. A. L. Malone and Mr. 
Albert: Mearns? A.—I was not aware 
who the incorporators were. The 
directors are the same as the Cen- 
tral Canada. 

Q.—The board is the same as that 
of the Central Canada, and as you 


have stated the company itself is ex-. 
clusively owned by the Central Can- | 


ada? . A.—Yes, ‘sir. 

Q.—Now the purposes are, ‘“‘A. To 
purchase, sell or invest in debentures, 
bonds, stocks and other securities of 
any Government or of any municipal 
corporation or school corporation or 
of any chartered bank or of any in- 
corporated company.’’ 

“‘B. To borrow money upon the 
mortgages or pledge of any property, 
real er personal, of the company but 
without the power to issue debentures 
or receive deposits. 

C. To conduct a general brokerage 
business and to do all such things as 
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are incidental and conducive to the 
attaining of the above objects or any 
of them. Provided such objects shall 
not be deemed to include power to 
carry on the business of a loan cor- 
poration within the meaning of the 
Loan Corporations Act.’’ 

These are your corporate powers? 
Ac SY es sir: 

Q.—Then does the Dominion Se- 
curities Company do an extensive busi- 
ness in securities? A.—They-do a 
larger business than any other bond 
house in Canada, so far as I know. 
I think their transactions run into 
many millions a year. I should say 
18 or 20 millions of dollars last year. 
They have a staff of men travelling 
on the road between the Atlantic and 
Pacific, buying and selling securities, 
and I think I am safe in saying they 
are the largest bond dealers in Can- 
ada. 

Q.—Mr. Watt has asked me to put 
in a list of the shareholders of the 
Central Canada for the purpose of 
showing that there are a great many 
shareholders. Of course, as you have 
already indicated, your holdings are 
very large? A.—My holdings are a 
fraction over 50 per cent. 50 or 54 
per cent., perhaps 55. 

Q.—I have no objection to put that 
in as part of the Central Canada Ex- 
hibit. (Filed as part of Exhibit 
181.) Then, I gather from the re- 
turns or answers which have been 
given to us, that since the incorpora- 
tion of the Dominion ‘Securities Com- 
pany, most of the investments of the 
Canada Life in respect of the class of 
securities that they deal in have been 
with them? A.—I think, Mr. Shep- 
ley, that it would be fair to take that 
up with the Treasurer of the Canada 
Life and the Chairman of the Invest- 
ment Committee. You will get the 
information from them in greater de- 
tail and with greater accuracy. 

Q.—I was not going into it at pre- 
sent in detail at all but just to make 
the link there for the present. I am 
going into that in detail hereafter? 


_A.—I could not give you the percent- 


age of purchasers from the Dominion 
but we have them in detail. 

Q.—You have at all events purchas- 
ed very largely from them? A.—We 
have purchased largely, I fancy it 
would be correct but it would be bet- 
ter I think to have the exact per- 
centage of the purchases from them 
and from other institutions. 

Q.—I shall make that detail after- 
wards but it would take me out of 
the path I am trying to travel to do 
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it at the moment. I just want the 
point that the Canada Life has dealt 
largely with the Dominion Securities 
Company? A.—Yes, sir. 

Q.—Then, when vendors of securi- 
ties come to the Canada Life with 
securities for sale, do the officers of 
the Canada Life, to your knowledge, 
send them to the Dominion Securities 
Company? A.—No, sir. 

Q.—With a view of having the sale 
made to the Dominion Securities 
Company first? A.—Not to my know- 
ledge, but that is a question that you 
would get answered I think more cor- 
rectly from the Treasurer of the Com- 
pany. So far as I know I have never 
known such a thing to happen at all. 

Q.—You are not aware of it? A. 
—No, sir, I am not, and every secur- 
ity purchased by the Canada Life 
comes before the investment commit- 
tee of which Mr. Alexander Bruce is 
chairman and Mr. Watt the treas- 
urer. 

Q.—If that does take place you are 
not aware of it? A.—I am not and 
I would be very much surprised to 
hear it. 

Q.—Mr. Watt hands me a state- 
ment; it was not my purpose to go 
into it with such detail, but Mr. Watt 
seems to make a point of it and I 
have no objection to stating it. In 
respect of these securities, the invest- 
ments: which are now held by the Can- 
ada Life, purchased since the Ist 
January, 1900, 11.62 per cent. have 
been purchased from the Central Can- 
ada; 31.55 per cent. from the Do- 
minion Securities Corporation; 38.36 


per cent. purchased directly from the: 


vendors, and 18.47 per cent. from 
other persons than those named. That 
of course, is subject to verification. 
Then, have you also an interest in 
the Provident Loan and Savings Com- 
pany? A.—Provident Investment 
Company, yes, sir, I have the exclu- 
sive interest. 

Q.—And where is that company 
carrying on its operations? A.—Its 
operations have been pretty nearly 
wound up. The chief assets of that 
are mostly in small parcels of real 
estate and mining stocks and things 
of that kind. ' 

Q.—Is it a sort of waste paper bas- 
ket? A.—It is in a sense, and it is 
not. It is perfectly good for any 
obligation it undertakes, but it is a 
company that is doing very little busi- 
ness now and the capital is being 
reduced from 800 to 100 thousand dol- 
lars with a view of liquidation. 

Q.—And I think the Canada Life 
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holds some of these securities? A. 
—No sir, it does not. Nobody does. 
It does not issue any securities at all 
of any kind. It has no power to 
receive deposits, issue debentures, or 
incur any liability excepting that of 
a broker in borrowing on the secur- 
ities which it pledges. 

Q.—Then is there another loan com- 
pany operating in Toronto in which 
you are interested, the Toronto Loan 
and Savings Co.P A.—The Toronto 


Savings and Loan Company. No, - 


sir, it is not operating in Toronto 
but it is operating in Peterborough. 
It is a company organized in 1885. 
That company is largely interested’ 
in Peterborough real estate property. 
It owns the property that I owned 
in Peterborough and handles all my 
business in Peterborough, all my chief 
investments there. 

Q.—And that is also your property? 
A.—Yes. 

Q.—That company does undertake 
obligations, I thinkP A.—Yes. 

Q.—And the Canada Life is a hold- 
er of its stock or bondsP A.—It is 
not a holder of its stock. 

Q.—Of its bonds? A.—Yes, to the 
extent of, if I remember rightly, $60,- 
000. ; 

$60,000 is what I have observed? 
A.—Yes. That is a company with a 
capital of one million, a reserve fund 
of $650,000. The annual statement 
of the company is there. 

Q.—This is the annual statement for 
1905. It shows assets of $2,545,903, 
and the profit and loss account over 
dividend of $22,531.78. I put that 
in and I will put in the by-laws with 
that (Exhibit 183). Then, have you 
any considerable interest in the Ham- 
ilton Provident, a company doing busi- 
ness in Hamilton? A— None what- 
ever, sir, never had. 


Q.—The Canada Life has invested | 
very considerably in the enterprise of 


the Dominion Coal Company? <A.— 

They are holders of stock in the Do- 

minion Coal Company, yes, sir. 
Q.—Then the Dominion Coal Com- 


pany has certain other enterprises, has — 


it not, the Iron and Steel Company, 
for instance? A.—The Dominion Coal 
Company has no interest in the Do- 
minion Iron and Steel Company, now. 

Q.—Not now? <A.—No, sir. 

Q.—But they were at one time close- 
ly associated and I was going into 
that a little more in detail further on? 
A.—At one time the Coal Company 
was leased to the Steel Company. but 
that connection has been separated en- 
tirely 


} 
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Q.—And the Canada Life holds some. 
of the securities of the Dominion Iron), 


and Steel Company? A.—Yes, they 
do. 

Q.—$100,000 Mr. Watt tells me? A. 
—That is the bonds, it is not the stock. 
First mortgage bonds. 

Q.—Then had the Dominion Rolling 
Stock at one time some connection with 
the Dominion Coal Company also? A. 
—The Dominion Coal Company has a 
Rolling Stock Company and I think 
it is cailed the Dominion Rolling Stock 
Company. 

Q.—And the Canada Life has securi- 
ties of that also? A.—They have. I 
do not know to what amount. I know 
we had them. They run out on 
monthly payments. Have we any of 
them now, Mr. Watt? 

Q.—I have not before me the figures 
for the later years? A.—They run 
out in monthly instalments that is why 
I asked the question. 

Q.—About $275,000, Mr. Watt 
says or thereabouts. Then do you 
know the Cape Breton Real Estate 
Company ? A.—Yes, sir, that is 
another company of the Dominion Coal 
- Company. 

Q.—You have a very considerable in- 
vestment there? A.—Yes, sir. 

Q.—About as much as you have in 
the Rolling Stock Company? A.— 
_ Yes, sir. 

Q.—Then you were interested also in 
the Canadian General Electric Com- 
pany? A.—As a shareholder. 

Q.—Have you a controlling interest 
there? A.—No, sir, I wish I had. 

Q.—If you really wish you had I 
think it is very likely you ewill have 
some day. From what you have just 
said I would take those to be very good 
securities in the hands of the Canada 
Life? A.—I am not aware that the 
Canada Life owns any of the securities 
of the Canadian General Electric. 

Q.—It did in 1898. 

MR. WATT: That was the bonds of 
the London Company that was owned 
by the Canadian General Electric? A. 
They have been paid off, the London 
Electric Company. That is the Elec- 
tric Railway of the City of London. 


Q.—That Mr. Watt tells me was. 


owned by the Canadian General Elec- 
tric? -<A.—Yes: 

Q.—Then you are connected also 
with the Electrical Development Com- 
pany? A.—TI am, ves. 

Q.—Very largely interested there? 
A.—WNo, sir, not very largely. 

Q.—It would seem large perhaps tr 
me, but vou do not think it is verv 
_ large. What is your interest there? 
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A.—In point of fact I don’t think I 
have any holding at all in the Electri- 
cal Development Company at the mom- 
ent. I originally took 100,000 dol- 
lars of the underwriting. One hun- 
dred thousand dollars of stock and one 
hundred thousand dollars of bonds. 
That has been sold. I think I am 
correct in saying that. Ido not keep 
these details very fully in my mind 
but I think I am correct in saying 
that that has been largely if not alto- 
gether sold. 

Q.—Another enterprise I want to 
ask you about is the Sao Paulo Com- 
pany. You know something about 
that? A.—yYes. 

Q.—That is a company incorporated 
where? A.—In Canada. 

Q.—And carrying on its operations 
in BrazilP A.—Yes,. in St. Paul. 
Sao Paulo. 

Q.—Are you a large shareholder in 
that? A.—No, sir, I am not, unfor- 
tunately. Sold too early. 

Q.—You were at one time? A.—I 
was at onetime. Not very large, but 
I was one of the original shareholders 
and I am yet a small shareholder and 
a director. 

Q.—But your holding has been re- 
duced? A.—yYes. 

Q.—What do you hold now? A.—I 
should say perhaps 100 shares or some- 
thing like that. Not much, if any, 
more than would qualify me as a dir- 
ector. I may have a couple of hun- 
dred shares. I really do not remem- 
ber, but a small holding. 

Q.—Then have you or had you any 
interest in what is usually spoken of 
by the short name of Twin City? A. 
—I don’t remember having been an 
individual holder of Twin City. I 
may have had some but I have none 
now. 

Q.—Have any of your companies, 
which you exclusively own, interests 
there? A.—Don’t say “exclusively 
own.” Say ‘‘in which I am largely 
interested.”’ Unfortunately I don’t 
exclusively own them. I don’t know 
that any of the companies have any 
now. They have owned it from time 
to time, but I don’t think that any of 
them own any Twin City now. I make 
that statement subject to correction, 
because I may be wrong. The Can- 
ada Life does not own any Twin City 
now. 

Q.—The Canada Life invested in 
those securities, including Twin City? 
A.—They did at one time and sold 
out at a profit. I wish they owned a 
lot of them. They are good securi- 
ties, ; 
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Q.—I have now to ask you somewhat 
more in detail about the dealings in 
Dominion Coal. In 1902 the lease of 
which you have spoken was made? A. 
—I cannot remember the date. - It 
would be about that I suppose. 

Q.—That lease is set out in the an- 
nual financial review published in 
July, 1902, commencing at page 140. 
It is from the Dominion Coal Company 
to the Dominion Iron and Steel Com- 
pany. That is the lease of which you 
were speaking some little time ago? 
A.—Yes sir. 

Q.—That is given under the title in 
the book, ‘‘Dominion Iron and Steel 
Company.’ At that time, when this 
book was issued, Mr. Ross was the 
President and you were one of the 
Vice-Presidents of the Dominion Iron 
and Steel Company? A.—Yes. I 
do not hold that position now. 

Q.—Speaking generally this was a 
lease of all the property of the Domin- 
ion Coal Company to the Dominion 
Iron and Steel Company at a fixed 
rental of $1,600,000. Do you remem- 
ber that? A.—I do not remember 
it. I have no doubt that is correct. 
I do not carry these figures because 
I have never been actively engaged in 
or largely interested in either of these 
companies. It was a long distance. 


I felt a great interest in the welfare. 


of the companies because they are very 
important enterprises. 

Q.—Perhaps it will come back to you 
in another shape. It was leased so 
that it could pay out of the rental 8 
per cent. on its common stock? A. 
—Yes, that is the reason I do not re- 
member the amount. That is what 
I had fixed in my mind, 8 per cent. So 
that the Coal Company would get what 
would enable them to pay their share- 
holders 8 per cent; that is the way it 
was put. 

Q.—We will take that upon the re- 
cord as it is shown here. I have no 
doubt this is correct but you will tell 
me if it seems wrong to you at all. 
The bond debt of the Dominion Coal 
Company was how much? A.—I don’t 
remember. That will all be in their 
annual report. 

Q.—$2,704,500 is what is shown in 
this book. Does that seem to you 
about right? A.—I have no doubt it 
will be right, what is there. 

Q.—And the preferred stock three 
millions, and the common stock 15 
millions? A.—Yes. 

Q.—The bonds bore interest at the 
rate of 6 per cent? A.—I think these 
bonds did. They have since been re- 
deemed. 
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Q.—And the rental which was to be 
provided for by this lease would en- 
able the interest to be paid upon the 
bonds, and interest at 8 per cent. upon 
both the preferred and common stock? 
A.—I think that was it. 

Q.—That was the idea of the lease? 
A.—Yes. 

Q.—LBefore this lease was in con- 
templation, what was your holding in 
the Dominion Coal Company? A.— 
My own personal holding? 

().—Yes? A.—I don’t remember. 
It would not be much. 

Q.—Do you know how the stock had 
been upon the market during 1902? 
A.—No, I don’t remember that, but I 
know that in the first years of the com- 
pany there was no dividend paid on 
the common stock and it was at a low 
rate on the market. 

Q.—In 1901 the highest seems to have 
been 514 and the lowest quotation of 
stock 83? A.—I have no recollection 
of that at all. I had very little in- 
terest in the Dominion Coal Company; 
perhaps attended one or two meetings 
in the year of the Directors. It is not 
an enterprise in which I am largely 
interested by any means although I 
view it as one of the most important. 

Q.—Were some of your companies 
interested? A.—No, not that I am 
aware of, beyond the investment in 
the securities of the company. I 
mean they were not interested in the 
active management of the company in 
any way. 

Q.—I want to call your attention to 
these fluctuations and then we will in- 
quire into the transactions? A.—I 
cannot verify the quotations because 
Il have not the information beside me, 
but I have no doubt they are correct. 

Q.—We will take it not as coming 
from you but as being read from the 
Annual Financial Review published in 
July, 1908. In 1902, I will be a little 
more in detail there, because that is 
perhaps of more importance. In Jan- 
uary the highest quotation was 65 and 
the lowest 54, and the sales were 34,- 
567. In February the highest was 
88 3/4 and the lowest 64, and the sales 
were $46,949? A.—Are you making 
this a part of my evidence? 

Q.—No, I have taken pains that 
the reporter shall take it down as be- 
ing read from this, and not as part of 
your evidence? A.—I am not able 
to say whether it is correct or not. I 
do not know anvthing about it. 

Q.—Quite so, Mr. Cox; I am trying 
to take care that you skali not be mis- 
represented in the notes. In March 
the highest was 123 1/4 and the lowest 
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88, and the sales 32,093. In April the 
highest 148, the lowest 1223, and the 
sales 25, 706., Then in May the highest 
was 141, the lowest 133$, and the sales 
had fallen to’ 8,180. In June the high- 
est was 1414, the lowest 13854 and the 
sales 1,785. | 

July, highest 13874, lowest 132 3/4, 
sales 2,051. 

August, highest 144, 
sales 3,070. 

September, highest 147, lowest 1263, 
sales 6,380. 

October, 1385 and 120. 


lowest 1363, 


Sales 8,698. 


November, 131 and 125. Sales 
3,782. 

December, 1324 and 125. Sales 
4,988. 

January, 1903, 1824 and 130. Sales 
1,923. 

February, 180 and 128. Sales 
1,360. 

March, 127 3/4 and 107. Sales 
13,014 


April, 112 and 104, sales 8,020. 

May, 110 3/4 and 87. Sales 6,072. 

June, 994 and 734. Sales 18,527. 

Now I am not at all saying that you 
have said so, but assuming that these 
figures are correct, there are two or 
three things that it seems to me they 
would indicate, and I want to see 
whether you would agree to that. Dur- 
ing 1901, when you say no dividends 
were being paid, Dominion Coal was 
ranging very low in price? A.—Very 
few transactions in it I should fancy. 
I do not know. 

Q.—They have not a column for 
that in 1901. In the early part of 
1902 the price commences to go up, 
and the sales were numerous, and it 
seemed to me—I ask you whether you 
would agree to that—an indication 
that the shares were being purchased 
with the knowledge that the lease was 
about to be madeP A.—That is quite 
possible. It was a subject of public 
discussion for a good while before it 
was made. The negotiations between 
the two companies arising out of an 
agreement that had been made some 
years previously for the supply of coal 
to the Steel Company by the Coal Com- 
pany, and at that time Mr. Whitney, 
of Boston, Mr. Ross, of Montreal, Mr. 
Angus, Sir William VanHorne and 
others were the controlling spirits in 
these two corporations and it was a 
matter of considerable discussion at 
the time, and the increasing impor- 
tance of the coal] property, the con- 
struction of their railway, the pur- 
chase of their steamers, and the ex- 
tensive developments that were being 
made upon their property all indicated 
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that the property was becoming—very 
large earnings were being made and 
put into these improvements and all 
that indicated that the property was 
as it is to-day one of the most impor- 
tant properties in Canada. 

Q.—Are .you able to say what it 
was that was supposed to enable the 
Dominion Iron and Steel Company to 
take over this property and pay this 
rental? A.—The chief object of do- 
ing it was for the supply of coal. A 
difficulty arose between the two com- 
panies as to the supply of coal, and 
the Steel Company felt it import- 
ant, I presume—that was the» argu- 
ment used at the time—as I said I 
was not very much interested there 
except in the interest that a public 
man in Canada would have in enter- 
prises of such magnitude and import- 
ance. That was my chief interest. 
And any person who knows the steel 
industry, will know that coal is the 
most important element in it, 

Q.—The coal is the twin? A 
Yes, and it was very necessary for 
them to have such arrangements as 
would ensure a large and constant 
supply of coal and it was out of that 
fact that the negotiations for the 
bringing of the two companies to- 
gether arose. As I say, the moving 
spirits in the two concerns at the 
time were Mr. Whitney of Boston 
and Mr. Ross of Montreal. There 
were other large holders of the se- 
curities of these companies. Mr. 
Vanhorne, Mr. Angus, Mr. Clouston 
and other large Montreal capitalists. 
These concerns were largely owned 
and controlled in the cities of Mon- 
treal and Boston. 

Q.—Then among those who seem to 
have purchased shares largely about 
the time this lease was to be brought 
about, was the Dominion Securities 
Company. You were aware of that, 
IT suppose? A.—I think they did, 
Yes. To what extent I am not able 
to say. 

Q.—Do you remember, without me 
bringing the documents to your no- 
tice, how that was financed? AC 
The whole transaction? 

Q.—Yes? A.—They were buying 
and selling all the time. I cannot 
give you those particulars without 
giving me a little time. I had no 
idea I was going to be questioned 
about the Dominion Steel and Coal 
and the St. Paul Company and all 
these. Otherwise I would have pre- 
pared myself. I came prepared to 
answer questions so far as I could, 
about the Canada Life, which is un- 
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der examination. It is a pretty wide 
field to take a man over half a dozen 
companies, 

Q.—I am fiinding it a very wide 
field to travel myself? A.—I do not 
wish to hesitate in giving answers to 
questions that you would naturally 
suppose I should answer at once, but 
on a moment’s reflection you will see 
that the transactions of these com- 
panies, running into hundreds of mil- 
lions, and extending over the whole 
Dominion, are questions that one can- 
not answer offhand. It may look as 
though I were trying to evade a ques- 
tion, and I do not want that impres- 
sion to go abroad. 

Q.—I do not desire to suggest such 
a thing for a moment. I would be 
very glad if the board will permit 
the adjournment to take place now 
so that Mr. Cox may familiarize him- 
self with the transactions? A.— 
Will you tell me what the particular 
thing is that you want to know. You 
want to know perhaps if the Canada 
Life Insurance Company made any 
loss on Dominion Coal stock? 

OY es? A.—I think Mr. Watt 

could give you that right here and 
now, if you will allow him to do it. 
That is why I suggested a little while 
ago that if you want the absolute par- 
ticulars in every transaction in the 
Canada Life, you will get it through 
the Investment Committee, and I will 
be here to be criticised and cross-ques~ 
tioned with reference to it. 
QT shall not. want sto “go ianto 
every transaction, but I shall into 
several typical transactions. If the 
board will adjourn now? A.—Will 
vou not take this information from 
Mr. Watt now? Every transaction 
of the Canada Life you can hold md 
personally responsible for. 

Q.—You will have Mr. Watt’s assist- 
ance. At one time, Mr. Cox, we 
had three gentlemen in the witness 
box at once. 

(At 12.45 adjourned to 2 o’clock.) 


AFTERNOON SESSION. 


Resumed at 2. p.m.. June Ist, 1906. 

Examination of Hon. George A. 
Cox continued: 

MR. SHEPLEY: I do not know 
whether you have had time to get the 
information or whether you can get 
it from somebody here? 


there was a loan made in February 


A.—I have , 
cot the information as between the | 
Dominion Securities Corporation and — 
the Canada Life Assurance Company | 
with regard to Dominion Coal; TI find | 
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1902 by the Canada Life to the Do- 
minion Securities Corporation upon 
ten thousand shares of coal stock at 
50 cents on the dollar; that loan was 
paid off in April of the same year, 
about 60 days after. The money was 
borrowed from the Bank of Scotland 
to pay it off. : 

Q.—Have you ascertained who was 
the real purchaser of the stock? A. 
—The Dominion ‘Securities Corpora- 
tion I presume it was, no doubt. 


Q.—The Dominion Securities Com- 
pany no doubt pledged the stock to 
the Canada Life and the Canada Life 
advanced the $500,000 to the Domin- 
ion Securities Company, but as a 
matter of fact was not the transac- 
tion a transaction of the Central Can- 
ada? A.—The Central Canada and 
the Dominion Securities Corporation 
are one and the same so far as the 
ownership of that stock is concerned. 


Q.—They are separate corporations ? 
A.—Yes, but as I explained to you 
this morning the stock of the Do- 
minion Securities Company is owned 
by the Central Canada, so that you 
can call the loan either to the Cen. 
tral Canada or the Dominion Securi 
ties Corporation. 

Q.—The loan was at all events ir 
form and no doubt in substance, in 
a sense, a loan to the Dominion Se- 
curities Company, but upon the state 
of affairs that existed between these 
two companies, that was in fact @# 
loan to the Central Canada? A.— 
It would have the same effect, and if 
would have the additional security of 
the capital and resources of the Cen- 
tral Canada. The loan was at 50 
cents on the dollar, and it carries 
with it the option to the Canada Life 
of taking 1,000 of the shares at 70 
cents on the dollar; that was about 
the market price of the stock at the 
time. 

QO=-That“was Vanw optionti. 2A.— 


. Which was afterwards exercised. 


Q.—The Canada Life got 1,000 
shares? A.—At 70 cents on the dol- 
lar, yas. 

Q.—Referring to those prices again, 
February 1902 the highest price ap- 
pears to have been 8832 and the low- 
est price 64, and 70 you say was about 
the market? A.—What we would 
call about the average market price, 
but the Canada Life did not buy at 
thot time, they only had the option. 
(A clerk speaks to Mr. Cox.) That 
just confirms the idea that the aver- 
ace price of the stock was 70. 

Q.—Was there a considerable pur- 
chasing of Dominion Coal at that 
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time by individuals connected with 


any of these companies? A.—I am 
not sure as to that, I think there was; 
I think there was a very active mar- 
ket at that time; I think that there 
were large transactions, but the in- 
formation that you have there would 
be the total sales I presume of the 
stock in all the markets, and there 
was a very active market both in Bos- 
ton and in Montreal and in Toronto. 


Q.—What I referred to this morn- 
ing were the Montreal sales; there is 
a record also in the book of the To- 
ronto sales, and the markets are about 
the same, and you have in the same 
way—I think we had better put it 
upon the record—you have in the 
same way large sales in Toronto in 
the months of January, February, 
March and April of 1902, just as you 
had in the Montreal Market to which 
I was referring this morning? A. 
—Yes. The Boston market was the 
most active of any. The larger tran- 
sactions, Mr. Whitney and other very 
large holders—the directors of these 


companies were very wealthy Ameri-— 


cans and owned large blocks of the 
stock, 

Q.—There would be more activity 
in the Boston market than in the 
other two markets? At Yes, and 
I should think Boston first, Montreal 
second and Toronto third, I should 
think it would be in that order. 

Q.—Toronto 32,680; in February; 
in March 46,949? A.—And you have 
not Boston there. It would be as 
large I should think as both the others. 


Q.—I think you said this morning 
that no doubt this activity in the 
early part of the year was due to the 
prospect of the stock being a divi- 
lend paying stock by virtue of the 
lease which was in contemplation? A. 
—By virtue of the lease and by vir- 
tue of the largely increased output 
and largely improved ‘position of the 
company. It is one of the finest 
properties on this continent. 

Q.—Were you perhaps a little too 
modest about your own share in bring- 
ing about the lease; were not you very 
active in that? A.—I was certainly, 
believed it to be a good thing and 
I believed it was a mistake. It was 
afterwards cancelled, and every one 
feels that way now; it was a great 
mistake; these two properties ought 
to be together. 

Q.—You were taking an active in- 
terest in what was going on and pro- 
moting the consummation of this 
lease?  A.—I was to a certain ex- 
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tent,, but I was an ordinary director 
of the company, and a number of 
other very large holders, of influen- 
tial men of both sides—I do not wish 
to convey the impression that I was 
dealing with that with anything like 
a controlling interest, because I had 
not anything of the kind whatever. 


Q.—I rather gathered the impres- 
sion this morning from what you said 
that you were not taking much inter- 
est in it, I want you to modify that 
if you will? A.—I will modify that 
to that extent, to a certain extent, 
because I always take an interest in 
anything I am in, but what I mean 
is that Mr. Whitney and Mr. Ross 
and Sir William Van Horn and Mr. 
Angus and other names whom I might 
mention were very much older direc- 
tors, very much larger holders, and 
very much more active in the ne- 
gotiations then going on, but I took 
a part in it, and I took just the same 
as any other person would who was 
a director of the company and who 
was anxious to see what I believed a 
first-rate arrangement brought about. 

Q.—Can you tell me who of the 
gentlemen connected with the com- 
panies with which you are identified 
were purchasing Dominion Coal also 
at that time? A.—I could not tell 
you that. 

Q.—Were you yourself? A.—I was, 
I purchased some myself, 

Q.—Largely? A.—Not very large- 
ly, no sir, I have not purchased large- 
ly except in just these institutions 
which you give me the credit of con- 
trolling; my capital is pretty well con- 
centrated just in these institutions in 
which I have spent my life working. 

Q.—To what extent did you in- 
crease your holdings at that time in 
Dominion Coal? A.—Possibly I 
would have from one thousand to two 
thousand shares, that would be the 
outside limit; I do not think I hava 
that much, but that would be the out- 
side limit. The chances are I would 
bag perhaps a thousand shares my- 
self. 

Q.—Who were the other gentlemen 
who were purchasing also connected 


with the companies— A.—With our 
company ? 
Q.—YesP) A.—None that I know. 


Q.—The Canada Life? A.—No per- 
son connected with the Canada Life 
so far as I know; I am not aware of 
any; there may have been 50 shares 
or 100 shares particular transactions 
of that kind, but I think there was 
not any large holders at all. . 

Q.—Was there anything like this, 
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was there anything like a pooling 
among the staffP A.—Not to my 
knowledge. 

Q.—May it have happened without 
your knowledge? A.—I do not think 
so, I am pretty sure it would not, 
and I am perfectly sure there was no 
such thing; certainly not to my know- 
ledge. It might have as I say, oc- 
curred that any of the staff. might 
have 50 shares or 100 shares, or some- 
thing like that, I would not say they 
had or had not. 

Q.—In connection with the Cen- 

tral Canada what gentlemen were in- 
vesting? A.—I do not know that, 
possibly Mr. Wood may have been. 
Mr. Wood is a man with a large 
amount of money, he goes into pretty 
good transactions that I know nothing 
of whatever; I do not know what his 
balance sheet is any more than I know 
what yours is, but I know he is a 
wealthy man, 
_ Q.—You were taking a good deal of 
interest in the affairs of the Dominion 
Coal Company at that time? A.—I 
was in the amalgamation, but I was 
not taking any particular interest in 
who bought and sold the stock. The 
stock is an active stock even to-day. 

Q.—Would you go so far as to say 
you were not actively recommending 
the stock to your friends, those asso- 
ciated with you in a business way? 
A.—I would say that without the 
slightest hesitation; I never recom- 
mend stock to anybody, good, bad or 
indifferent; I refused persistently to 
give any advice or recommendation 
to anybody about buying stock. 

Q.—Did any transactions to your 

knowledge like this take place, a per- 
son wanting to buy, and not being able 
. to put up the necessary margins, and 
getting an insurance policy placed up- 
on his life with the Canada Life, and 
a loan made upon that in connection 
with Dominion Coal? A.—I might 
do that; I do a good deal to get a Can- 
ada Life policy. 
_Q.—A Canada Life policy immed- 
lately after its issue has not any loan 
value? A:—Yes, it has an attraction 
to me, I have been looking for them 
all my life. 

Q.—Is it so attractive that after 
payment of one premium it would be 
good security for a large loanP A.— 
The policy itself? 

Q.—The amount of the policy? A. 
—No, it would not. but it might be col- 
lateral to a security to a loan if the 
other security was good. Now that 
you mention it, I think I remember 
one case, and only one so far as my 
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memory goes, where a loan was made, 
I think of about $1,000 or $1,500, it 
may be two or three thousand dollars. 
1 have in my mind a person, I do not 
suppose it is necessary or desirable to 
mention his name, but it was I think 
a two thousand dollar loan or some- 
wheres about that, less I think, that 
is to the Canada Life I am speaking 
of, you understand— 

Q.—I asked you about the $500,000 
handed over to the Dominion Securi- 
ties Company upon the security of the 
ten thousand shares of Dominion Coal; 
have you looked to see how that money 
was obtained at the time? A.—I have 
not, but the treasurer I am sure, will 
be able to give you that. I have not 
attempted to get all these particu- 
lars because I thought you would get 
them from the officers of the Canada 
Life. 

Q.—This is the appropriate time to 
have it if I may read it, and if Mr. 


- Watt assents to it it may go upon the 


record? A.—Yes sir. 

Q.—Apparently there was a credit 
on the 3lst January in the Bank of 
Commerce, that is approximately about 
the date when this commenced, of $10,- 
000; it was a little more than $10,-000 
but I will leave the odd dollars off; ~ 
and a credit of about $500 in the Nova 
Scotia Bank, at the end of February, 
during which month $500,000 had been 
advanced, those credits were turned 
into debits, $75,000 in the Bank of 
Commerce, and $198,000 odd Nova Sco- 
tia; making in all $284,850? A.— 
Well. 

MR. WATT: I cannot assent.to that 
till I know whether that is the com- 
bined account. 

MR. SHEPLEY : That is the account 
of the Investment Department. 

MR. WATT: Then there might be a 
balance in Insurance Department. 

MR. SHEPLEY: I am going to 
that; during the same time the Insur- 
ance Department handed over to In- 
vestment Department $181,000, and in 
doing so created an over-draft to the 
extent of the difference between that 
sum and $46,000. which was at their 
credit; that is the information that 
has been collected from the _ books. 
That, Mr. Cox, is a subject about 
which perhaps it is not necessary we 
should do more than get what the 
facts are, and your opinion as an in- 
surance man about it; that indicates 
of course, apart from the question as 
to whether a call loan is an investment 
proper, that the Canada Life was 
pledging its credit for the purpose of 
lending money? A.—We do that fre- 
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quently to take up a transaction we 
think desirable to have. 

Q.—What you did say to me in the 
interim was when you see an invest- 
ment which is desirable to make you 
do not refrain from making the in- 
vestment for want of funds? A.— 
That is correct, because our income 
is about between five and six hundred 
thousand dollars a month, and our re- 
payments on investments and our or- 
dinary income would be close upon 
$600,000 a month. 


Q.—Let us speak of it as a real in- 
vestment, put up for the purpose of 
staying up, is there anything that you 
can suggest objectionable about that 
from any standpoint? A.—It does 
not appear so to me, it frequently hap- 
pens that a life insurance company or 
any other institution making large in- 
vestments, because we have large in- 
vestments to make, not only is our 
ordinary income over five million dol- 
lars a year without the re-payment of 
investments—of course we have our 
disbursements out of that in the shape 
of death claims and so forth—but we 
get in large blocks of money at times, 
large loans mature, and if we just 
waited for investments until that mon- 
ey was actually in hand we would 
be at a great disadvantage, and it has 
never occurred to me that there was 
anything improper or out of the way 
to anticipate a good investment. As 
you say this was not a permanent in- 
vestment, but it did carry with it the 
option of a purchase out of which I 
thought that the company would make 
a very handsome profit if they had 
sold at the right time, and out of which 
I still think, because they still own 
the stock, I ‘still think they will sell 
it at a price that will give it a very 
handsome profit. My own idea of 
the value of Dominion Coal stock is 
that it will ultimately sell at 150 to 
200; that is my judgment; it is an 
exceedingly valuable property, and it 
is making money very rapidly; it is 
not paying dividends, and consequent- 
ly the stock is depressed. but it is an 
immensely valuable property in rail- 
ways, steamboats and unlimited areas 
of coal. 


Q.—We have somewhat strayed from 
the point we were discussing, and that 
is the propriety or impropriety of an- 
ticipating the possession of a fund in 
the making of investments? A.—I 
am just giving you the facts and I am 
not willing to admit that it was not 
wise to do it, but that is only my 
judgment. 
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Q.—I want it first, and perhaps you 
will say you have answered that as ful- 
ly as you desire to; I want first to 
disembarrass the case of the fact that 
in this case it was not a permanent in- 
vestment, I want you to deal with the 
general principle of the making of 
permanent investments in advance of 
your being in funds to do so? A.— 
It has been the practice of the com- 
pany for many years, both under Mr. 
Ramsay’s management and under my 
own to take advantage of a good in- 
vestment whenever the opportunity of- 
fers, whether we had the money on 
hand to do it or not, feeling quite sure 
—it very often happens, and that 
would not show in the books—there 
may be a large block of municipal de- 
bentures maturing, there may be a 
large loan of some kind maturing at 
a certain day, in two, three, four, six, 
eight weeks, and in anticipation of 
that, and with the fact before us of a 
good investment offering, we over- 
draw our account in the meantime, and 
always by the end of the year we have 
that covered, and there are times dur- 
ing the year when a very considerable 
balance would be lying at the bank, 
and there would be other times when 
we would be considerably overdrawn. 

Q.—I suppose you always paid in- 
terest upon your over-drafts? A.— 
Yes. 

Q.—At what rate, did it vary? A. 
—TI think 5 per cent., we get the best 
rate we can, and it is«generally [ 
should say 5 per cent.; there might be 
a time when there is cheap money we 
would get a little better than five, but 
that would be the maximum I‘should 
think. 

Q.—Is there any other circumstance 
that occurs to you in connection with 
the general principle, any other con- 
sideration? A.—No, I do not think 
there is. 

Q.—You have spoken of the desira- 
bility of securing a satisfactory in- 
vestment when you are not able imme- 
diately to pay for it out of your own 
funds? A.—Yes sir. 

Q.—And you have spoken about the 
long practice of your company in that 
respect? A.—Yes. 

Q.—Perhaps you have become ac- 
climatized to it, so that you first en- 
dured, then pitied, then embraced the 
principle? |§A.—Possibly, but still T 
think it is a good thing to do and I 
think that it results in advantage to 
the company, and I do not see how it 
could do any harm. Tet me give an 
illustration. We had an opportunity 
some time ago of purchasing one mil- 
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lion dollars of British Columbia 5 per 
cent. bonds, and if we had let that 
opportunity pass without overdrawing 
our bank account and getting them we 
would have made a loss of perhaps 
$60,000. 

Q.—That is you would not have made 
a profit of $60,000? A.—Exactly, 
but we did make the profit. I use 
that as an illustration. That was a 
case where the Province of British Col- 
umbia did not want to put their se- 
curities upon the London market be- 
cause the previous amount they had 
put on was still in the hands of the 
underwriters. I was aware of that, 
I had that information, and we made 
them a proposal to take their bonds, 
and keep them, and we got a very 
handsome investment which we would 
not have got if we had not done so. 

Q.-—If you had not borrowed the 
money? A.—Yes, temporarily. 

Q.—I suppose I am not going to get 
any adverse criticism of the practise 
from youP A.—No sir, because I 
think it is right. 


Q.—Go a step further; call loans are 


of course not very profitable, you can © 


only get interest, that is allP A.— 


There are times when call loans are 


quite an advantage to us, times when 
we cannot get investments otherwise. 


Q.—That is not the case we are 
speaking ‘about? §A.—Not in this 
case, but that was the point I was go- 
ing to make, that it is an advantage at 
times to make call loans, and if you 
entirely refuse to make them you would 
not be able then to make them when 
you want to. It is a fair assumption. 


Q.—That is perhaps something which 
as far as your company is concerned is 
theory, because you have never re- 
fused a satisfactory call loan for want 
of the funds to make it? A.—Oh yes, 
we have. 

Q.—Have you driven away your bor- 
rowers that way? A.—To some ex- 
tent; in Mr. Ramsay’s time I think 
he used to have two or three million 
dollars in call loans at times, and 
since I became President that has not 
been the case, we have got it more into 
permanent investments. 

Q.—That is rather an improvement 
in the general policy of investments, 
is it not?  A.—I think so, it is de- 
sirable, I think Mr. Ramsay would 
have felt it desirable to get a perma- 
nent investment if he could, but when 
he could not do that he would put the 
money out on loan rather than have it 
lying in the bank, and times occur 
when that would be the case; there are 
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times when it is very hard to find good 
investments. 

Q.—But that is the difference be- 
tween buying an investment to keep 
and lending money at a rate per cent? 
A.—It is, yes. ' 

Q.—And you make interest upon 
your money in that way and no more? 
A.—No sir, that is correct. 

Q.—Can I get you to go as far as 
this, that it is not desirable to make 
call loans as a matter of policy out of 
borrowed money? A.—That would 
depend altogether upon circumstances 
surrounding it. In this particular 
case which we are discussing there was 
an indirect advantage that fully justi- 
fied it in my opinion. 

Q.—I will analyze that for a mo- 
ment; the only circumstance you have 
suggested is that you may perhaps dis- 
courage a borrower so that he won’t 
come to you again; here Mr. Cox was 
the borrower? A.—WNo. 


Q.—The Central Canada would come 
back to you? A.—Wait a moment? 
the Centra] Canada I have said frank- 
ly I have a controlling interest, but 
there are a large number of other 
shareholders in that company. 


Q.—You said you considered that as 
yourself? A.—I think so, and I con- 
sider that company as the Canada Life, 
so close to myself that I am perfectly 
responsible for anything and every- 
thing they do; I want to say that; 
but I do not say that this particular 
loan can be justified upon the ground 
that we would lose the opportunity, al- 
though I believe that is the one soli- 


tary loan that was ever made to that 


institution so far as my memory goes 
at the moment; certainly it was all, be- 
cause I recollect particulary, on Do- 
minion Coal; that was the particular 
point that I enquired about, that is 
the only transaction on Dominion Coal. 
We would not have lost a customer by 
that, but we would have lost the op- 
portunity of getting the stock at the 
price at which we got it, and that al- 
though the stock has greatly depre- 
ciated since it is still more than what 
we paid for it. 

Q.—When you say you would have 


-Jost the opportunity of getting the 


stock at that figure if you had desired 
instead of taking an option you might 
have purchased? A.—We did not 
want to purchase at that time, we 
wanted to be a little more sure about 
what the coal was going to be. 
Q.—You wanted an option to pur- 
chase, and they would wait the turn 
of the market? A.—We would wait 
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“until we would be a little more satisfied 
of what the outcome of the coal com- 
pany was to be. 

Q.—Just another outcome of the 
principle, I want to discuss with you 


for a moment, and that is this, where © 
the borrower and the lender are iden- 


tified in person or in interest, where 
the borrower’s business is to get the 
money as cheaply as he can, and the 
lender to sell it as dearly as he can, 
is not there a conflict of interest there, 
in principle? A.—I suppose there 
would be, but.so far as the different in- 
stitutions with which I am interested, 
and so far as their dealings or trans- 
actions the one with the other are con- 
cerned, each of these different institu- 
tions have thoroughly qualified honor- 
able officers that make the very best 
bargain they can, and I do not think 
it will be found by a careful examina- 
tion of every solitary transaction that 
has taken place between them that 
there has been any undue advantage 
taken by one upon the other. All 
these transactions will be found to have 
been made as closely and as carefully 
and as honorably as they could have 
been made if they were two corpora- 
tions that had no relations whatever 
with each other in the way of common 
ownership, 

Q.—Let me put that in a little dif- 
ferent form; if you had had no in- 
terest whatever in Dominion Coal and 
had been utterly indifferent as to its 
success or failure, if you had no in- 
terest there, you would not have felt 
at all under any obligation to loan 
money for the purpose of buying stock 
in it? A.—I would have been en- 
tirely in favor of that transaction 
just as it took place if I had not had 
a dollar of interest in anything out- 
side the Canada Life Assurance Com- 
pany. I have no hesitation in say- 
ing that, because the transaction was 
right beyond any doubt, it was a le- 
gitimate business transaction and I 
consider no other interest— 

Q.—That rather gets away from 
what I was desiring to ask you about, 
if you had stood perfectly indiffer- 
ent with regard to Dominion Coal 
altogether, if you had known nothing 
about Dominion Coal, had no con- 
nection with it, and therefore knew 
nothing about it as an investment 
you would have been much more in- 
dependent, would not you, in the mat- 
ter of making. a loan or not making 
a loan? A.—I would not have had 
any different view of that loan from 
what I took at the time, I would not, 
that is quite certain; there has been 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


no transaction made with the Can- 
ada Life to my knowledge or belief be- 
cause of any perconal consideration or 
because of any interest I had in any 
other thing— 

Q.—My question does not imply 
that; what I am trying to do is to 
find out what the mental attitude of 
a man would be who was perfectly 
indifferent to the transaction which 
he is asked to assist with; for instance 
in respect to the Central Canada com- 
ing to you for a loan on Dominion 
Coal stock to somebody else, as to 
whom you were perfectly indifferent, 
as to whom you had no interest what- 
ever, were to come to you and ask 
you to borrow money from the bank 
to lend upon the security of some 
stock you never heard of before and 
did not care anything about, and were 
not interested in, your attitude to- 
wards that borrower would I submit 
to you be a different attitude from 
the attitude you would have towards 
the Central Canada, identified with 
its interests? A.—If I did not know 
the borrower and did not know the 
security my attitude would be differ- 
ent, but if I did know the borrower 
and I knew him to be good, or the 
institution to be good, and if [ did 
know the security and I knew it to 
be good, then I would advance the 
loan, but if you assume that the bor- 
rower is not known and the security 
was not known— you will perhaps 
permit me to say that while there 


may be objections urged against tran- 


sactions between different companies 
in which I am interested I believe the 
fact that I do have information with 
reference to securities that are being 
created, of securities that are being 
sold, is of very great advantage to 


-the Canada Life Assurance Company. 


I think it is a very great advantage 
to them, and I do not think that any 
disadvantage or any loss or any ris 
has been incurred because of that 
fact, but the fact that I happen to 
know a security and know it is all 
right, and I have varied experience 
in connection with, and that kind of 
transaction I mentioned a few min- 
utes ago, the purchase of a million 
dollars of British Columbia bonds 
arose from the information that I 
had as director of another institution 
that would not buy them, and that 
was a purchase, there was no risk 
whatever in it— 

Q.—You woud agree with me to this 
extent, whatever knowedge and skill 
you have the Canada Life is entitled 
to have the benefit of P A.—No sir, 
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not altogether; they only pay me 
$15,000 a year. I have said the Can- 
ada Life is the dearest thing I have. 
I have been working all my life for it, 
but I do not give all my time and 
energy for $15,000, nor would you. 

Q.—Where you were a paid officer, 
because after all that is all you are? 
A.—Yes sir. 

Q.—yYou are a paid officer of the 
Canada Life, you are paid to give it 
the benefit of your skill and your 
judgment? A.—I do the very best 
that I know how late and long. 

Q.—You do that from a sense of 
obligation, and not as a matter of 
compliment? A.—I do it from a sense 
of obligation in consideration of my 
salary and in _ consideration of the 
large interests I have in it, and be 
cause of the pride I have in it, in 
building up an institution that is do- 
ing good in this country. 

Q.—All roads lead to Rome— 

MR. NESBITT: Before you part 
from that there is something the 
Senator should draw your attention 
to? A.—This particular transaction 
we are discussing, ‘‘Authority was 
given to the treasurer to make a loan 
to the Dominion Securities Corpora- 
tion on a security of Dominion Coal 
Company’s common stock with a mar- 
gin of 20 points, the loan price not to 
exceed $50 per share; the Central 
Canada Loan & Savings Company to 
give its covenant to purchase the stock 
if required by the Canada Life at 
sufficient advance over the loan price 
to cover the principal of the loan and 
the accrued interest thereon. For 
every 100 shares loaned upon in this 
way the Canada Life to have an op- 
tion to purchase ten shares for every 
100 shares at $70 per share and inter- 
est up to date of the exercise of the 
option, $70, during the currency of 
the loan, the total extent of the ad- 
vances under this arrangement to be 
decided upon by the treasurer in con- 
sultation with the following Commit- 
tee: F. W. Gates; Dr. J. Hoskin, Z. 
A. Lash, A. Bruce, William Gibson.”’ 
That is a minute that was made at 
the time. (Minute of February 10th, 
1902.) - I do not know whether I was 
present at that time. 

Q.—Was that crystallized into an 
agreement? A.—I do not know sir, 
the chances are it would be. 

MR. WATT: The agreement would 
be returned and cancelled when the 
loan was paid off. 


MR. NESBITT: I want to draw 
your attention to the fact there are 
no more competent men in Canada or 
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the United States to deal with such 
matters; they were specially appoint- 
ed? A.—That is the point you will 
allow to be recorded. We have been 
discussing this matter as though the 
transaction was between myself as 
President of the Dominion Securities 
Corporation and myself as President 
of the Canada Life. In each case 
the directors of these companies are 
thoroughly honorable men and _ thor- 
oughly competent to deal with these 
transactions, and they are not made 
by me, they are made by the Invest- 
ment Committees on each side, and 
these gentlemen have no other inter- 
est than that of the Canada Life As- 
surance Company whom they are re- 
presenting. I think that is an im- 
portant point to emphasize. The 
discussion took the turn that it was 
impossible to make a bargain with 
myself, but I am not sure that I was 
present at all. 

MR. SHEPLEY: You are largely 
interested in the bargain on both 
sides ? A.—I am, and if there is 
anything improper about that of 
course that is a matter of which I 
have nothing to say. : 

Q.—Since this minute has been put 
before you I am informed there was 
an agreement upon carrying out those 
instructions, and that the agreement 
is not now in existence? A.—I pre- 
sume it would be a letter, I do not 
know anything of that, there may be 
or may not have been. 

Q.—Mr. Bruce says there was an 
agreement between the Central Can- 
adaP A.—Mr. Bruce is the Chair- 
man of the Investment Oommittee 
and solicitor of the company. 

Q.—Mr. Bruce was a member of the 
Committee that was to carry the 
transaction out? A.—Yes. 

Q.—He was on the Committee with 
which the treasurer was to consult; 
now the treasurer states that that 
agreement has been destroyed. 

MR. WATT: Mr. H. B. Walker 
was treasurer at that time, and I am 
unable to find any agreement relat- 
ing to that. It has been our prac- 
tice to return hypothecation agree- 
ments with the payment off of the 
loan, or to destroy them. 

WITNESS: That would set forth. 
the agreement. This transaction is 
however closed. It lasted 60 days. 


MR. SHEPLEY: This agreement 
would be in duplicate or triplicate, 
the Dominion Securities Corporation 
would have one part, the Central 
Canada one part and the Canada Life 
one? A.—Possibly they would. ~ 
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Q.—I would like more search to be 
made for that? A.—Yes, we will try 
and get it. There is the agreement 
anyway. 

MR. HELLMUTH: I think the 
banks do not keep those call loan 
agreements? A.—They would soon 
have their vaults filled up. 


MR. 'SHEPLEY: The time is not 
mentioned in this, you say it lasted 
60 days: (Reads minute) ‘‘Authority 
was. given the treasurer to make loans 
to the Dominion Securities Corpora- 
tion on security of Dominion Coal 
Company’s common stock with a mar- 
gin of 20 points’’—what does that 
mean? A.—The loan could not go 
within 20 points of the market value 
of the stock at the time. 

Q.—Then there is the further re- 
striction: ‘‘The loan price not to ex- 
ceed $50 per share?’’ A.—They 
would loan $50 per share on the stock 
provided it was not worth less than 
$70. 

Q.—If it went above $70 the restric- 
tion would be still $50? A.—Yes. 

Q.—‘‘The Central Canada Loan & 
Savings Company to give its covenant 
to purchase the stock if required by 
the Canada Life, at a sufficient ad- 
vance over the loan price to cover the 
principal of the loan and interest ac- 
crued thereon?’ A.—yYes, that would 
be for the purpose of giving the guar- 
antee of the Central Canada to that 
loan, because if the stock went down, 
and if the Dominion Securities Cor- 
poration were not able to make good 
their covenant the Central Canada 
would have to do it, so that you can 
see that the loan was well guarded. 

Q.—‘‘For every 100 shares loaned 
upon in this way the Canada Life to 
have an option to purchase ten shares 
for every 100 at $70 per share and 
interest up to the date of the exer- 
cise of option’’—then $70 is put in 
figures—‘‘during the currency of the 
loan, the total extent of the advances 
under this arrangement to be decided 
upon by the treasurer in consultation 
with the following Committee’’—then 
there are the names? A.—You will 
agree with me that that is a good, 
responsible Committee. 

Q.—One would think so, there is 
nothing to be said to the contrary of 
that; the lease was made, and how 
long did the Dominion Steel Company 
keep up its rental? A.—I could not 
really remember that, but I could get 
that information. 

Q.—You can remember that pro- 
bably that the stock went down—we 
have the quotations here, the stock 
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was at its highest in about from May 
to August, 1902, and then in 1903 
it went steadily down from the begin- 
ning of the year apparently? A.—I 
do not remember that, that no doubt 
will be the correct information. I 
am afraid Mr. Shepley you have not 
a very good opinion of one of our 
principal Canadian industries. If 
you go down to Sydney and look at 
this enterprise you will be pleased to 
see the progress, prosperity exhibited, 
and the great value and wealth ef 
the country. 

Q.—Do you know whether the Cen- 
tral Canada made money out of its 
stock? A.—I would be surprised if 
they did not, they dealt in it, and 
we have a shrewd, competent man- 
ager, and he makes money out of 
these things when he can. 

Q.—I come to another transaction 
in which there was Dominion Coal 
stock that figures; you remember when 
Mr. Ames failed there was a syndi- 
cate formed for the purpose of pur- 
chasing two particular stocks? © A.— 
Let me ask you to use the word sus- 
pended, because he has paid all his 
creditors 100 cents on the dollar, 
everybody has been paid in full, or 
will be paid in full—they have all got 
security. 

Q.—The information I have, and 
upon which I am asking you is ob- 
tained from the records of the com- 
pany and from the officers of the com- 
pany? A.—Of course they have had 
access to everything, and we are glad 
to have them have it; your auditors 
have been in all the companiés for 
several days, and everything is wide 
open to them. 

Q.—You are not refusing us any- 
thing we have asked? A.—No sir. 

Q.—Do you remember about a syn- 
dicate being formed to purchase two 
certain stocks with the view of main- 
taining the market? A.—There was 
no such syndicate so far as I know in 
which the Canada Life was interest- 
ed, and I do not know—I am quite 
sure there was nothing, because no- 
thing of that kind would occur with- 
out my knowing it, and I am quite 
sure the Canada Life was not inter- 
ested in any syndicate of that kind as 
far as I can remember. The treas- 
urer just tells me of a joint transac- 
tion between the Bank of Commerce 
and the Canada Life for the purchase 
of two stocks, but I do not know that 
you would call it a syndicate. May 
T say at this point that it would be 
easier for you and fairer to me to 
obtain this information from the officers 
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of these different institutions, because 
while 1 do not wish to withhold or 
hesitate to answer or to shirk the re- 
sponsibility of any of these transac- 
tions I am not familiar with all of 
them. You can quite understand the 
different institutions in which I am 
upon the directorate, and their tran- 
sactions are very large and numerous 
and extend over a number of years— 

Q.—I will try to bear that in mind, 
and not ask you too much about de- 
tails; but were you aware that the 


Bank of Commerce and the Central | 


Canada, and I suspect it was the Na- 
tional Trust Company did enter into 
an arrangement by which they agreed 
to purchase the stock, I do not know 
that underwrite is the correct word, 
but purchase these stocks and in the 
end the Canada Life acquired $110,000 
of eachP A.—I do not recollect that, 
but I do not hesitate to accept the 
responsibility for it if the treasurer 
says that was the case, but I do not 
recall the transaction. 

Q.—I will leave that, because it will 
be better that somebody can tell us 
about it who can produce the books 
and speak about it. 

MR. NESBITT: I was going to 
make a suggestion; the auditors have 
been into all these companies, and you 
know exactly what it is they suggest, 
if you will just state it to the Sena- 
tor or any one, and just ask if that is 
sc we will either assent or dissent and 
then we will get down to the specific 
thing—do you see what I mean? 

MR. SHEPLEY: I understand what 
you mean? A.—I can refresh my 
memory if you wish to get the evidence 
from me. 

MR. SHEPLEY: I will not pursue 
that enquiry at the present moment, I 
will leave that for the present; I will 
come back to it again. Now I am 
going to ask you whether the gentle 
man is here from the Dominion Se- 
curities Company with the books? A. 
—I think go. 

Q.—Speaking generally about the 
transaction between the Securities Cor- 
poration and the Canada Life, how did 
the transactions take place, did the 
Dominion Securities Company sell at 
a profit or how did they deal with 
the Canada Life, differently from the 
way they dealt with others or the same 
way? A.—I should suppose knowing 
Mr. Watt as I do he would get a little 
the best price; he is a good, careful 
buyer, Ido not think he would pay 
more than anybody else would, I could 
not speak positively as to that, the 
transactions will show that. 
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Q.—Then, Mr. Cox, I will have a 
portion of this statement put upon the 
record. I am reading from it, and 
it will be part of your evidence of 
course. It is a statement furnished 
by the Dominion Securities Company? 
A.—Had not you better get it in as 
a statement by the Dominion Securi- 
ties Corporation ? There may be 
transactions there I do not know any- 
thing at all about. I would know 
of them, but no doubt they are correct. 

MR. SHEPLEY: (Reads from state- 
ment) Then in 1900 the bonds of the 
Ottawa Electric, the 5 per cent. bonds, 
were handled to the extent of $500,- 
000 by the Corporation, and the Can- 
ada Life purchased $269,000 of that— 
from what Mr. Watt tells me I will 
modify that, the $269,000 of these 
bonds were exchanged for a_ like 
amount of the same company’s securi- 
ties, maturing in 1904. In the same . 
year the Toronto Railway 18 year 43 
per cent. bonds were handled by the 
corporation to the extent of $200,000, 
all of which was sold to the Canada 
Life. In the same year the Canadian 
Northern Guaranteed, handled to the 
extent of $473,000 of which the Can- 
ada Life purchased $200,000. The 
Canadian Northern Land _ Grant, 
handled to the extent of $800,000, 
$300,000, of which sold to the Canada 
Life. In 1901 the Toronto Railway 
17 year 44, $580,000, $50,000 sold to 
the Canada Life. The Toronto Elec- 
tric Light, 44 bonds handled to the 
extent of a million, $350,000 to the 
Canada Life. The Kingston & Pem- 
broke Railway, 43, handled to the ex- 
tent of $510,000, $300,000 to the Can- 
ada Life. Then in 1902 the Toronto 
Railway Company handled to the ex- 
tent of $60,000, $25,000 sold to the 
Canada Life. Bay of Quinte Railway 
5 per cent. bonds, $650,000, of which 
the Canada Life got $150,000. Do 
minion Rolling Stock Company, $300,- 
000, the Canada Life got all. 1903 
the Imperial Rolling Stock Company’s 
bonds, series A 5 per cent. bonds— 
that was a purchase on joint account 
between the Central Canada and the 
Canada Life and Bank of Commerce. 
The statement is made that the Can- 
ada Life was given one-third interest 
at cost. That was handled to the ex: 
tent of $1,333,000, $400,000 was sold 
upon this joint account. The Im- 
perial Light, Heat & Power, 5 per 
cent. bonds, $600,000, of which the 
Canada Life got $250,000. The Wy- 
andotte & Detroit Railway. $50.000, 
the Canada Life got all. Pere Mar- 
quette, 41 per cent., $350,000, the 


Canada Life took $250,000. 
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Canada Life $250,000. The Vancou- 
ver Power, 44 per cent., $875,000, the 
Lake 
Erie & Detroit River Railway, 5 per 
cent., three millions, the Canada Life 
took $500,000. 1904 the Minneapolis 
Street Railway, 5 per cent. bonds, $75,- 
000, of which the Canada Life got $25,- 
000. Union Electric Company of St. 
Louis, $200,000, the Canada Life got 
all. Hamilton Cataract Power, 5 per 
cent. bonds, $125,000, Canada Life 
takes $100,000. Cape Breton Real 
Estate Company’s bonds, $180,000, the 
Canada Life took all. Dominion Rol- 
ling Stock Company, $80,000, the Can- 
ada Life took all. The Sao Paulo 
Tramway, 5 per cent., $500,000, the 
Canada Life took $200,000. 
Nest Pass Electric Light & Power Com- 
pany, $125,000, Canada Life takes all. 
The Toronto & York Radial, 5 per 
cent., $450,000, Canada Life $100,000. 
Morrissey, Michel & Furney Railway 
Company, $100,000, Canada Life takes 
all. In 1905 the Winnipeg Electric 
5 per cent., $400,000, Canada Life $25,- 
000. Niagara, St. Catharines & Tor- 
onto Railway, $100,000, Canada Life 
$50,000. Grand Trunk Pacific, 4 per 
cent., one million dollars, Canada Life 
$125,000. New Brunswick Coal & 
Railway Company, 4 per cent. bonds, 
$368,000, Canada Life got $50,000. The 
Lindsay, Bobcaygeon & Pontypool, 
$500,000, Canada Life got all. 

WITNESS: Guaranteed by the 
Canadian Pacific Railway. 

Q.—Those Grand Trunk Pacific 
bonds, are those the bonds that are 


Crow’s,. 


— 


guaranteed by the Grand Trunk? A.° 


—Yes, they are sold now. 


Q.—LaClade Gas Company, that is 
St. Louis, Missouri, $100,000, Canada 
Life takes all. Dominion Coal 5 
per cent. bonds, $1,129,000, Canada 
Life $71,000. The Shawinigan Water 
& Power Company 5 per cent. bonds, 
$1,000.000, Canada Life $250,000. The 
Imperial Rolling Stock K series, 43 per 
cent. $1,000,000; Canada Life $250,- 
000. The total bonds handled by the 
Securities Corporation out of the Can- 
ada Life made purchases, $18.813.000, 
the Canada Life taking $6,730,000, 
less $250,000. 

MR. NESBITT: The total muni- 
cipal business, $11,505,500; Corpora- 


tion. $31,424,817; or a total of $42.-— 


929.817; out of that the Canada Life’s | 
that period © 
were about $865,130 ont of a total © 


total purchases during 


practically of $43,000,000. 


MR. SHEPLEY: As these ficeures 
are larger as to purchases than those, 


985 — 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


it is necessary to say that this includes 
what the Central Canada did in the 
year 1900. 

MR. NESBITT: Yes. 


MR. WATT: Also where the Domin- 
ion Securities Company acted as 
brokers they were not owners of the 
bonds. 

MR. SHEPLEY: Will you between 
now and Monday plase qualify your- 
self to tell us about your own holding 
of Dominion Coal and -the prices at 
which you purchased? A.—Yes, I 
will get this for you to-morrow morn- 
ing, if you will take it and it would 
sult me very much better. I am kept 
away from other duties and I am very 
anxious to get through as fast as I 
can, 


Q.—If you will have it sent to me 
to-morrow morning that will be en- 
tirely satisfactory? A.—But that 
won’t mean you will take me here to- 
morrow morning, that is what I was 
suggesting ? 

MR. SHEPLEY: The Commission 
has not been sitting on Saturday, and 
if you have to be away on Monday 
we will arrange to go on with some- 
body else? A.—I have not to be away 
on Monday any more than any other 
day ; I would like to be in Ottawa now 
if I could. 


Q.—I am told you have more than 
once perhaps considered the question 
as to the powers of the Canada Life 
in respect of investments, the range 
of investments they are authorized to 
deal in? A.—We have been governed 
entirely in that by the advice of our 
solicitor, who has been for many years 
the solicitor of the company, and we 
believe that we have kept strictly 
within our rights, and we have kept— 
I may say here, out of about $31,000,- 
000 of investments over thirty mil- 
lions are in Canadian securities. We 
have not invested in foreign securi- 
ties at all to any extent, perhaps five 
or six hundred thousand dollars, in 
compliance with the laws of other 
countries in which we are doing busi- 
ness where we have to deposit the se- 
curities of that country. We have as 
I say over thirty millions of our in- 
vestments in Canada and Canadian 
Securit‘es, and we think within the 
rights of our Charter, and so advised 
by our solicitor, in whose opinion we 
have every confidence. 


Q.—You are entirely familiar with 
the advice you have received from time 
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to time, and you can probably tell 
me what you, guided by that advice 
have conceived to be your powers un- 
der your statute? A.—We think that 
all the investments that we have made 
are within these powers. You have 
them in printed detail. 


Q.—What the investments are? A. 
—Yes sir. There have been in the pos- 
session of yourself or the Commission 
for a couple of months I think. 

Q.—-That is quite true; this is what 
you are referring toP A.—Yes sir, 
that is. 

Q.—The Company’s special Act of 
Incorporation? A.—Yes. 

Q.—That was an Act of the late 
Province of Canada? A.—Yes sir. 


Q.—(Reads from Act) ‘‘It is declar- 
ed to be lawful for the said Corpora- 
tion to hold for the purpose of invest- 
ing therein any part of their own 
funds, etc. (Reads down to the words 
‘fas occasions may render expedient’’) 
—‘‘other chartered companies,’’ what 
construction has been put upon that 
in your practice? A.—I do not know 
what construction has been put upon 
that particular clause, but I know that 
every investment that we have made 
has been upon the advice of our soli- 
citor Mr. Bruce. 


Q.—You do not mean to say that 
you have not considered with your 
solicitor from time to time the mean- 
ing of this clause? A.—We have never 
had any question raised by the In- 
surance Department vr by anybody 
else until the purchase of the securi- 
ties of the Sao Paulo Company, and 
they were immediately sold, although 
we were advised by our solicitor that 
they were within our powers, because 
it was ‘an incorporated company in 
Canada, but in deference to the opin- 
ion of the Superintendent of Insur- 
ance we disposed of those and I think 
one or two other securities, if I re: 
member rightly, the Twin City. He 
also took exception to the holding of 
Dominion Coal stock. We told him 
that we would sell as soon as we could 
sell it without loss, but knowing as 
I do the intrinsic value of that pro- 
perty, and believing it to be worth 
every dollar it had cost us, I do not 
want to sell it until we get our money 
out of it. We had experience for in- 
stance with Canadian Pacific stock, 
we bought it, and in 1892 it went 
down as low as 37, and if they had 
sold it there would have been very 
serious loss, but knowing then, as I 
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know about the coal, it was all right 
and we kept it and ultimately sold 
it without any loss. And I think you 
will agree with me that is a wise thing 
to do. We do not wish to run counter 
to the opinion of the Insurance De- 
partment or the Government Officials, 
even although their judgment may not 
be in accord with ours. They have 
never raised any question so far, ex- 
cepting in respect to these particular 
securities which I have named, and in 
two of them we have already disposed 
of them, and disposed of them at a 
profit. The Dominion Uoal we still 
hold because we know that it will come 
back to the value and let us out with 
a profit rather than a loss. 


Q.—Take Dominion Coal Company’s 
stock, that is a very good instance, 
have you any authority to invest in) 
that unless it is under the words, — 
“Or other chartered companies’? A.. 
—Mr. Bruce is there, let him answer 
that. : 

MR. NESBITT: ‘‘And other secur- 
ities,’ I would suggest. 


MR. SHEPLEY: If you have not 
discussed it so that you can _ not 
express an opinion— A.—I am _ of 
the opinion that that does give us 
the power; that is the opinion I have 
always had and I have never had any 
reason to doubt it or question it. It 
has never been questioned by the 
Insurance Department, although we 
have been examined by the Depart- 
ment every year since the establish- 
ment of that. I think we have paid, 
it is safe to say we have paid how 
many thousand dollars for our ex- 
amination (Inquiring from one of the 
officers of the Company)— 


MR. McCARTHY: At the _begin- 
ning of the Investigation you your- 
self put in evidence correspondence 
passed between the Department and 
the Canada Life with reference to 
the question, in which the solicitors 
on both sides had discussed the ques- 
tion, and it was still remaining in 
abeyance. 


MR. SHEPLEY: I am glad you 
reminded me of that; that has been 
fully detailed in the correspondence, 
there is no doubt about that? A.— 
It is only quite recently that any 
question was ever raised. We thought 
we had always very wide powers, and 
we have always congratulated  our- 
selves on having powers much wider 
than the companies more recently 
organized. 
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Q.—You do not consider your. 
power has been curtailed by the gen- | 
eral Act? A.—We never thought of 


such a thing. 

Q.—Then you do not think soP A. 
—We certainly do not think so; we 
would feel it a great hardship to have 
our vested rights interfered with. 

Q.—It is in the same line, I do not 
suggest you have ever one it—would 
you think it within your power to 
invest in commercial corporations, 
trading corporations, say manufactur- 
ing, milling? A.—If we had an 
opportunity, was requested to do 
that, I would consult our = soli- 
citor, and if he said it was right to 
do it under that Act, and we thought 
it was prudent to do it I would do 
it; if he said it was not, I would not. 

Q.—You would be guided entirely 
by your solicitor? A.—He has kept 
us right for over half a century. 

Q.—Of course as you say you feel 
that you can congratulate your own 
company upon the possession of those 
wide powers? <A.—Yes sir, and_ it 
has enabled us to keep the whole of 
our $30,000,000 of assets in this 
country, helping us to develop its re- 
sources and build up the country. 

Q.—Let me see whether that is be- 
cause you have confidence in your 
own management or because you 
think it is wise in principle, would 
you extend those powers to other 
companies? A.—I do not think that 
that is a question I should answer, 
because no matter— 


MR. NESBITT: I have not as yet 
taken any objection, but on behalf of 
the public I do protest against you 
asking the House of Lords, the Sen- 
ator, what he would do about legis- 
lation— 

MR. SHEPLEY: He is not here as 
the House of Lords. A.—I will have 
that question before me on the Bank- 
ing and Commerce Committee. 

MR. SHEPLEY: I think the point 
is well taken as far as you are con- 
cerned. There are some of the matters 
to which you referred in your address 
at the last Annual Meeting, that I 
want to speak about to you briefly, 
The first part of your address is dir- 
ected towards answering certain criti- 
cisms which had been expressed, or 
which you understood to have been ex- 
pressed in respect to the inspection of 
your company A.—Yes sir. 

Q.—And you make a statement in 
regard to the inspections, which I want 
to have part of the record. You say: 
“Until recently many persons seem to 
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have been unaware that Canadian Life 
Insurance Companies are each year ex- 
amined by the Dominion Superintend- 
ent of Insurance at their Head Office ; 
but no matter how exacting or how 
thorough this examination may be, or 
however satisfactory may be the con- 
dition of the company, no statement 
or certificate of any kind is ever given 
by the Superintendent to the company 
for transmission to its policy holders. 
The only report that the Superintend- 
ent makes, in accordance with the In- 
surance Act is that made to the Minis- 
ter of Finance and published annually 
in the public Blue Book. In addition 
to this yearly examination by the 
Canadian Superintendent of Insurance, 
it has been customary for the Insur- 
ance Department of the State of 
Michigan, where we first entered the 
United States to transact business, 
to make a periodical examination of 
our Company, especially for the pro- 
tection and information of our policy 
holders in the United States, where we 
have over $20,000,000 of business in 
force’’—How long has that examina- 
tion been taking place? A.—Takes 
place every five years. 


Q.—Since you first did business? 
A.—Yes. 

Q.—And that is how many years 
ago? A.—That would be 1889, that 
would be seventeen years. 

Q.—You have quinquennial examina- 
tion by the Commissioner for Michi- 
gan; does he come to your head office 
here? A.—Yes sir. 

Q.—What sort of examination is it 
that he makes? A.—He makes a very 
thorough examination, spends with his 
staff several days going exhaustively 
into everything. When you say quin- 
quennial I do not think there is any 
fixed period. he may come two or three 
years in succession, and he may not 
come for four or five years, we do not 
know when he is coming as a rule. 


Q.—Mr. Watt says he was there in 
1899, before moving down? A.—Yes. 

Q.—That would be the last inspec- 
tion that was made, but I suppose he 
is about due for another one now? 
A.—No, he made one quite recently, 
in this last year; it is referred to in 
this report. 

Q.—Then your address goes on: ‘‘On 
the 25th May last we invited the Com- 
missioner forthe State of Ohio to join 
with the Commissioner for Michigan 
in making the usual periodical exam- 
ination of the company. We also 
intimated to the officers of the Cana- 
dian Insurance Department at Ottawa 
that we should be glad to have them 
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join in this investigation, but the 
Canadian Superintendent having only 
a few months before made his usual 
examination, did not think it neces- 
sary to make a further one. The 
Commissioner for Ohio also had such 
confidence in the ability and integrity 
of the Commissioner for Michigan that 
he considered it unnecessary to join 
in the examination which was duly 
made by the officials of the latter De- 
partment’’—that was in May of last 
year? A.—yYes sir. He made his ex- 
amination during the previous year, 
or during the previous six months I 
fancy, during that current year that 
was then under consideration. 

Q.—The Commissioner for the State 
of Ohio did not avail himself of the 
invitation? A.—No. But any of these 
States may be examined by any of 
them at any time. They do not give 
us any notice, that is any long notice; 
they may say we will be there at such 
a day to examine, and they come in 
and make a very, very thorough ex- 
amination. We have been examined 
by several States of the Union. 

Q.—I gathered by this the.Commis- 
sioner rather waived examination re- 
lying upon the examination made by 
the Michigan Officials? A.—Yes, and 
by the Canadian. The American De- 
partments all have great confidence in 
our Canadian Insurance Departments. 
I remember the Commissioner for the 
State of New York, when we were ap- 
plying for a license there said they 
waived the usual examination before 
granting the license, after examining 
the report of the Canadian Depart- 
ment, saying they had so much confi- 
dence in the Department, that they 
did not hesitate to grant our license. 

Q.—The next statement made in the 
address is: “Again in the month of 
September of last year, when the pub- 
lic mind was a good deal agitated over 
the investigation in New York, we 
renewed the request to the Canadian 
Superintendent of Insurance that we 
should be glad if he would make such 
further examination of all our affairs 
as he might deem necessary. We were 
however officially informed that the 
accounts for the year 1904 had all been 
verified and the securities examined, 
and that any further examination 
would be made at the Superintendent’s 
regular approaching examination.’’ 
“In the month of November last’’— 
that would be November of last year, 
1905? A.—Yes. 

Q.—‘‘—during the Session of the 
Armstrong Commission in New York, 
we offered to send our officers with 


6 EDWARD VIL, A. 1906 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


official documents to New York to give 
evidence before that Committee ap- 
pointed by the State of New York, 
where we also transact business. Not 
only did we offer to give evidence in 
New York but we invited the Arm- 
strong Commission to send their ex- 
perts to our head office and make an 
examination of affairs here??? A.— 
Yes sir. 

Q.—Your suggestion to the Arm- 
strong Committee was not taken ad- 
vantage of by that Committee? A.— 
No sir. 

Q.—And your affairs were not passed 
in review before that Committee at 
allP A.—No sir, but we got notice 
to be ready, and on call, and we were 
ready, but we were not called. 

Q.—‘‘You will thus see that we have 
made two requests to the Canadian 
Superintendent of Insurance for a 
special examination, one request to 
the Commissioner of Ohio, one to the 
Commissioner for Michigan, and two 
offers to the Armstrong Committee of 
the New York Legislature. The Di- 
rectors and Officers of this Company 
submit that the foregoing statement 
of facts will satisfy any fair minded 
person that the company has shown a 
disposition to submit its affairs for ex- 
amination to any recognized existing 
authority.’’ You deal next with the 
question of the capital stock, and you 
point out what the charter provisions 
are, and you say that the authority to 
increase the capital stock to £250,000, 
or $1,000,000, was exercised in 1855 
and 1856 ,and payments were made on 
account of. subscribed capital in vari- 
ous years following until in 1864 the 
amount paid up was $125,000, at which 
it remained until 1900’’— You deal 
then with the payment up of the bal- 
ance. Then you say, ‘‘The company 
now having a paid up capital of $1,- 
000,000 of which 94 per cent. was paid 
in actual cash, and the balance of 6 
per cent. by bonus out of profits dur- 
ing the early years of the company 
when little or no cash dividends were 
paid.’”’ You have reference there in 
that 6 per cent. to the payments by 
way of bonus—It was some sixty odd 
thousand dollars that was applied? 
A.—That would be six per cent. of a 
million, that was part of the $125,- 
000. The $875,000 is all paid in cash. 

Q.—The next clause is about the al- 
location of the profits, and that I have 
asked you about already, and I shall 
not take you over that. This is a 
statement however that I do want to 
ask you about: ‘‘I will ask you to bear 
in mind that the $1,000,000 paid in 
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by the shareholderg earns at the aver- 
age rate of the company’s invested 
funds about $47,000, leaving only 
about $33,000 per year from the pro- 
fits of the company to make up the 8 
per cent. which they received ag divi- 
dends; it*took practically the same 
amount to pay 30 per cent. on the 
$125,000 prior to 1900’’—you are 
speaking there of an average rate of 
interest upon the company’s invested 
funds? A.—Yes sir. 

Q.—I take it you mean by that that 
the average rate is 4.7? A.—What I 
had in my mind was this: the rate last 
year was 4.67, that would be $46,700, 
and I used the words about $47,000; 
$46,700 was the exact figure. 

Q.—Then you make certain compari- 
sons which I want to ask you about— 
I should ask you as a matter of form, 
that statement as to the average rate 
of interest for the current year is ac- 
curate, is it, 4.67? A.—They remind 
me that 4.67 would be the rate exclud- 
ing profits from the sales of securities, 
and 4.90 including profits. 

Q.—You go on to say ‘That this 
stock dividend is no hardship upon its 
policy holders is evidenced from the 
fact that when spread over the 107,- 
000,000 of business in force this divi- 
dend (over and above the interest 
earned) costs the policyholders only 
about thirty cents per thousand of in- 
surance per year, and for this they 
have not only the guarantee of $1,- 
000,000 additional security, but a con- 
tinuity of management, and an assur- 
ance that it is in the shareholders’ in- 
terest to make as large profits for pol- 
icyholders as possible. Will you also 
bear in mind that the shareholders put 
up $1,000,000, every cent of which has 
to be lost before any policyholder can 
lose a dollar’? A.—Trying to show 
the advantage of a stock company over 
a mutual. 

Q.—And you are speaking of the 
chance of loss to either being very re- 
mote, and that is something we have 
already discussed. Then you speak of 
the risk that lasted so long: is it the 
. fact that as late as 1899 policvholders 
were objecting to insure with your 
company by reason of there not being 
large capital behind? A.—I_ don’t 
think they were, no sir. 

Q.—You say “I may also say that 
prior to the year in which the uncalled 
capital was called up, our agents were 
met by policvholders and intending 
insurers with the assertion that it was 
not right that such a small capital 
should control such a larce amount of 
assets and business.’? We were met 
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by that, but I don’t know that any 
person refused to insure with us on 
that account, but that was one of the 
arguments against the company. 
Rival agents will use any kind of ar- 
gument they can to influence an in- 
surer. : 

Q.—And then you add, ‘‘It was also 
felt that the $1,000,000 of fully paid 
up cash capital would include the 
standing of the company in the United 
Kingdom and in the United States, 
where we had, when we first com- 
menced business there, to make the 
high reputation we enjoy in Canada 
for stability and integrity.’’ I sup- 
pose that that may be a theory, but 
I suppose your standing was well es- 
tablished both in the United Kingdom 
and in the United States before 1900? 
A.—We only went to the United King- 
dom in 1900, it was not established at 
all. 

Q.—You are quite right? A.—And 
in the United States we have a long 
road to travel to get our reputation 
established as high as it is in Canada, 
and you will readily see that a paid up 
cash capital of $1,000,000 would assist 
us, would strengthen our position. 

Q.—They say it is a poor rule that 
won’t work both ways, but we hear a 
good deal from policyholders about 
mutualization? A.—I think they have 
a long ways to travel before they get 
that, too. . 

Q.—If there is a strong feeling 
among intending insurers in favor 
of a mutual company as against a 
stock company, the fact that you had 
very small capital ought to help you 
rather than hinder vou in getting 
business? A.—We will find the per- 
sons all through the country that will 
be in favor of mutual companies, and 
we will find persons in favor of stock 
companies, that is one of the questions 
with which I have had to deal in the 
field work for many years, and I 
have I think arguments In my own 
experience in favor of stock companies, 
and if you would like me to give them 
to you now I will do so, I will give 
them to you any time you like. There 
are arguments both ways. 

Q.—If there is anything in_ addi- 
tion to the brief discussion we had on 
Wednesday I think it would be in- 
teresting to us to know what an 
experienced insurance man has to say 
on the question? A.—I think in the 
words I have used in my report, that 
it gives continuity of management, 
where there are. shareholders in a 
company you know that these share- 
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holders are looking after the inter- 
est of the company when the control 
and management are in a large num- 
ber of policy holders all over’ the 
country there is no concentrated in- 
terest in the same way. As to the 
results of minimum companies and 
stock companies I may be permitted I 
supposed to use my own policies. I 
am insured I think in thirteen differ- 
ent companies, English, American and 
Canadian. I am insured in_ three 
mutual companies. 

Q.—Three out of the thirteen? A. 
—Yes. One is the Scottish Widow’s 
Fund, of Edinburgh, the oldest and 
most successful of the Scotch compan- 
ies; the other is the: Mutual Life of 
New York, the largest mutual com- 
pany in the world; and the other is 
a Canadian company. In comparing 
the results of my policy in the Can- 
ada Life Assurance Company with 
any of these three companies we get 
a better result from the stock com- 
pany, notwithstanding the fact that 
we have, as you heard yesterday, 
paid for a time 30 per cent. dividend 
to our shareholders; of course it is 
only a small amount, the 30 per cent. 
These statements are borne out by 
actual facts, and policies in existence 
from fifteen to thirty years. 

Q.—Your policies in the Canada 
Life are not minimum policies? A. 
—Yes sir, I have some minimum pol- 
icies. 

Q.—You have sampled them all? A. 
—Yes sir, I have, in all the compan- 
ies nearly. I have not only been 
preaching, but I have been practising 
life insurance, all my life. 


Q.—You take up next, the ques- 
tion of the strengthening -of the re- 
‘serve; with respect to the strengthen- 
ing of the reserves, I think you told 
me pretty fully about that on Wed- 
nesday? A.—yYes I would be glad to 
answer any further suggestions you 
may desire to put. I certainly think 
that we pursued the right policy. I 
have no misgiving whatever upon 
that point. And in speaking of what 
reserves a company should put up it 
is very largely a question of opinion, 
and in order to form a thoroughly 
correct opinion on that you must 
know what the rate of interest is go- 
ing to be for forty or fifty years, it 
is not just what it is for the present 
of course; the important question is 
what is it going to be for the next 
forty or fifty years, because a person 
insuring now, people insuring in 1906 
will be living, 1956, fifty years hence, 
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and the question as to the ability of 
the company to pay will depend upon 
the reserve that they put up in the 
meantime, and the rate of interest 
has a very important bearing upon 
the earning power of a company. It 
makes a very great difference. 


Q.—I think we may pass upon 
that. You spoke very fully about that 
on Wednesday in answer to the ques- 
tions I put to you. Then with regard 
to the minimum system I shall be glad 
if you will give the Board a statement 
of the origin and _ purpose of mini- 
mum policies before we criticise them 
at all, let us find out what they are? 
A.—You would get that very much 
better from the actuary, but if you 
insist upon having it from me— 

Q.—Do not put it insist? A.—I 
mean to say if you prefer. 

Q.—I should lke to have a state- 
ment from you upon that, if you do 
not doubt your competency to make a 
statement about that? A.—I doubt 
my ability to do it as well as an 
I think if you 
would allow Mr. Dawson to take Mr. 
Sanderson on that it would be easier 
for both you and myself, but I will 
give it to you. 

Q.—Yes, please; I have seen it 
stated before there were some under- 
lying reason for adopting that method 
of insurance at the time it was 
adopted? A.—Well, I think I re- 
ferred to that in my statement, if I 
remember rightly. The minimum 
rate, that is what you want me _ to 
explain. I will explain to you as I 
have I think to thousands of people. 


Q.—I would like you to tell us 
first about the business reasons for 
that insurance being adopted at the 
time it was? A.—In the first place, 
Mr. Shepley it was done _ during 
Ramsay’s time I was not even a 
d'rector of the company at that 
time. 

Q.—You wereavery active agent at 
the time? A.—Yes. 


Q.—And you would know? A.— 
And insured a good many _ people 
under this system. I believe I gave 
that insurance cheaper than _ thev 
should have had it, I think it was 
a mistake on the part of the company, 
but it was done, and it will turn out 
all right I have no doubt, Take a 
man forty years of age on a whole 
life policy he would pay $305 a year 
for a $10,000 policy with full profits. 
He would pay for the same policy up 
on the whole life system under a mini- 
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mum policy $247. If I were trying 
to insure you I would put these two 
rates before you and I would say 
from the inception of the company 
down to the present time the aver- 
age rate of profit per year per thous- 
and has been $20 per year on each 
thousand; during the last ten years it 
has been at the rate of 23 per cent. 
or $25 per year per thousand. We 
think it safe to assume that we will 
be able to give for the future at least 
14 per cent. per annum, or $12.50 a 
. thousand. Acting upon that assump- 
tion we will give you the immediate 
benefit of a reduction in your prem- 
ium equal to that 13 per cent. profit. 
and if you take that plan you will 
pay $247 for your $10,000 policy in 
place of $305; but it is upon condi- 
tion that if the profits are as we hope 
they will be, more than 13 per cent. 
you will get the additional amount, if 
they are 23 per cent. you will get 1 
per cent. 

Q.—You already have 13 in return 
as part of the premiums? A.—yYes. 

Q.—You have been paid that in that 
way, and you will get whatever bal- 
ance there is? A.—Yes, and if our 
profits are not equal to 13 per cent. the 
difference between what you do get 
and the 14 will be deducted from your 
premium. 

JUDGE MacTAVISH: Deducted 
from the policy? A.—Made’ a lien 
upon the policy. 

Q.—That is if you do not earn one 
and a quarter per cent. which you are 
now paying, by way of reduced prem- 
iums, you will have to make it good? 
A.—Yes. 

JUDGE MacTAVISH: If the pro- 
fits are more than 14 per cent. the as- 
sured gets the benefit of the excess 
in reduction of premiums? A.—Gets 
it either in reduction of premiums or 
an increase in the sum assured, at his 
option. As a bonus addition, or re- 
duction, or in cash. Well, now, for 
the years from the time that system 
was adopted down to 1895 there was 
an addition to the sum assured; they 
got an amount in excess of the 11 that 
they had already received. They got 
an increase. And this is what has 
caused the commotion; when we decid- 
ed to change our reserves, in place of 
‘declaring as we had been doing, 24 
and 2 5-8ths on previous occasions, the 
rate declared was 2 of 1 per cent.; 
that was $7.50 a year. Instead of an 
addition to the sum assured, as they 
had had, that was a lien of $5 a 
thousand for that period. 
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MR. SHEPLEY: That is the dif- 
ference between 3 per cent. and 13 
per cent. was put on each policy by 
way of lien? A.—Yes, because we did 
not come up to the 14 that year. Now 
the next year, the next quinquennial 
division, the rate was 1 per cent.; the 
rate of bonus declared was 1 per cent., 
and consequently a further lien of 
% per cent. went upon the policies) 
Now persons who had allowed the pro- 
fits in the previous years under this 
system to be added to their policies 
still had a good deal more than: the 
face value of their policy. It did not, 
by a long way, exceed the amount 
that had been added on these minimum 
policies; but where persons had re- 
ceived their profits in cash, then this 
lien went on and the face value of the 
policy was reduced. Now the reserves 
have all been completed, the increase 
of the reserves having all been com- 
pleted, I think it quite proper to say, 
that I believe that the coming quin- 
quennial division of profits that that 
lien will be substantially reduced, if 
not wiped out, and that they will go 
on after that getting additions. Now 
I wish to say in making that estimate, 
that I may be over estimating what 
the results will be, but that is my 
own personal judgment. Now as to 
the changing of the reserves, because 
that naturally comes in at this point, 
to justify that. Within the last few 
years no less than eight of the pro- 
minent leading English and Scotch 
Life Insurance Companies have passed 
their dividends altogether, have given 
no dividend whatever. I have a policy 
myself in the Standard Life Assurance 
Company upon which at this time I 
would be entitled to a quinquennial 
addition of $1,750, if they had given 
the same rate that they did upon the 
last division. Now I got a circular 
to-day advising me that that quin- 
quennial distribution had been passed 
altogether for the purpose of strength- 
ening their reserves and that I will 
get nothing at all. Now I think 
more -of that company and feel safer 
with my policy in it than I would if 
T had got the $1.750 bonus, because 
what we want in life insurance is ab- 
solute security. 

Q.—That company has administered 
the sincerest kind of flattery to you; 
they have followed your lead. A.— 
They did the right thing, because a 
policyholder who is taking insurance 
for the protection of his family—it 
does not make such difference to him 
whether he gets a few hundreds more 
or less added to his policy, but it does 
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make a great difference to him and to 
his family to know that there is secur- 
ity beyond peradventure, beyond the 
shadow of a doubt. That is what life 
insurance is for. 


Q.—The manifest argument against 
that—if there is an argument against 
it—is that the man has been paying 
more premiums in the expectation of 
having the addition made to his policy, 
and his policy might have been left at 
the same amount by the payment of a 
smaller premium. A.—Well, we ‘con- 
sidered that very fully in chang- 
ing our reserves; we considered every 
class of policyholder, and you cannot 
adopt a general principle like that 
without doing, perhaps, an injustice 
to some few people. You cannot pos- 
sibly adopt a principle of that kind 
without doing an injustice, perhaps, 
to a few, but you take the old policy- 
holder, a man say sufficiently old to 
make it probable that his policy will 
become a claim before we recovered 
from this increasing of our reserve; 
in that case in our company the results 
have been so extraordinarily satisfac- 
tory that he could well afford to take 
a little less for one or two terms. If, 
on the other hand, he was a new pol- 
icyholder, had only been ten or twelve 
years insured; his family, if his policy 
became a claim, would get a great deal 
more than what he had paid in, with 
accumulations. The old policyholder 
because the results had been spread 
over all these years, so extremely sat- 
isfactory that he could not complain, 
and the new man had paid in so little 
that it would not result in any loss 
to his family. We considered that with 
the utmost care. Some of our policy- 
holder directors were in favor of pass- 
ing our bonus altogether, but.what we 
did was to spread it over a longer 
term and we paid a moderate profit; 
we paid $ of one per cent., which was 
low as compared with what we had 
been doing, but it was a fair amount 
and it was only for the one period. 
The next period we came up to one 
per cent., and the next period we will 
go on our way in a better position to 
pay profits than we would have been 
if we had not changed our reserves, 
because we have 2: millions more 
money, not distributed to the share- 
holders or dissipated in any way, but 
in the vaults of the company, earning 
interest, to increase the dividend pay- 
ing power of the company in its future 
divisions of profit. We have ordinary 
life policies in the Canada Life where 
the application of the profits has en- 
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tirely wiped out the premium and 
where the policyholder ig in receipt of 
an annuity. Take for instance Sir 
Oliver Mowat, 


MR. BRUCE: Mr. Clarke Gamble 
was receiving $399 on a $4,000 policy. 
A.—The solicitor reminds me that Mr. 
Clarke Gamble was receiving on a 
€4,000 policy, $399, or 10 per cent. 
His premiums were entirely extin- 
cuished and he was receiving $399 as a 
dividend. Now I say that if his pay- 


ment is slightly reduced by the policy 


we have perused in strengthening the 
reserves of the company, he has no 
reason to complain when he is getting 
such exceptionally favorable results. 
Tf he had taken his profits as a bonus 
in place of reduction of premium, his 
policy would be more than double. So 
that with results of that kind I say 
that the old policyholder, whose policy 
may become a claim, is not unfairly 
dealt with by this action of the com- 
pany, and the younger policyholder 
who has only paid ten or fifteen years. 
has no reason to complain, because if, 
his policy becomes a claim his family 
will have received much more than the 
amount he paid in, with interest; and 
if his policy does not become a claim 
he will not suffer by this because of the 
increased dividend paying power of 
the company by reason of its increased 
reserve. 


MR. SHEPLEY: As I understand 
from what you have said, you put the 
dissatisfaction—I do not think that is 
too stfong a word, because there is dis- 
satisfaction of the minimum _ policy- 
holder, upon the circumstance that 
you have adopted the policy that you 
did with respect to strengthening the 
reserves? A.—Yes, sir. I think the 
amount of dissatisfaction amongst our 
policyholders is not 3 per cent. of our 
total number; and I have never yet 
found a reasonable man that I could 
not satisfy with the statements I have 
made to this honorable court to-day, 
that his contract was a perfectly fair 
one, and when he understands it he 
would like to get another one of the 
same kind, but we cannot give it to 
him; we have discontinued that largely 
because of the possibility of misrepre- 
sentation. Rival agents would say, 
‘‘vou look at your policy and you will 
see that you have not got a thousand 
dollar policy.at all, because it is sub- 
ject to diminution or increase as the 
case may be.’’ We found it so grossly 
misrepresented, and policyholders af- 
fected by it that we discontinued it, 
and discontinued it also by reason of 
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the fact that it was giving the assured 
more value than we could rightly af- 


_ ford to give them in view of the great- 


ly decreased rate of interest that we 
are earning. Let me illustrate this 
point. We have in round figures 30 
millions of money invested. It‘: is 
quite fair and quite within the mark 
to say that the average rate of inter- 
est has been decreased by at least 2 
per cent. per annum from the time 
that minimum system was adopted un- 
til the present time. It was as easy 
to lend money 20 years ago at 6 per 
cent. as it is now to lend it at 4. If 
you take 2 per cent. on 30 millions of 
dollars, that is $600,000 a year, and if 
you take that over the quinquennial 
period of distribution of profits, that 
is three millions of dollars. Without 
accumulating the interest it gives us 
about 34 millions of dollars less to deal 
with as‘a divisible surplus at each 
division of profits. If the public un- 


- derstands that and we have an oppor- 


tunity of explaining to them we find 
them satisfied. Therefore I say we 
Gave no important body of dissatisfied 
policyholders. We have just a few 
and when we are able to reach them 
and explain the matter to them, as I 
have explained it to this honorable 
court to-day, they are satisfied; we 
almost invariably get an additional 


policy from a dissatisfied policyholder 


when we get the facts before him. 
Q.—Mr. Watt has just handed me a 


statement, which illustrates what you 
have just stated about the decline in 


the rate of interest and bears out what 
vou have said. 1 understand this in- 
dicates what your interest earning has 
been, and in the second line what has 


been added when you include the pro- 


fits on securities. A.—Yes, that is 
practically a confirmation of what I 
have said; from 633 to 424. 

Q.—I understand from Mr. Watt 
that, that is a statement of the actual 


earnings in respect of interest and in 


respect of profits during these years. 
‘Where the second line is blank there 
were no profits. I put that in. (Ex- 
hibit 184.) What company was it that 


strengthened its reserves and passed its 


dividend? A.—The one I spoke of was 
doing business 
practically all over the world. One of 
the oldest English companies doing 
business in Canada. Their head office 
for Canada is in Montreal. - 
Q.—Have you any objection to my 
making use of this circular? A.—No, 


‘Sit. 


Q.—This is a circular letter in an- 


swer to your inquiry regarding the 
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bonus on your policy. ‘‘I hope to be 
able to send you shortly a copy of the 
report in which full particulars will 
be given of the result of the recent 
investigation and the decision at which 
the Company has arrived. regarding 
the disposal of the surplus, at the 
Annual Meeting held in Edinburgh, 
10th May last.’’?’ What investigation 
is spoken of there? A.—That is what 
they call their quinquennial investiga- 
tion. At the quinquennial period they 
make a revaluation of all their assets 
and a revaluation of their policies. 


Q.—That is what they call an in- 
vestigation? A.—yYes. 


Q.—It is a domestic inquiry? A.— 
Yes, they investigate, themselves for 
the purpose of knowing what surplus 
they have available for distribution. 


Q.—They have intimated their in- 
tention to pay an intermediate bonus 
on all participating policies becoming 
claims before the next investigation 
at the rate of £1 per cent. per annum. 
A.—You asked me the question what 
other companies had done it. With 
your permission I will give you the 
names of them. Companies that have 
passed their dividends entirely to pol- 
icyholderg for the purpose of strength- 
ening their reserves. The Eagle In-: 
surance Company of England in 1897. 
The Gresham Life of London in 1900. 
The Life Association of Scotland in 
1901. The Citizens in 1901. The Brit- 
ish Empire in 1901. The London Ed- 
inburgh and Glasgow in 1895. The Ac- 
tuary reminds me—I have given the 
name of the British Empire—their re- 
duction applies only to their Canadian 
business. They passed the bonus ‘only 
upon their Canadian business. Why 
they have done that I do not know. 
I am a policyholder in that company 
and I must find out. 


Q.—Perhaps because you and I were 
policyholders in it. A.—I am and I 
will find out why they have done that. 
The actuary tells me that the Canad- 
ian rates are lower than the English 
rates. Not lower than eurs. The other 
is the London Edinburgh and Glasgow 
in 1895, the National of Ireland in 
1892. And the last is the Standard 
Life in 1905. The company I have 
just given you. 

—I was going to ask you abont 
this Standard Life, as to which we 
have an explicit statement on the sub- 
ject by the company itself, whether 
you gather from this that the reserves 
were written upon a lower rate than 
they had been, was that the method ? 
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A.—A lower rate of interest adopted, 
yes sir. 

Q.—At what rate were they comput- 
ing the reserves prior to this strength- 
ening? ~ A.— 34 and 4. 33 on their 
home businéss and 4 per cent. on their 
Canadian business. Now they have 
come down to 3 per cent. on their home 
business and 34, which is the same as 
ours, upon their Canadian business. 


MR. LANGMUIR: Is there an ad- 
judgment in the mortality table too? 
A.—Yes, sir, there is a change in that. 
The actuary informs me that it is a 
material change. It is about the same 
as the H. M. table that we are using 
but more severe than the one they have 
been using. It may not be out of place 
to say here that we have over 40 per 
cent. of our business now upon a 3 
per cent. basis, which is one 4 per cent. 
more severe; but none of ain old pol- 
icyholders are affected by that differ- 
ence. We made new rates and adopted 
a new basis. My own opinion is, if I 
may express it here, that every insur- 
ance company should look forward in 
the future to a 23 to 3 per cent. rate 
at the very outside. I think that in 
40 years from now the rate of interest 
will be so reduced by the constantly 
increasing wealth of the country that 
it will be hard to find safe investments 
upon anything higher than a 3 per 
cent. rate, 3 to 33 at the outside, and 
if that is the case the reserves should 
be held upon a 23 per cent. basis. 


MR. SHEPLEY: I hope that will 
not come very soon. A.—I can remem- 
ber in my life-time and I do not like 
to admit that I am an old man, bor- 
rowing money at 12 per cent. on mort- 
gage when I got the first little home 
I built. 


Q.—Are you sure you mean borrow- 
ing? Perhaps lend A.—No sir, 
I borrowed $800 on the first little 
home I built and I paid 12 per cent. 
interest and it was not considered at 
all an exorbitant rate of interest at 
that time for a loan of that kind, and 
I paid the solicitor who negotiated the 
loan for me, 5 per cent. commission for 
doing it. 

MR. NESBITT: Was that in Jer- 
usalem?P A.—No sir, that was in the 
town of Peterborough. The solicitor 
afterwards became the County Judge 
there, and the lender was a Church of 
England Clergyman. I am not saying 
that disrespectfully of them at all, but 
it illustrates I think that in 40 or 50 
years from now it is not unreasonable 
to imagine that the rate of interest 
made be 3 or 34 per cent., because 
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now 5 per cent. is a maximum rate, 
a fall of 7 per cent. 

MR. SHEPLEY: You perhaps will 
not have any objection to my having 
this put in as an exhibit? A.—WNo sir. 

Q.—In speaking of the minimum 
policy you spoke of $12.50 for a thous- 
and of Insurance? A= That rig 14 
per cent, on the sum assured, yes sir. 

Q.—It is perhaps good as an anal- 
ogy, but is it the real principle upon 
which to calculate the rate of interest? 
A.—I do not think I follow you. The 
11 per cent. of which I spoke on the 
face of a policy for $1,000, would be 
$12.50. 

Q.—What you really earn your 
interest upon is not the face of the 
policy at all but the amount you have 
at reserve? 

MR. BRUCE: But the one and a 
quarter per cent. is not paid until 
death? A.—The system of dividing 
the surplus, with the Canada Life, 
has been by an addition to the sum 
assured of 24 per cent. It has been 
as high as 2 5-8ths and that is $26.25 
per thousand per year. Now all poli- 
cies no matter what the age was, got 
the same amount of bonus addition, 
but if I wanted to surrender my $25, 
or $26 as the case may be, for its cash 
value, the amount of cash value I 
would get for it would depend upon 
my age. I would get a much less cash 
value if I was 25 than I would if 
I was 55, because that $25 bonus 
is a promise to pay to me upon 
the maturity of the policy, and if I 
am 25 years old it is presumably not 
due for a number of years. 

R. SHEPLEY: It gets more val- 
uable as you approach the date when 
it falls inP A.—Yes sir. 

Q.—What I had in mind was this, 
you were speaking of earning 23 per 
cent.? A.—yYes, that is the declared 
profits. 

Q.—24 per cent. upon what? A.— 
Upon the sum assured. For instance 
if you insured your life for $10,000 you 
would get $250 a year added to your 
policy, if it were upon a 2} per cent. 
basis. Now we had been paying that 
for several quinquennial periods. Upon 
one occasion it went as high as 
2 5-8ths or $26.25 on a policy for 
$1,000. Now I say that in arriving 
at the minimum rate we said we have 
paid these rates, 2 5-8ths, 24 and 2, 
we think it safe to assume that we will 
be able to continue at least one-half 
that amount or 1} per cent. 

Q.—I quite understand that. What 
I -was speaking of was this; you have 
certain moneys, the result of your 
operations, which you keep invested 
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and upon which you are earning a rate 
of interest? A.—Yes sir. 

Q.—Now that rate of interest is 
upon the funds you have invested and 
not upon the face of the policy at all? 
A.—Exactly. 

Q.—In order to illustrate what you 
have said about the minimum policy, 
you must produce a sum of money 
which will be equivalent to one and 
one-quarter per cent. upon the face of 
the policies. Is that it? 

MR. BRUCE: It is not altogether 
the interest; there are other sources. 
A.—Yes, it does not depend altogether, 
the dividend paying power, or 
profit paying power, upon the 
rate of interest, but I instanced that 
because that is a most important fea- 
ture. The interest earnings of our 
company now are, I think, about one 
and one-quarter million dollars a year. 

MR. SHEPLEY: Let me not call it 
interest. then, so that I can have the 
thing, whatever its name is. The 
moneys you have available for distri- 
bution by way of surplus, for distri- 
bution among policyholders, must be of 
such an amount that they will be one 
and one-quarter per cent. upon the 
face of the policies? A.—That the 
divisible surplus would be one and one- 
quarter per cent., yes. 

MR. BRUCE: No, so that the pre- 
sent value of it would pay 14 per cent. 
at maturity? A.—Yes, that is it. 
Perhaps I could make it more intel- 
iigible by giving you the amount of 
money that we had at each of our 
quinquennial periods and the amount 
we set aside for the purpose of streng- 
thening our reserves and show you the 
balance we had after that. 

MR. SHEPLEY: That is just what 
I was going to ask you to have done. 
A.—We can do that without any diffi- 
culty. We can go back to the time we 
commenced to change the reserves and 
show how much was taken out of the 
surplus each year for that purpose 
right down to the time when it was 
completed at the end of 1894. : 

(Adjourned to Monday the 4th day 
of June at 10.30 a.m.) 


THIRTY-FOURTH DAY. 
MORNING SESSION. 


Toronto, Monday, June 4th, 1906. 
Examination of Hon. Senator Cox, 
Continued. 
Q.—On Friday we were speaking 
with regard to the speech which you 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


made at the general meeting of this 
year, the 59th annual meeting? A.— 
May I be permitted to put in a state- 
ment at first to correct a misappre- 
hension that arose with reference to 
the over-draft in connection with the 
loan of $500,000 to the Dominion Se- 
curities Corporation. In looking into 
the matter—I was surprised at the time 
that an overdraft of that kind should 
have been created for the purpose, but 
upon investigation I find that there 
was a mistake as to that, such was not 
the case, and if you will permit me I 
will read the statement prepared by 
the Treasurer: ‘‘Mention has been 
made that in order to make the above 
loan an overdraft in the company’s 
accounts was created by reason of mak- 
ing the loan—that result having been 
arrived at by the auditor, taking the 
difference between the credit bank 
balances at the 3lst January, 1902, 
and the debit balances at the 28th 
February, 1902. The facts are that 
several weeks prior to February the 
company had engaged to purchase 
various blocks of securities, subject to 
their validity being approved by the 
company’s solicitor. 


_It could not be known when the soli- 
citor would be able to report on the 
same, and in view of the very large 
income of the company in that month 
(the actual income of the Investment 
Department having been $864,644) the 
Treasurer negotiated for the loan on 
coal stock, anticipating, as was the 
fact that $350,000 of the amount would 
be advanced out of a loan on bonds 


maturing and paid on the 14th Feb- 
ruary. 


_ The permanent investments made 
in that month were as follows: — 


Dominion Rolling Stock 
OHS It ay ei es cen teeth a $210,270 00 


Victoria, B.C., Debentures 9,000 00 
Sault Ste. Marie De- 

benturesncy sk clotk ts eite. in 54,000 00 
Edmonton Debentures .... 6,569 00 
Toronto Railway Bonds... 25,750 00 
Hamilton Street Railway 

BONGE ere nieces eects 25,750 00 
Bay of Quinte Railway 

BOnidseier wit s-ctonie ict cess 146,250 00 
Niagara, St. Catharines & 

Toronto Ry. Bonds ...... 25,000 00 
Mount Forest Debentures 11,820 00 
Dundalk Debentures ...... 4,657 00 

EROUII® satencesta sont cars va $519,066 00 
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None of these securities had been 
paid for at the time the Coal loan was 
negotiated, and had that loan not been 
made, the company would have had a 
large amotnt of funds on hand unin- 
vested, as no other securities were 
ready for delivery, because it appears 
that in March investments to the ex- 
tent of only $24,000 were ready to be 
completed. 

‘Total investments in the months of 
January, February and March of 1902 
amount to $1,514,648.31 against which 
the income of the Investment Depart- 
ment was $1,334,399.52, and bringing 
forward its cash on hand at 3lst 
December, 1901, of $147,897.76 the De- 
partment had available funds of $1,- 
482 297.28. 


“The Insurance Department net 
overdraft on February 28th, 1902, was 
$11,576.59, and on the 3lst March, 
1902, was $21,407.03.’’ I just desired 
to make that statement so as to 
show that there was not a large 
overdraft created by the transaction 
that I was much surprised to hear 
should have been the case, because our 
Investment Committee are composed of 
very careful men, and I was rather 
surprised that they made that over- 
- draft. 

Q.—I suppose the fact stil] remains 
that if you had not make this call loan 
there would not have been the over- 
draft? A.—The overdraft was for a 
very limited time, and there would 
have been a very large— 

Q.—As I understand the statement, 
and I will get the report of our Ac- 
countant upon this before leaving it 
finally—but as it strikes me now the 
position would be this: You had pro- 
vided investments by way of purchase 
but had not actually paid out the mon- 
eyP A.—Yes. 

Q.—If you had paid out those mon- 
eys you would have been so far as 
your bank accounts were concerned 
just where you were in fact with the 
call loan made? A.—We would have 
had a very considerable amount unin- 
vested for this time. 


Q.—You would not have had a con- 
siderable amount uninvested if you 
had actually paid out this $519,000 
and had got the permanent. invest- 
ments? A.—I think the Accountant 
will upon examination of the accounts 
see that my statement is correct, and if 
you will -allow the treasurer and the 
Accountant to satisfy themselves on 
these figures then I will answer any 
further questions. 

Q.—-Let us see if we can agree with 
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this so far, because it seems to me 
there is an underlying principle which 
we can get at without the assistance 
of the accountant; You had engaged to 
purchase debentures which would have 
taken $519,000 of your funds, those 
debentures you had not paid: for, al- 
though you had engaged to take them? — 
A.—Wil] you allow the treasurer sitt- 
ing there to answer the question? 

Q.—Yes. : 

MR. WATT: We did not know when 
the securities would be delivered, we 
had no means of telling that they 
would come in in the month of Feb- 
ruary. 

Q.—You say none of these securi- 
ties had been paid for at the time the 
Coal loan was negotiated, and had 
that loan not been made the company 
would have had a large amount of 
funds on hand uninvested P 

MR. WATT: Quite true, $800,000 
uninvested. 

Q.—If you had not made the all 
loan, my question is, but had in fact 
gone and expended these moneys in 
the purchase of the permanent invest- 
ment your bank account would have 
been overdrawn just the same as it 
was overdrawn by the coal transac 
tion P 

MR. WATT: No. 


WITNESS: May I answer the ques- 
tion that you asked me with reference 


to my own holdings of Dominion 
Coal? 


MR. SHEPLEY: I have that in a 
somewhat different form, but I will 
take your statement first, but that per- 
haps won’t be final because I am go- 
ing to inquire into the transactions of 
the companies in which you were in- 
terested. 


MR. NESBITT: It is all contained 
in that. 


MR. SHEPLEY: I would rather fol- 
low it out according to the brief I 
have, otherwise it would probably only 
result in my. having in the end to 
delay; I would rather take that up at 
a later period. There would be no 
reason why you should not assist your- 
self by that statement when we come to 
that, but I prefer taking that up in 
my own way? <A.—To remember all 
the figures of the different companies 
with which I am connected would be 
difficult, and this is a comprehensive 
statement. 

Q.—I shall not have any objection 
to that going in, but I prefer taking 
up the transaction in my own way 
if it is all the same to you. 
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Q.—We dealt with the question of 
the minimum policy on Friday, and 
we had just completed that when the 
Commission rose. The next subject you 
take up in your address is the ques- 
tion of the investments of the com- 
pany, and there you laid upon the 
table a printed list showing in detail 
the investments of the company, ag- 
gregating over thirty millions of dol- 
lars. Then you went on to answer a 
question which you say had been asked 
by one of the. policyholders ag to your 
purchasing securities from the Domin- 
ion Securities Corporation, of which 
you were also President; that you 
have answered here: ‘‘I have no hesi- 
tation whatever in saying that we do.’’ 
You say, Where the security and price 
is satisfactory, the fact that you are 
a shareholder and _ director in both 
companies does not prevent the trea- 
surer from submitting the transaction 
to the Investment Committee, and if 
approved by them, carrying it through, 
We have had a list of the transactions. 
Then you come to deal with the ques- 
tion of the expense ratio, and I want 
to ask a question or two about that, 
just because I am dealing with the 
subject now in your speech, and I want 
to lay a foundation for further ques- 
tioning about it later on. There had 
no doubt been a very large increase in 
the expense ratio especially in rela- 
tion to new business? A.—Yes; there 
had been a large increase in that busi- 
ness, 


Q.—When you commenced your 
agency for the company the commis- 
sions were 10 per cent. and 24 on re- 
newals?? A.—7#. 


Q.—23 per cent. I thought you said 
when you commenced? A.—No sir. 


Q.—It had risen, as.you have told 
me, in 1887? A.—74 when I com- 
menced the general agency; 5 per cent. 
is the local agent’s commission. 

Q.—The general agent retained 2% 
per cent.? A.—To make it clear, the 
renewal commission to the local agent 
is 5 per cent., and the renewal com- 
mission to a general agent is 74 per 
cent., out of which he pays the local 
agent 5 per cent. 

Q.—In the year 1905 the commis- 
sions had risen, speaking roundly, to 
what? A.—You are meaning now the 
general agents’ commissions. 

Q.—Yes? A.—We have a printed 
form which we will put in of all the 
branches, I do not remember them. 

Q.—Cannot you say approximately, 
as you did in the other case, that they 
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graded about fifty, that was in 1887? 


.A.—I think that would be correct, but 
' there are different rates of commission 


on different plans of insurance. 
Q.—At all events what was the high- 
est commission you were paying? A.— 
On the Canadian side I think 65. 
Q.—On new business, and 73 per 
cent. on renewalsP A.—Yes, our re- 
newals to general agents, as a rule. 


Q.—Out of which the general agent 
remunerated the local agents? A.— 
Yes, and paid the travelling expenses 
and so forth of their branches. The 
actuary reminds me that 23 per cent. 
is the commission we get on renew- 
als in Toronto, perhaps that was the 
statement in which I used 23. 


Q.—Or perhaps the idea I had was 
from the fact that you, as general 
agent, retained 2% per cent. of the 
73, In respect of local business paying 
5 per cent. to the local agent? A.— 
Yes. 

Q.—What are the reasons for this 
great growth in the commissions? ~ A. 
—That is the result with all the com- 
panies, and it results largely from the 
keen competition, and to a very con- 
siderable extent from the rebating I 
think that takes place with most com- 
panies. 

Q.—Was the large commission intro- 
troduced into Canada by American 
campanies in the first instance? A.—I 
would not like to say that, I think the 
competition was going on very keenly 
amongst a large number of new Can- 
adian companies. and amongst for- 
eign companies—the English compan- 
ies I think perhaps pay higher com- 
missions than any others; I think I am 
right in saying that, I would not be 
sure, but that is my judgment. 

Q.—Would it be within a reason- 
able account of what took place to say 
that when the large American Com- 
ponies invaded the Canadian territory 
with, I don’t mean to say with the 
system of insurance, but with the in- 
tention to enormously increase their 
business year by year, would it be pro- 
per to say that at that time the rates 
of commission began to go up? A.— 
I think that would be quite correct 
to say. 

Q.—Then would it be correct to say 
that the Canada Life was the first 
company to endeavor to meet American 
competition in the Canadian field upon 
its own ground, the ground of increas- 
ed expense? A.—I, don’t think, it 
would be correct to say that. 

Q.—How did your company compare 
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in magnitude of business with other 
Canadian Companies at the time that 
this invasion took plaée—it is much 
the older company, much the larger? 
A.—But there are other younger com- 
panies that are doing, some of them a 
larger business than the Canada Life; 
perhaps the Sun Life is doing a larger 
business than the Canada Life, I think 
there are three or four companies do- 
ing about the same amount of busi- 
ness in Canada. 


Q.—Would it be mght to say that 
the Canada Life is at least as active 
as any other Canadian Company in 
meeting this American invasion? A.— 
I think it would be correct perhaps to 
say that, I think it would: 


Q.—Was the method that was adopt- 
ed by the Canada Life to make a bid 
for the large increasing annual busi- 
ness — A.—TI do not think they 
were specially doing that, they were 
keeping up their business as well as 
they could, along what they believed 
to be conservative lines, and as con- 
servative as they could be with the 
competition with which we were con- 
tending. 


Q.—You have I think answered the 
question in the last part of it, having 
regard to the competition you were 
meeting, your policy was to meet that 
by yourselves writing very large 
quantities of new business yearly? A. 
—What time are you speaking of ? 


Q.—I am speaking about the time 
when the New York Life and the 
Equitable came into this country to do 
large increased volumes of insurance? 
A.—When the American companies 
first came into this country I would 
not be either on the Board of Dir- 
ectors or in the management of the 
Company, but I would know in a gen- 
eral way, I could give you informa- 
tion in a general way as to what the 
policy of the company was then but 
at that time I was not a very pro- 
minent official, 


_ Q.—Give me that in the first place 
in a general way, because that is 
not a period of which I am speaking, 
but I will take that first? A.—We 
have, as you are aware, had competi- 
tion from American Companies al- 
most back from the origin of the 
Canada Life. The Aetna Life is one 
of the oldest companies doing busi- 
ness in Canada, and some of the Eng- 
lish and Scotch companies have been 
doing business for many years in 
Canada. I should think it would be 
in the eighties when the keen com- 
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petition would commence or the nine- 
ties at any rate. 

Q.—Was there in the latter half of 
the nineties an increased energy in 
respect of new business on the part ~ 
of certain American Companies? A. 
—J think it would be correct to say 
that, but they have been very aggres- 
sive always. 

Q.—Was it in the later nineties) 
that the rates of commission com- 
menced to go up and the practice .of 
rebating became more marked? A. 
—_I should think it would extend 
back prior to that. 

Q.—Earlier than that? Al -Y 6s; 

Q.—How early would you say? A. 
—In the eighties. 

Q.—In the latter half of that de- 
cade? A.—No, I had better stick to 
the nineties I think. I have not re- 
freshed my memory on these things, 
but I could give you the information 
if I had the opportunity of looking 
over the figures. 


Q.—How did the increased competi- 
tion in respect of new business, upon 
what hypothesis or theory did that 
aggravate the practice of rebating ? 
A.—Then it would be absolutely nec- 
essary, if you wanted to retain your 
organization to pay the rates that 
other companies would pay them, 
that is where it affected all compan- 
ies, just as soon as an agent would 
be offered a higher commission either 
by a new company starting or by the 
American companies, that were so 
ageressive and pushing their business 
we would have either to lose that 
man or to pay the increased commis- 
sion, and so soon as you did that, 
commenced to do it with one agent 
you would actually have to do it 
with all of them, because it would be 
an injustice to keep one man on one 
commission and another on another, 
where they were all on an equal foot- 
ing in other respects, so that the rate 
would go up all over the field without 
the company being able to control 
it at all unless they were prepared to 
disorganize their staff and let their 
business go to competitors. 

Q.—With respect to rebates I can 
see that the result of paying the lar- 
ger commissions to the agents would 
be the agents would have a larger 
margin for making rebates? A.— 
Exactly. 

Q.—Give me your view as to 
whether or not the practice of rebates 
originated in this country or in the 
United States? A.—I think it is all 
over more or less. If, as I used to 
get ten per cent. commission, there 


INSURANCE. 999 


SESSIONAL PAPER No. 66 


34th day, June 4th, 1906. 


was not much chance to rebate, but. 


if he gets 50 per cent. he can give 25 
and have a good commission left. I 
think the rebating commenced with 
the higher commissions. 

Q.—What is your personal view as 
to the question of rebatingP A.—I 
think it is wrong, I think it is prac- 
ticed by all the companies. 

Q.—You think it is very general? 
A.—I think it is very general. 

Q.—You think it is very general 
in your company? A.—I do not 
know that our company is any dif- 
ferent from any other company in 
that respect. Of course we do not 
know of the rebating, as a rule. 

Q.—All you know is that rebating 
is very general? A.—Yes. 

Q.—You suppose your agents to be 
addicted to the practice like other 
agents, and you know you are paying 
them commissions out of which they 
can afford to make rebates in com- 
petition ? A.—Yes, we would have 
to do that or stop business as the law 
is now. I think the law should be 
amended. I think there should be a 
very strict law that would punish the 
company who permitted, the agent 
who granted it, and the assured who 
accepted it. 

Q.—You would go that length, you 
would punish everybody concerned ? 
A.—Yes, and it will be the only way 
to stop it. 

Q.—I suppose it.could be stopped 
by an agreement between the com- 
panies themselves, carried out in 
good faith? A.—If carried out in 
good faith, but I do not think it 
would be. 

Q.-—With all your predilections for 
the life insurance business you do 
not think that agreement would be 
carried out in good faith by the life 
insurance companiesP A.—I do not 
think it would be carried out in good 
faith by even a band of solicitors or 
barristers, I don’t really think it 
would. 

Q.—That is perhaps not placing 
them upon as high ground? A.—I 
want to. place the life insurance men 
as high as any others in the country. 

Q.—You think that would be a 
method of putting a stop to it? A. 
—Yes, it would be very difficult to 
carry out unless the law was very 
rigid. 

Q.—Did you yourself when general 
agent indulge in rebates? A.—Well, 
if I got an opportunity of taking a 
good big policy on a man’s life, and 
could secure it by giving him some- 
thing off the premium I did it. 
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Q.—Was that a general practice, or 
was it in exceptional cases? A.—In 
exceptional cases; the agent never 
gives a rebate if he can help it. 

Q.—But if there are two agents after 
the same man, and they get bidding for 
the business, then the rebate is almost 
inevitable? A.—Yes, they just vie 
with each other to see which can 
give the most, and that is why I say 
it will be difficult to stop it unless a 
law is enacted that will really make it 
penal. 

Q.—Supposing all the insurance 
companies in business were to agree 
upon a schedule of commissions out of 
which it would not be profitable to 
make rebates, would not that be 
pretty effective? A—I think 
it would be difficult to enforce the law, 
to get that agreement to stand; some 
new company would come in that was 
not a party to it. 

Q.—I am assuming that all the com- 
panies engaged in the business were to 
agree together and to carry it out, 
that of course would be effective? 
A.—It would be effective, but the diffi- 
culty would be that new companies 
would come in that would not be a 
party to that agreement, they would 
refuse to be a party to the agreement; 
they would say, Here is an opportunity 
to get business—take for instance the 
fire insurance companies where all the 
leading companies are bound by a tar- 
iff that they have adopted; new com- 


‘panies are continually coming in and 


refusing to be bound by the agree- 
ment, and I think you would have the 
same difficulty in life insurance. 

Q.—Speaking about agreement, did 
your company ever enter into any 
agreement upon the subject of rebates? 
A.—I don’t remember whether we did 
or not, I have no recollection of any- 
thing. 

Q.—I see that authority was given, 
not so very long ago to the president 
and secretary to execute an agreement 
between the Company and the Com- 
monwealth of Pennsylvania, upon 
the subject of rebates. Do you remem- 
ber about that? A.—What is the date 
of that? 

Q —The date of the minute is the 
22nd of January. A.—Yes, I recall 
what that is now. That is necessary, 
in order to do business in the State of 
Pennsylvania. Our managers and 
agents know that that is the law and 
they would be discharged at once if 
they violated it, to our knowledge. To 
our knowledge no such violation has 
been made, and that is what we ought 
to have in Canada. 
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Q.—That is a subject that is of very 
great interest. According to the law 
of Pennsylvania, rebates are unlawful. 
Av Yes Sin. 

Q.—Is it a law which is enforced in 
Pennsylvania? A.—We think it is. 
We know nothing to the contrary. Our 
officers have very strict instructions to 
stand by it and we have no idea what- 
ever of any violation. 

Q.—What is the method of enforcing 
the law there, is there a public official 
who prosecutesP A.—I suppose that 
would be the case. _ 
~Q.—Or charged with the duty of 
prosecuting? A.—I suppose’ that 
would be the case. I am not sure, but 
I will get that information for you. 

Q.—-We will get that, Mr. Cox. A. 
-—When you asked me first about the 
agreement I supposed it was between 
companies here. 


. Q.—Does the State require that an 
agreement similar to this shall be en- 
tered into with the State by any insur- 
ance company which does business in 
the State? A.—We would not get our 
license to do business there unless we 
did execute that agreement and we 
have to get our license renewed every 
year. 

Q.—Is the result of the law being on 
the Statute books and enforced there 
and carried out by the companies, that 
the companies are under a lesser rate 
of commission in that State? A.—I 
don’t think so. I think that we are 
paying our:manager there just ‘the 
same as we do in the other branches. 
I think I am correct in that. 


Q.—Are local agents paid as much 
there? A.—I think go. 

Q.—Then the rates of commission are 
maintained in the State of Pennsyl- 
vania notwithstanding the existence of 
the law? <A.—Yes. 

Q.—How do you account for that? 
A.—I am not able to. 

Q.—Can you account for it in the 
practice of your own company? A.— 
That law has been quite recently en- 
acted. 

_ Q.—Mr. Bruce tells me that the law 
1s not a recent law but it is only re- 


cently that it has been enforced by 


calling upon the companies to enter 
into these agreements. Then the af- 
fect of the agreement and the enforce- 
ment of the law will not be visible or 
manifest yet? A.—No, sir. 
Q.—What do you say as to the na- 
tural result of the rigid enforcement of 
this law within the limits of the State 
of Pennsylvania, will the result of it 
be in the end to lessen commissions, 
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and make them more reasonable? A. 
—TI should think that would be the re- 
sult. 

Q.—Is there any other State in 
which there is a similar law, prior, of 
course, to the legislation in New York, 
the other day? A.—I don’t think 
there is. 1 don’t recall any other. 
The actuary reminds me that there is 
an anti-rebate law in Michigan. 


MR. BRUCE: I hare a memoran- 
dum of the laws of the different States, 
Mr. Shepley, 1 do not know whether 
Mr. Cox ever saw it; I made it for 
my own information. 


MR. SHEPLEY: If you will let him 
have a copy of it, and let me also have 
a copy of it, I will be obliged to you. 
I will run through this agreement he- 
cause it is interesting to see what 
the State of Pennsylvania requires. 
(Reads this agreement.) First there 
is an agreement that you will not per- 
mit the rebates or allow thein to be 
made, and secondly an agreement that 
you .will dismiss anybody who does 
rebate and not employ him ayain for 
three yearsP A.—Yes, sir. 

Q.—That perhaps has not been in 
force long enough to euable you to 
draw any conclusions as to its efficacy ? 
A.—No. 

Q.—Then have you been a party to 
any agreement between the companies 
themselves upon the subject of rebates? 
A-—I am not aware of any. I do 
not think we have. When you first 
asked the question I thought that was 
the question you were asking. That 
is the reason I did not refe1 to the do- 
cument you have been reading. 


JUDGE MacTAVISH: When was 
the law put in force in Pennsylvania? 


MR. SHEPLEY: Mr. Bruce says the 
law against rebates has been in force 
but the method of exacting an agree- 
ment from each company doing busi- 
ness under the license was adopted en- 
Iv recently. 

MR. BRUCE: It has been in force 
since 1895. 

A.—As soon as we were furnished 
with a copy of the law, we gave in- 
structions to strictly adhere to it. 

MR. SHEPLEY: What you say in 
your speech is: ‘‘The field men are not, 
in many cases, sufficiently well paid, 
because of the prevailing abuse that 
has in recent years crept into the busi- 
ness whereby many agents are forced 
through stress of competition and the 
importunities of insurers to vie with 
each other to-see who can give the 
largest rebate.’”? A.—I think that is 
strictly correct. 
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Q.—I. understand you do not look 
forward with anything like a sanguine 
feeling towards anything but legisla- 
tion to remedy it? A.—That is my 
judgment. I may be wrong, but I 
think it would be very difficult to get 
it remedied in any other way. 

Q.—Rebating is improper from every 
standpoint, is it not, the standpoint 
‘of all parties concerned in it? A.— 
I don’t think it affects any person 
but the agent who loses his commission 
by giving it away, and the company 
that is obliged to pay a higher rate 
of commission which will permit that 
man to do it and live. 

Q.—I put the question to you from 
the standpoint of the insured them- 
selves; is it right that two men should 
buy their insurance from the same 
company upon different terms? A.— 
No, I don’t think it is, and that is the 
evil of the rebate. 


Q.—Then you say, ‘‘in respect to our 
-own expense ratio it is to a large 
extent the outcome of a well consider- 
ed policy that the directors deliberate- 
ly entered upon when they decided to 
extend our business to the United 
Kingdom and to extend it to the 
United States.’? What are you re- 
ferring to there? A.—In . starting 
business in a new field, it is very much 
like starting a new company and your 
business must necessarily be much 
more expensive at the outset. 


Q.—In other words you have to 
work up the business in the new ter- 
ritory before you can have a _ pro- 
per ratio of expense to income? A. 
—Yes, sir, it takes a good while to 
get your renewal income up to a 
point where your agent has anything 
“to live on but a salary: You have 
to pay salaries at first, and incur office 
expenses and travelling expenses and 
other charges of that kind, which you 
‘have no income to meet. 

Q.—Is there this about new busi- 
ness which is carried on or which is 
solicited at high pressure, anything 
to get a risk insured, that it is not 
likely to be so persistent as a smaller 
business which is not the result of 
the high pressure? A.—The higher 
the pressure the more business you 
will get. 

Q.—But the higher the pressure the 
less persistent the business, is not 
that a fair way to put itP A.—Yes, 
I think that is correct. ' 

Q.—With respect to business ‘which 
does not persist, the expense ratio 
is net overcome, you do not equalize 
by the recurrence of succeeding pre- 
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miums, you do not bring matters into 
a state of equilibrium again? A.— 
I don’t think I have quite followed 
the question 

Q.—You write a new policy, so far 
as that policy is concerned, at a 


loss? A.—Yes, the first year’s cost 


of obtaining the business is more than 
will enable the company to pay that 
cost and to put up the reserve, and 
the result is that there is a substan- 
tial deficiency on the new business. 

Q.—Then in order to overcome that 
deficiency and to make the writing 
of the insurance a source of profit to 
the company, there must be persist- 
ence, at all events beyond the first 
year’s premium? A.—Yes. 

Q.—And I think you go with me 
to this extent, that where the busi- 
ness is solicited at high pressure,. it 
is less likely to be persistent? A. 
—Yes, that is so. 


Q.—Would it not in your view be 
possible for one company without re- 
gard: to. the competition that sur- 
rounds it, to do away with the high 
pressure and write normal business, 
more likely to be persistent, and 
would not that be a more profitable 
thing for the company that would 
adopt that method? A.—Well, that 
is a matter of opinion. My own 
judgment is that any company to be 
ultimately and permanently success- 
ful, must pursue a vigorous policy of 
adding to their new business. That 
is my personal judgment. As I said 
before, it. is a question upon which 
there can be an honest difference of 
opinion. The business of the Can- 
ada, Life has been increased from about 
4 million dollfrs a year say, in 1899, 
to 12 millions last year. As I say 
in my Annual Report, that policy was 
adopted after due consideraton and 


‘with the idea that it was the ment 


policy to pursue. 
Q.—I do not think, Mr. Cox, that 


your answer quite meets the question. 
I am not comparing a stagnant policy 
with a vigorous and aggressive policy. 
Iam comparing a policy which is con- 


_servative in respect of the persistence 


of the business it acquires with the 
high pressure policy which secures a 
risk at all-hazards? A.—Well, if I 
was not answering it correctly at first 
IT did not get the question right. Now 
just what is, what you call, going to 


‘an extreme in high pressure, is the 


point that I would like to get at, to 
answer that question. That is the 


‘reason . .used the illustration of our 
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own company increasing our own busi- 
ness from four to twelve million. Now 
I consider that a conservative policy. 
If I had attempted to raise it to 25 
or 30 millions, in place of 12 millions, 
I would have felt that I was going to 
an extreme, but in increasing it dur- 
ing 5 years gradually from 4 millions 
a year to 12 millions a year, I think 
that we were pursuing a moderately 
conservative policy and I have seen 
no reason to change my opinion as to 
that. Now if we had stopped at 4 
million dollars a year I would think 
that we were not— 

Q.—Not living up to your oppor- 
tunities? A.—Not living up to our 
opportunities. If we had gone to 
30 or 40 millions a year, I would con- 
sider that we were exceeding the lines 
of prudence, but in going to 12 mil- 
lions I thought we were doing what 
was right and proper. But that is 
a question on which there may be a 
difference of opinion. One man might 
say, you should have done 5 millions 
and kept there, and another might 
say, you should have done 4 millions 
instead of 12. 

Q.—Supposing it is known by ex- 
perience that not necessarily four or 
five millions, but that volume of busi- 
ness which is normally to be expected 
from the increase in the insuring body 
and not to be abnormally increased. by 
undue competition and forcing of in- 
surance upon people, could that mean 
be adhered to? A.—If we were doing 
4 million dollars, we would have to 
have the same organization and meet 
the same competition in rates that we 
have now, doing 12 millions. 

Q.—You would meet the same com- 
petition in rates, but my point is that 
you secure a more persistent and there- 
fore a more profitable business? A. 
—If we did 4 million dollars a year 
our percentage of lapses would be just 
as great as if we did 12 millions. 

Q.—Then what I understand you to 
say is that you consider your increase 
normal ‘having regard to insurance 
conditions? A.—That is my judg- 
ment, yes. You have to keep your 
staff. _ Take, for instance, as an il- 
lustration, the city of Ottawa. We 
have got to pay our agent there and 
keep our office there and when we do 
that, the more business we can get the 
better, and the cheaper it is, because 
the rents and other charges are spread 
over the whole thing. If, for the 
purpose of reducing expenses, we dis- 
pensed with that branch and closed 
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it, that would be a mistake. Now 
the extension of our business to the 
United Kingdom gave us an addit- 
tional number of points that ought to 
be as good asthe city of Ottawa, but 
it will take us a good while before they 
do get to that point. 

Q.—Let me take the subject from a 
little different standpoint. If you 
write 12 millions of insurance in 1905 
and none of those people pay you a 
second year’s premium, it would have 
been better not to write that business? 
A.—It that was the case, but that 
would not be the case. 

Q.—I am not saying it is; I want 
to see if there is a mean somewhere. 
If on the other hand you get 12 
millions of insurance and all of it per- 
sistent, then that would be an ideal 
condition? A.—Yes. 

Q.—Now is there somewhere between 
as to which you can upon the law of 
average draw a line and say that is an 
increase which is due to normal con- 
ditions and anything above that would 
be due to abnormal pressure brought 
to bear upon people who do not want 
to insure? A.—I don’t think that is 
the case, because the extension of busi- 
ness is the increasing of the staff. All 
the men that you have, if they are 
good men, whether you have 10 men 
or 100 men, they all pass through very 
much the same experience, very much 
the same competition and under very 
much the same pressure. It is the 
extending; our expense ratio has in- 
creased by the extension of our busi- 
ness to new fields in which the business 
is more expensive at first because of 
the fact that there is no renewable 
commission at all to fall back upon and 
the men are not able to do the same 
amount of business in a new field that 
they would in a field where they were 
well acquainted and where the reputa- 
tion of the company was already known 
and its business already established. 
Tt resolves itself I think, into a ques- 
tion of policy as to whether we were 
right in going out of Canada to do 
business. 

Q.—That is as to whether you were 
embarking on competition in a new 
field on fairly advantageous terms? A. 
—Yes, we would be and we are at a 
disadvantage to start with, and dur- 
ing that period our business is more 
expensive. but I am sanguine enough 
to hope that in a very few years we 
will be doing as much business in the 
United Kingdom as any of the home 
companies. We are getting very 
close to that now. 
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Q.—Is it true that in Great Bri- 
tain there is a great body of what 
I would call natural insurance; insur- 
ance which is voluntary and neces- 
sary, under the economic conditions 
there prevailing? A.—I don’t think 
that is the case in any country. The 
system of doing it in England is dif- 
ferent to some extent from here. The 
solicitors in England, what do they 
call them? A.—Writers? 

Q.—In Scotland they call them 
writers. Do you mean those who so- 
licit business, the agents? A.—I 
mean that a great deal of the business 
comes through legal gentlemen in Eng- 
land. A person who has charge of 
an estate for his client, invests his 
money, and arranges for his life in- 
surance and all that sort of thing. A 
very great deal of business comes 
through the solicitor or writer. 

Q.—That I would call voluntary 
business; nobody has to canvass for it? 
A.—They don’t have to canvass for it 
but they have to pay for it, one pound 
per cent. on the sum assured. They 
get the same commission as the agent 
does who goes out and solicits it, one 
pound per cent. on the sum assured. 
I think it is understood there that 
everybody who likes—and that is 
another system of rebating, of course 
—every person almost can take an 
application in to a life insurance com- 
_ pany and get that commission that is 
allowed to the man who sends it in. 
It is largely sent in, as I say, by the 
solicitor or writer who has charge of 
the estate of the gentleman whose fam- 
ily is being insured. 

Q.—That I would cal] voluntary busi- 
ness. Is there any other class of 
business that would fall under the same 
description, as coming, so to speak, 
without the efforts of a special staff 
employed for the purpose of securing 
insurance? A.—I am not aware of 
any company, even there, but what 
have in all the towns and cities of the 
Kingdom their own offices and their 
own salaried officers. They call them 
resident secretaries. These men in 
turn have solicitors that are in the 
field soliciting business. I don’t think 
that the business in the United King- 
dom is done any cheaper than it is in 
Canada. There will be exceptions. 

Q.—Have you made that a study so 
that you can speak with authority upon 
that, because that is not our infor- 
mation? A.—T have made it a study 
—thought the thing over very care- 
fully—and if you take the amount of 
nusiness done in Scotland or in Eng- 
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land in any of the companies, so far 
as I know, there may be some that I 
don’t know of, take the amount of new 
business that they ,do, as compared 
with the large accumulation of renew- 
als that they have had, over 70 or 100 
years, and I say that the actual cost 
of their new business is as much as 
the cost of our Canadian companies. 

Q.—You say the ratio is as high? 
A.—When you speak of the expense 
ratio, there are a number of things 
that. have to be taken into consider- 
ation. For instance, if I may use 
this illustration. the Canada Life In- 
surance Company’s expense ratio on 
our premium income is $24.69 and on 
our total income $18.50. 

Q.—That was for 1905? A.—Yes, 
sir. Now with that 12 millions of 
new business, if we discontinued doing 
new business—I am not suggesting 
that, but that is going to the other 
extreme to illustrate the point I want 
to make—if we discontinued doing new 
business altogether we would cut our 
expense ratio down to perhaps 6 per 
cent., possibly 5. That is if we dis- 
continued, and simply collected our re- 
newal premiums, did no new business 
except what might come in over the 
counter. I think that would reduce 
our expense ratio to 6 per cent. at the 
outside. That would be exceptionally 
low; lower than any of the English 
companies; they are not doing that, 
but they are pretty nearly doing it, 
because the amount of business that 
some of these companies do, perhaps 3 
or 4 hundred thousand pounds, with a 
large premium income, and the result 
is that that business is done by the 
salaried officers who simply collect the 
renewals. So you may take an Eng- 
lish company and it will show a very 
low expense ratio because of the very 
small amount of new business they are 
doing. 

Q.—Your actuary hands me a state- 
ment headed ‘‘Expense ratio of Can- 
adian Companies.’? This was pre- 
pared, I suppose, from the Govern- 
ment Returns? A.—Yes, I suppose 
it was. 

Q.—From the Blue Book? A 
Yes. 

Q.—When you say ‘“‘general ex- 
penses” that means all expenses. ’If 
you are ‘comparing general expenses 
with total income, have you got all 
the elements here? I can understand 


you comparing a thing called gen- 


eral expenses with total income, but 
in respect of your net premium in- 
come shouldn’t you only take a pro- 
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portion of your general expenses? A. 
—That is all we should take, yes, sir, 
because there is the expense cf hand- 
ling 80 millions of money. 

Q.—That is perhaps, what is taken 
here, the total. expenses? A.—There 
are the two columns, the one on pre- 
mium income and the other on the 
total. 

Q.—If you will let me fees this I 
shall be glad to put it in subject to 
that criticism? A.—If you will let 
me have it in the meantime. (Eix- 
hibit 186.) 

Q.—Now again referring to your 
speech. You take up next the sub- 
ject of returns to policyholders. 

MR. LANGMUIR: Before you pass 
to that I would like to ask this ques- 
tion. Does the high standing of an 
old established company like yours, 
with a large business on hand, not 
count in its favor in getting new 
business as against a new company 
and perhaps weaker company, in other 
words have you to compete in paying 
big commissions and allowing rebates 
in the same way as a new and weaker 
company? A.—If a person sits down 
deliberately, having decided to insure 
his life, to make an investigation for 
himself and send his application in 
to the company, we think that we 
would have an advantage in that re- 
spect; but there are not very many 
persons who do that. It is surpris- 
ing how few people send in their own 
applications. The business is secured 
almost entirely by personal solicita- 
tion, and a good agent representing 
a poor company will get a good deal 
more business than a poor agent re- 
presenting a good company. 

MR. SHEPLEY: Business _ condi- 
tions in insurance should not be ab- 
normal from every standpoint; as the 
Commissioner has just said, the fact 
that you have been a long time in 
business and that you have enormous 
assets, have a large volume of insur- 
ance in force and are_ prospering, 
ought to count-for something? A.— 
It does count; I stated that, I think, 
fairly; but I say it is surprising how 
few people insure unsolicited; of the 
very small percentage who do insure 
unsolicited I think we get our full 
proportion and perhaps more. 

Q.—In your own experience as. an 
agent, take the period before the high 
commissions, what proportion of one 
millton dollars of insurance would be 
voluntary in that sense? A.—You 
would be surprised how very small. 
J don’t think in my whole experience 
I have had 50 people come to me and 
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propose to insure their lives. You 
would be surprised at the very low 
percentage. 


Q.—If you had not the agents go 
ing about and offering rebates, you 
would get a good many people volun- 
tarily who are now got in that way? 
A.—I am afraid somebody else would 
eet them if we had not the men go- 
ing about for them. They do get 
them as it is. 


(.—You do not want us to under- 
stand that it is not a great and le- 
gitimate advantage that you have, 
by reason of your high standing? A. 
—QOh yes, I think that. I think our 
agents get their business easier and 
should get it easier, and one very 
substantial source from which we get 
business is our old policyholders. We 
get a great deal of business from 
our old policyholders; people who 
have been insured :in the company 
and are satisfied with it and if they 
want increased insurance they take 
it with our company, but even in 
cases of that kind it is very seldom 
that they decide to take additional 
insurance and send for it. lf an 
agent calls upon them they are more 
easily induced to insure, because they 
feel that they want more insurance 
and they are satisfied with the com- 
pany and they take it, but it is really 
very surprising how few people of 
their own motion send in their ap- 
plication for life insurance. There 
are sometimes cases where they are 
establishing credit with a bank or pro- 
viding for some contingency in life 
and insurances are given in that con- 
nection without being solicited, but 
they generally go to the lawyer who 
is doing the man’s business. He is 
drawing a document in which a life 
insurance policy is a necessity; if he 
says, you had better go to the Con- 
federation Life, or the Canada Life 
or the Sun Life as the case may be, 
that is where the man goes. There 
is a certain percentage of business 
of that kind, but as compared with the 
total amount of business that is being 
transacted, it is very small. 

Q.—There is a good deal of business 
which comes upon your books and does 
not persist, which ought never to 
come there at all? A.—There is a 
fair amount of that. I think that 
we can give you not only our own 
percentage of lapses but that of all 
other companies and you will see from 
that that we have a very favorable 
comparison. 

Q.—Yours does, I know, compare 


ee 
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favorleng in that respect, but even 
with your company there must be a 
good many people who are dragooned 
into insuring, get a rebate for a year 
and then do not come back, or else 
go somewhere else and get another re- 
bate for another year? A.—We do 
not think that is the case to any ex- 
tent in our company. We have what 
we regard as very responsible and 
good men representing our company 
all through the country. In many 
of ‘our principal agencies we have 
had the same man representing us for 
years. 

Q.—But they are men who desire to 
pile up the volume of insurance that 
comes from their branch? A.—They 
do, but I don’t think they go beyond 

Q.—And they want to pile it up so 
badly that they will grve considerable 
rebates to do it. That is, perhaps, 
another evil in the system of rebating, 
that it involves a‘certain amount of 
temporary insurance, which probably 
never ought to have been written at 


_ all, having regard to the means of the 


person? A.—That is true, but as I 
said before, while that is largely the 
result of the rebating—I am not de- 
fending the rebating at all—but I say, 
in my opinion, it can only be stopped 
along the lines that have been adopt- 
ed, say by the State of Pennsylvania 
and by other States in that way. That 
is my judgment. 

Q.—In your system you distribute 
profits every five years? A.—Every 
five years. 

Q.—Do you have then groups com- 
mencing with each year and a distri- 
bution for each group,-five, ten or fif- 
teen years from the date of insurance, 
or do you take five year periods and 
bring all policies into uniformity in 
that respect at the end? A.—Will 
you allow the actuary to answer that 
question? 

Q.—I know already how it is, but I 
would like to get it upon the notes in 
the best possible fashion? A.—That 
is the reason I am asking the actuary 
to do it. 

Q.—I do not want it in detail. Sup- 
posing a man insures in 1901, when 
would he get his first profits, on the 
quinquennial system? A.—In 1906. 


Q.—Going back to your former sys- 
tem, when was that discontinued? A. 
—About 1900. 

Q.—Supposing a man insured in 
1891? A.—He would get his profits 
in 1894. That is he would get 3 years’ 
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profits. I will explain that. Prior 
to 1900 we had regular fixed quinquen- 
nial periods, say 1890, 1895, 1900, 1905 
and so on. Now, if a man insured in 
1887 he would get 3 years’ profits in 
1890, and then he would get 5 years’ 
profits in 1895, 5 years more in 1900; 
now in 1900 we changed the system to 
this extent, to give each policy its own 
quinquennial period. At that time 
we had a division of profits every 5 
years and one man might get a full 5 
years’ profits, another 4 years, another 
3, another 2 and another 1; but we 
changed so that a man would have to 
be 5 years insured before he would 
get any profit; when his 5 years were 
up he got his 5 years’ profits. That 
change results in there being a division 
of profits every year. A man who 
insures in 1900 gets 5 years’ profits in 
1905; a man who insures in 1901 gets 
© years’ profits in 1906 and so on. 

Q.—I wanted to get that upon the 
notes because it was different from any 
other company ? A.—It makes no 
difference to the policyholder, except 
that he does not get any profits until 
he has been 5 years insured. 

Q.—That is the true quinquennial 
methodP A.—Yes. 

Q.—And in that way you can, I sup- 
pose, keep an account with every pol- 
icy? A.—Yes sir. 

Q.—That is, 1 suppose, the proper 
method of doing it? A.—yYes sir. 

Q.—Until 1865 your company divided 
the profits annually? A.—That is 
before my time. 


Q.—That is what I understand, that 
the profits were divided annually up 
to 1865? A.—Yes sir. 

Q.—Then from 1865 to 1900 it was 
in the way you have described that is 
bringing them all to a common quin- 
quennial era? A.—yYes, and there 
was no change in the policies issued 
prior to that time; they got the pro- 
fits at the same period that they would 
have got them had the change not 
been made; it only affected the date 
of distribution of the new insurers who 
came in from and after that date. 

Q.—In other words you got a large 
class of insurance prior to 1900 which 
has brought itself to a fixed quinquen- 
nial period? A.—Yes. 

Q.—And goes by quinquennial per- 
iodP A.—Yes. 

Q.—In respect to the other, each 
policy has its own quinquennia] per- 
iod? | A.—And that makes a distri- 
bution every year. 

Q.—Then your speech went on to 
say: ‘‘From the directors’ report you 
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will see that we have during the past 
year, paid out in profits to policyhold- 
ers or applied to purchase bonus addi- 
tions to policyholders, nearly $1,200,- 
000.”’ Is the sum you applied to pur- 
chase bonus additions the same sum 
you would pay in cash? A.—The 
policyholder who gets a bonus addi- 
tion can, if he likes, take it in cash 
or leave it as a bonus addition to his 
policy. 

Q.—The bonus addition is what the 
cash dividend would pay forP A.— 
Yes. Each man would get a bonus 
addition to his policy if he did not 
express any opinion in his application 
as to how he would have it. Now, 
notwithstanding it went as a bonus 
it would be optional with the man to 
receive its value in cash or to receive 
its value in the reduction of his prem- 
ium spread over a period of 5 years 
or in what we call a permanent reduc- 
tion, spread over the balance of his 
life. 

Q.—When you say nearly $1,200,000 
are you giving a figure, which, if they 
had all taken cash, would have been 
paid out? A.—Yes sir. 

Q.—You are not giving a figure 
which is composed partly of what was 
paid out in cash and partly of the 
bonus additions which that cash pur- 
chased? A.—No sir, that is just the 
cash value which the policyholders were 
entitled to at the time in whatever 
way they took it. If they took a bon- 
us addition to the sum assured, they 
would get a larger amount than the 
cash payment. If they were entitled 
say to $30 in cash they would get as 
much bonus as $30 would buy in paid 
up insurance. 

Q.—That” is paid up insurance at 
that ageP A.—yYes. 

Q,—Then the figures you give here 
in respect of the premiums from pol- 
icyholders during the whole history of 
the company, $52,630,923; are those 
the gross premiums? A.—Yes sir. 

Q.—Then you have paid to policy- 
holders and beneficiaries $30,911,309, 
that is in pursuance of the contract; 
policies that you have been called upon 
to pay, that have matured or been 
surrendered? A.—yYes, that should 
Rae $30,000,000; I think you said 30, 

Q.—$30,911,309. Then the other 
item credited to policyholders $29,329,- 
365, that is in respect of whatP A.— 
The money that we have in our vaults. 
That is the reserve in other words. 
That is what we still have in hand to 
the credit of our policyholders. 
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Q.—Then ‘Paid Policyholé rs and 
beneficiaries.”’ Does that include 
what you have paid by way of pro- 
fits? A.—It includes everything. Yes 
sir. 

Q.—It includes policies that have 
matured, surrender values that have 
been paid when the policies have been 
surrendered, and it includes what are 
called dividends or profits? A.—Yes 
sir. 

Q.—And, I ask you again, does that 
include just cash values of profits or 
bonus additions? A.—Cash values. 
The bonus additions would be paid if 
the policy matured, because when the 
bonus addition is the same as the pol- 
icy it has to be paid at maturity if it 
is an endowment policy or at death if 
it is an ordinary policy, it becomes a 
part of the policy and is paid the same 
way. 

Q.—Then you take out of the sum 
what has been allotted as profits to 
policyholders. The sentence there is 
a little obscure—if you will permit me 
to say so—and I want to get that 
plain. You say here: ‘‘Further, of 
the amount received from premiums, 
while the larger part is for with-profit 
policies, yet a considerable portion is 
also in connection with non-participat- 
ing and annuity policies, and it may 
interest you to know that we have 
paid or allotted to policyholders over 
eleven millions or over 20 per cent. of 
all premiums both with and without 
profits??? A.—Well that would be in- 
cluded in these figures. 


Q.—That eleven millions is what you 
have paid or allotted in profits to par- 
ticipating policyholders of course? A. 
—Yes sir. 

Q.—And that does not include any 
profits arising in respect of non-parti- 
cipating policyholders. Then the fif- 
ty-two millions given above as _ the 
gross premiums from policyholders in- 
clude, I understand from this, non-par- 
ticipating as well as participating poli- 
cies? A.—Yes sir. 

Q.—That is what I did not think 
the language made quite clear? A. 
—The point with reference to the 
eleven million dollars is to show that 
over 20 per cent. of all premiums, both 
with and without profits, received from 
policyholders, exclusive of a large 
amount transferred at different peri- 
ods to strengthen the policyholders’ 
reserves. 


Q.—That is after excluding the 
amount we were speaking of the other 
day as being set apart when the new 
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law came into force? A.—Yes sir. 
No, that would be included. 

Q.—I mean, what is allotted in pro- 
fits to policyholders is exclusive of 
that? A.—Oh yes, rt states that 
there. 

Q.—Then you speak of the rate of 
interest and say that it was easier 
to obtain 63 per cent. per annum dur- 
ing the earlier history of the company 
than it is now, on equally good secur- 
ity, to earn 43. “If you compute 
the difference of 2 per cent. on our 
present assets you will see the loss 
in interest amounts to $600,000 per 
annum, or three millions for each 
quinquennial period of distribution.”’ 
A.—I think that will be borne out 
by the experience of all institutions 
making large investments. 

Q.—I have been looking over the 
evidence and I do not think we have 
taken down—although perhaps it is 
inferentially shown—the exact date of 
your election to the presidency. That 
seems to have been on the 2nd of 
January, 1900? A.—In 1900, yes sir. 

Q.—Between the time you had gone 
on the Board and that time, you had 
retained the managership in the way 
you have told us, with your son, of the 
Eastern Ontario Branch? A.—Yes sir. 

Q.—Then with regard to the pro- 
ceedings connected with the removal 
of the head office from Hamilton to 
Toronto.’ Would it be right to say 
that in advance, all those members 
of the Board whose business interests 
were identified with Hamilton were 
opposed, while your view was in favor 
of the removal to Toronto, and that 
you took the lead in that movement? 
A.—I think it would be right to say 
that. I don’t know that I took the 
lead, but it would be quite correct 
to say that I was in favor of the re- 
moval to Toronto. |. Whether the mat- 
ter had been discussed before or not 
I don’t remember. 

Q.—At the annual meeting of the 
shareholders on the 14th of February, 
1899, this minute appears: ‘‘The Pre- 
sident read a communication from Mr. 
Samuel Barker requesting that a de- 
putation of policyholders may be heard 
before proceeding to do business be- 
fore the shareholders’ meeting.’’ Or, 
‘to the business’”’ I think it is; a mis- 
take in the typewriting. The Presi- 
dent, that would be Mr. Ramsay in 
99? A.—yYes sir. 

Q.—‘‘The President suggested that 
the meeting allow Mr. S. Barker to 
address the shareholders on behalf of 
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the policyholders and their interests 
in the company, and the proposed 
change of the head office of the Com- 
pany to Toronto.’”? Then the names 
of the deputation are given, and it 
was moved by Mr. Hendrie, and se- 
conded by yourself, that the deputa- 
tion be heard in the way the Presi- 
dent suggested. Then Mr. Barker 
spoke at some length on the subject 
referred to. Now what was the pur- 
port of Mr. Barker’s address to the 
shareholders’ ’’ meeting upon that oc- 
casion with respect to the removal of 
the head office? A.—I don’t remem- 
ber. I did’t even remember that 
there was such a deputation until you 
reminded me of it. But it would no 
doubt be in opposition to the removal. 
He opposed it at the coming session 
of Parliament. Opposed it very 
strongly. 


Q.—He opposed it at all events at 
this meeting? © Then it must have 
been known before the meeting was 
held that the removal of the head office 
was a matter which was being agitat- 
ed? A.—It was certainly, that was 
in ’99. 

Q.—How long had it been in agi- 
tation? A.—Not very long. That 
was just about the time the removal 
was made. 

MR. BRUCE: In October, 1899? A. 
—And what is the date of that let- 
ter? 

MR. SHEPLEY: The 14th of Feb- 
ruary, 99? A.—That would be about 
the time the discussion commenced. 

Q.—You do not think it commenced 
before that? There must have been 
something in the air? A.—It was 
known at that time. 


Q.—Had it been a matter of a few 
weeks or months or a year or two be- 
fore °99? A.—I could not remember 
that. It probably would be a subject 
of discussion for sometime. It would 
not be without more or less discussion 
and agitation. 

Q.—You remember that you told me 
you did not think when you went on 
the Board in 1892 you yourself had 
then any idea of agitating the removal 
of the head office? A.—lI don’t think 
I had. I don’t remember. 

Q.—Cannot you tell me how long it 
was after that before that idea took 
possession of your mind? A.—I think 
it would be just about the time of this 
deputation or a short time before. My 
recollection is that the first discussion 
in the matter arose out of a taxation 
question, in which the City of Hamil- 
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ton were imposing a tax upon us that 
we did not think right. I think that 
was really the initiation of the move- 
ment now that I think of it. 

Q.—You think the movement arose 
from some tax. Can you speak any 
more in detail? A.—I cannot give 
you the particulars but I will get that 
for you. There was some disagree- 
ment between—or, I won’t say dis- 
agreement, but discussion over the tax- 
ation. The actuary reminds me that 
they claimed the right to tax us upon 
the whole of our premium income, and 
we felt that it was unfair and we were 
discussing that and squabbling over 
that and I think that that was really 
the first inception of the movement 
for the removal of the head office to 
Toronto. 

Q.—The City of Hamilton was claim- 
ing the right to assess you at Hamil- 
ton for the head office in respect of all 
premium income? 

MR. BRUCE: Income on interest 
and premium. 

MR. SHEPLEY: Were you assess- 
able in respect of your premium in- 
come somewhere under the law? A. 
—I think that we got a much better 
arrangement in Toronto. I think we 
did; I am not sure about that. You 
are asking me questions now that I 
cannot answer without looking them 
up and refreshing my memory. 


Q.—What I want to get at is the 
ground upon which the removal was 
put forward and justified? A.—Well, 
if you want to justify the removal, 
I don’t think there was any question 
whatever about Toronto being the best 
place for it. 

Q.—Apart from any question of 
taxation? A.—Apart altogether from 
any question of taxation. 

(j.—That may have been the imme- 
diate—I won’t say pretext—but the 
immediate reason for acting then, but 
as a matter of business policy your 
idea was that Toronto was the place? 
A.—Yes, certainly, I have no _ hesita- 
tion whatever. Then, again the small 
head office building at Hamilton was 
becoming quite inadequate for our pur- 
poses as a head office. Then again 
Sir George Burton, Mr. Merritt and 
others of the directors lived in Tor- 
onto. We had the whole Board pretty 
nearly going up from Toronto to Ham- 
ilton to attend at the head office. Al- 
together the arguments were numerous 
in favour of the removal. 

Q.—Was there at that time any un- 
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derstanding or suggestion that Mr. 
Ramsay should retire, because he did 
retire in the following year; was that 
in the air too? A.—I think there 
was an agreement, which you will be 
able to refer to, perhaps, a year or two 
before that, in which Mr. Ramsay 
asked that an agreement be entered 
into entitling him to a retiring allow- 
ance, and you have: think—or if not 
we can supply it—the correspondence 
which originated that movement. 

Q.—Then on the same day, the 14th 
of February, after the annual meeting 
of the shareholders, the directors met 
and Mr. Ramsay was re-elected Presi- 
dent and Mr. Gates Vice-President? 
A.—In what year is that? 

Q.—This is February 14th, 1899? A. 
—Yes sir, the annual meeting of 1899. 

Q.—At the directors’ meeting, held 
after the annual meéting of the share- 
holders, it was moved by the Hon. 
George A. Cox, seconded by Mr. Lash 
and resolved, ‘‘That the President, 
Vice-President, Messrs. Cox, Walker, 
Merritt and Lash be and are hereby 
appointed a committee to consider and 
report to the board upon the matter 
of the following motion adopted at 
the meeting of the shareholders this 
day; that in the opinion of this meet- 
ing it would be in the interests of the 
Canada Life Insurance Company that 
its chief place of business should here- 
after be in the City of Toronto, and 
that the board of directors be and 
they are hereby requested to take such 
action as may be necessary to carry 
out the object of this resolution.’’? You 
remember moving that? A.—I have 
no doubt that is correct. 

Q.—Then at the same meeting, ‘‘It 
was moved by Mr. Walker, seconded 
by Dr. Hoskin, that there be now es- 
tablished the office of Assistant General 
Manager of the Canada Life Insurance 
Company ‘and that Mr. E. W. Cox, 
one of the present managers of the 
Eastern Ontario Branch be appointed 
to the said office at a salarv of $6.000 
per annum and that Mr. H.: C..Cox 
be appointed as successor in the said 
management at Toronto.’’ You were 
still interested in the Toronto busi- 
Ness, vA oe Ves 

Q.—That means the successor as 
partner to youP A,—Yes. 

—‘This organization to take ef- 
fect from the first April next. After 
discussion it was concluded that as a 
notice of motion this matter should 
stand over for a aweek.’? Then von 
gave notice, seconded by Mr. Flavelle. 
“that there be now established the 
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office of Treasurer of the Canada Life, 


and that Mr. H. B. Walker be ap- 
pointed to the said office at a salary 
of $6,000 per annum, this appointment 
to take effect on Ist April next, which 
motion was also laid over for a week.”’ 
Then on the 27th of February the mat- 
ter came up again in the directors’ 
meeting. An opinion from the late 
Mr. Christopher Robinson had been ob- 
tained—do you remember that—as to 
the legality of moving to Toronto? A. 
—Yes, | remember now when you men- 
tion it. I had not remembered it. 

Q.—Do you remember the purport of 
the opinion? A.—No, I do not. 

Q.—You do not remember whether 
it was in favour of the removal or 
against it, as a matter of lawP <A.— 
I presume that it must have been in 
favor of it. 


Q.—You remember of course that 
you had to get legislation in the mat- 
ter? A.—Yes, we got legislation. Then 
the opinion perhaps would be that we 
would have to get legislation. I 
don’t remember that, but I have no 
doubt these minutes are absolutely cor- 
rect. : 

Q.—Then legislation was brought 
about. First, however, there was a 
resolution on the same day. ‘‘It was 
moved by Mr. Cox, seconded by Mr. 
Lash, that in part compliance with 
the shareholders’ resolution of the 14th 
February, 1899, it is ordered that the 
duties of the general manager and the 
office staff under him be in general 
performed in Toronto and that the 
books, documents and securities, etc., 
required in the performance of such 
duties be transferred to and kept in 
Toronto, and that a committee con- 
sisting of the president, vice-presi- 
dent, Merritt, Cox, Bruce, Walker and 
Lash be hereby appointed a commit- 
tee to carry out such arrangements as 
may be required to give effect to this 
resolution.”? | In amendment it was 
moved by Mr. Bruce, seconded by Sir 
George Burton, ‘‘that in view of the 
action of the Board applying for leg- 
islation to offer the policyholders’ re- 
presentation, it is advisable to defer 
action on the resolution adopted at 
the shareholders’ meeting on the 14th 
inst.””> The amendment being voted 
upon was lost and the original motion 
was declared carried unanimously. 
Then a committee was appointed, the 
same committee, I think, as had been 
appointed before, to consider and re- 
port upon the vronosed removal of the 
chief offices and officers of the company 
to Toronto. Then on the 6th of 
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March, ‘‘Mr. Gates was requested to. 
take the:chair while the committee on 
legislation retired to consider the 
draft Bill which the company is to 
promote. The Committee retired for 
the purpose of doing so, and thereafter 
upon return of the committee the pre- 
sident resumed the chair and requested 
Mr. Bruce to read and explain the 
draft Bill, which being done, it was 
approved and adopted, and a special 
general meeting of shareholders for its 
consideration was ordered to be called 
for Wednesday, the, 29th inst., at 12 
o'clock noon. Mr. Gibson, M.P., was 
requested to take charge of the Bill.”’ 
According to your recollection was 
there any difference between the draft 
and the Bill which afterwards went 
through? A.—I don’t remember that. 
I could get that information for you. 

Q.—You do remember that what may 
be called a counter-bill was prepared 
by Mr. A. T. Wood? A.—I remember 
there was opposition to the Bill in the 
House, but what amendments were 
made J am not aware. I don’t think 
there were any important amend- 
ments, 

MR. BRUCE: I think it. went 
through substantially. 


MR. SHEPLEY: I make that out 
from the papers, that it went through 
substantially as you had drawn 
it. Then there were certain negotia- 
tions—I do not know that I am inter- 
ested in going through those in detail 
—between those who were opposed or 
wanted modifications of the Bill and 
those who were promoting the Bill, I 
mean those: interested in the company? 
A.—I don’t remember that. I remem- 
ber that there was very strong opposi- 
tion to the Bill on the part of the 
Hamilton people and on the part of— 

Q.—On the part of some of those in- 
terestel in the company? A.—Yes, 
probably the Hamilton people. I think 
everybodv else was largely in favog 
of the removal, 

Q.—I see that at that special meet- 
ing of shareholders, Mr. Ramsay mov- 
ed and Mr. Gates seconded, ‘‘that the 
shareholders of the Canada Life au- 
thorize the directors to apply for le- 
gislation for authority to give the 
policyholders representation on the 
board of directors on the terms of the 
Bill for that purpose submitted to this 
meeting, printed copies of which have 
been in the hands of the sharehold- 
ers for the past two weeks.”? The 
Bill which was in question not only 
covered the subject of removal of the 
head office, but also covered what we 
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have already discussed, the giving of 
of the policyholders a vote in the elec- 
tion of directors? A.—Yes. 

MR. BRUCE: Just let me say this; 
the Bill provided for the policyholders 
change; that was the main matter; 
and the change of the head office was 
made, I remember in ‘Ottawa when 
everything else went through. It was 
‘said they might as well make the 
change of the head office and that was 
added. I don't think that was in the 
original Bill. The motion was, you 
will remember, not to change the head 
office but the chief place of business. 
When the Bill went through it was 
said, we might just as well make the 
head office change. These words were 
put in, ‘‘the head office of the company 
shall be in the City of Toronto.’’ 

MR. SHEPLEY: Power was given 
to the shareholders to pass a general 
by-law at a general meeting for the 
purpose of fixing the head office either 
in the City of Toronto or in such other 
place in Canada as the by-law might 
fix. What Mr. Bruce says is pro- 


bably quite right because I see that | 


the motion made in the shareholders’ 
meeting makes no reference whatever 
to the other matter? A.—No, that is 
the reason I could not remember that 
it had. If there had been a discus- 
ae I would likely have remembered 
it. 

Q.—Then returning to the directors’ 
meeting, I see the draft Bill which 
the company is to promote was read 
and explained by Mr. Bruce and ap- 
proved and adopted by the directors, 
and there is no statement there that 
the Bill contained anything with re- 
gard to the removal of the head office. 
Do you remember at all whether or 
not at that time there was any pro- 
motion of a Bill or of a clause in this 
Bill in respect ofthe removal of the 
head office? I suppose as a matter 
of recollection, you do not remember 
it? A.—I do not, sir, no. 

MR. BRUCE: There was nothing 
in this Bill as to the removal of the 
head office; it was put in in the com- 


mittee of the House of Commons, these 
words. 


MR. SHEPLEY: Then I see that 
on the 18th of April, upon the sug- 
gestion off the Hon. Mr. Cox, the 
company’s solicitors were to be request- 
ed to ‘‘prepare forms of petitions for 
the signatures of policyholders approv- 
ing of the company’s Bills as to amend- 
ment of the company’s Charter, the 
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agents to be asked to obtain signa- 
tures thereto for presentation to Par- 
liament?’?? A.—I think that in the 
meantime the opponents of the Bill 
were getting petitions from the pol- _ 
icyholders. They were in point of 
fact I know and we joined issue with 
them of course? A.—We intended 
to carry the thing-through if we could. 

Q.—Then on the Ist of May, ‘‘upon 
the suggestion of the Hon. Mr. Cox 
it was ordered that Mr. Bruce and 
Mr. Lash represent the company be- 
fore the Banking and Commerce Com- 
mittee when the Bills relating to the 
company are being considered.’’ That 
may bea misprint. Perhaps it should 
be ‘Bill.’ ‘‘That they be instructed 
not to assent to any amendment of 
the company’s Bill, other than verbal 
amendments made to carry out its 
provisions more clearly, and if any 
amendment not assented to be made, 
that an adjournment be asked for in 
order that the decision of the Board 
thereon may be obtained?’ That 
would be any important change in the 
Bill, I suppose. 


Q.—Then there is a further refer- 
ence, which is not of importance, at 
a subsequent meeting on the 6th of 
May, which I pass over. Then a fur- 
ther reference, which does not seem 
important on the 15th of May, and 
then the Bill went before the Banking 
and Commerce Committee and it was 
carried. Then as passed the Bill pro- 
vided ‘‘that the annual general meet- 
ing of the stockholders and policyhold- 
ers of the company shall be held at 
the head office of the company, which 
shall be in the City of Toronto or in 
such other place in Canada as is fixed 
by by-law passed by the shareholders 
at any annual general meeting or at 
any special meeting duly called for 
that purpose, on the last Wednesday 
in EKebruary in each year’’ and so on. 
That gavdthe power to the share- 
holders, independently of course of 
the policyholders to change the place 
of business of the company. 

MR. BRUCE: Mr. Shepley, the 
Statute changed it. 

MR. SHEPLEY: The Statute says 
it shall be either Toronto or such other 
place in Canada as fixed by by-law. 

MR. BRUCE: Well, at Toronto, 
with power to fix it at some other 
place. 

MR. SHEPLEY: You think the ef- 
fect of the bill is to do that. Per- 
haps it is capable of that construction. 
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What I want to know is whether the 
matter was taken up in the subsequen* 
shareholders’ meeting and anything 
done with regard to it? A.—As to 
where the head office should be? 

Q.—Yes? A.—I don’t think so. 

Q.—Then that would be in accord 
with the view Mr. Bruce has just ex- 
pressed, that the effect of the Sta- 
tute was to fix the head office at To- 
ronto in the absence of a by-law by 
the shareholders? A.—That is what 
we understood. 

Q.—And that was put in in com- 
mittee and that is your authority for 
the alteration of the head office? A. 
—Yes sir. 

Q.—Then you said you would have 
for me a statement of the funds de- 
voted to the strengthening of the re- 
serve; funds available for distribution 
which were devoted to the strengthen- 
ing of the reserve? A.—In 1890 to 
1894 the company passed to the Ameri- 
can 4 per cent. valuation basis. The 
point I wish to emphasize is that we 
started in 1890 to make the change. 

Q.—How does that compare with 
the Hm.? A.—It is easier. The 
American 4 is almost the Hm. 4}, 
Tek very much better than the Hm. 

Q.—In 1893, dealing with the in- 
vestigation made by the Insurance 
Department that year in respect of the 
returns of 1892, we found this memor- 
andum from Mr. Blackader, at Ot- 
tawa, and this amendment made ac- 
cordingly in your return. ‘I am 
sending the draft of the Canada Life 
statement. I notice that the company 
have again put in the reserve on the 
American experience 44 per cent. This 
will necessitate our adding an item 
as we did two years ago to bring the 
reserve up to the Hm. 43 standard. 
I have therefore added to the liabili- 
ties an amount which will bring the 
reserve up to the Institute of Ac- 
tuaries Hm. standard, $422,148. That 
sum is accordingly inserted in addi- 
tion to the liabilities.’ That was, I 
suppose, accepted by the company and 
that was the provision at that time 
and that put the reserve on a better 
footing than 43 per cent.? A. It 
brought it back to the Hm. 44. 

Q.—It was better than the American 
43? 

MR. SANDERSON: In 1889 the 
company went to do business in Michi- 
gan; the valuation basis there was 
American 43, and Mr. Ramsay adopted 
that valuation basis, which brought out 
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a lower reserve than the Government 
standard. The Ottawa Department 
in the returns for 1889 added a sum, 
about $250,000, to bring the reserve up 
to what the Government then required, 
and in subsequent years the Depart- 
ment added sums to bring the Ameri- 
can 43 up to the Ottawa standard and 
we accepted that each year. 


Q.—That was not done every year 
apparently; you say in 1889 the Gov- 
ernment added $250,000 to the reserve 
in respect of that? A.—(Mr. Sander- 
son answers until a change is indi- 
cated.) Yes. 


Q.—Then in 1892, or for 1892, this 
was done againP A.—Apparently. 

Q.—And that would make the re- 
serves good to that time? A.—yYes. 
Then in 1894 we ourselves adopted the 
American 4 per cent. standard, which 
var somewhat better than the Hm. 

x 

Q.—You adopted the American 4 per 
cent. standard in 1894 as a basis of 
your reserves? (Mr. Cox answers.) 
Yes. 

Q.—And that is better than the 
American 43? How does it compare 
with the Hm. 44? A.—It would be 
very much the same I think. A little 
stronger. About half way between. 

Q.—About half way between what? 
A.—The Hm. 44 and 4, the American 
experience mortality tables. 

Q.—What had you been doing with 
respect to the policies you were writ- 
ing after this date in 1889? A.—I 
don’t think I understand your ques- 
tion. 

Q.—For instance in 1889 the De- 
partment called upon you to put your- 
selves upon the American 4 per cent? 
A.—Yes. 

Q.—You had not in respect of the 
policies you wrote after 1889 made any 
difference in the reserves you set 
apart; you were still setting apart on 
the American 44? A.—I was not in 
charge then; if you will allow the ac- 
tuary, he will answer that. 

Q.—I would rather take it from the 
actuary. (Mr. Sanderson answers.) A. 
—As a matter of fact about 1889 the 
directors foreseeing the fall in the rate 
of interest decided to look forward to a 
4 per cent. rate of interest and set 
aside in 1889 a sum of $225,000 for that 
purpose and valued it upon the Ameri- 
can 4 per cent. basis. 

Q.—Had that anything to do with 
what the Government did that year? 
A.—It just about cancelled what the 
Government did in bringing it back 
to the Hm. 44, so that the company 
was really stronger in point 0” *eserve 
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than if they had been on the Hm. 
43 right through. 

Q.—Then, in 1894 you were com- 
pelled to add that sum to your liabili- 
ties, shown in the memorandum we 
were looking at, $442,128?  A.—Yes. 

Q.—Did you treat that as reserves 
from that time on? A.—We accepted 
that, we allowed the Department to do 
that, we approved of it and a year 
later valued upon the American 4 basis 
which brought the standard then above 
the Government standard. 

Q.—Above the Government 44? A. 
—Yes. 

Q.—That you say was in 1894P_ A. 
—Yes, 3lst December, 1894. 

Q.—That was in respect of the re- 
serve ‘upon policies issued that you 
made the change? A.—In respect of 
the whole business, the old as well ag 
the new. 


Q.—How much did that take? A. 
—I don’t know that there was a valu- 
ation made on the Hm. 43 to compare 
it with. We made the return upon 
the American 4 per cent. at that time. 

Q.—Can you tell me what that added 
to your reserve? A.—Two years 
later the regular quinquennial valua- 
tion by the Department took place and 
my recollection is that there was a sub- 
stantial sum, $600,000, stronger by the 
American 4 than by the Hm. 43. That 
is just my off hand recollection. 


Q.—That is you let loose about $600,- 
000 from your reserves by the Depart- 
mental valuation? A.—We strength- 
ened our reserves over and above the 
Ottawa standard by about $600,000. 

Q.—Then the Ottawa valuation 
would have let loose about $600,000- 
did you adopt that? A.—We ad- 
hered to the American 4. 


Q.—-That is you had your reserves 
strongthened beyond the Government 
Naty by the $600,000P A.— 

es. | 

Q.—Then was there anything done 
in later years? A.—During all this 
period the rate of interest continued to 
fall as shown by the reports of the 
company and as shown by Mr. Ramsay 
in his addresses from year to year, and 
they concluded that they: would have 
to look forward to a still further 
strengthening of the reserves and in 
1898 Mr. Ramsay set aside a sum of 
$225,000, I think, looking towards a 
34 per cent. standard. In 1899 on 
31st December, under the new manage- 
ment, we set aside $275,000 more and 
changed the mortality table from the 
American mortality table to the Ac- 
tuaries Table at 4 per cent. The rea- 
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son for that was that in the meantime 
Michigan had changed from the Ameri- 
can to the Actuaries Table and that 
was the common standard throughout 
the States, so we adopted the Actuaries 
Table, with the special reserves of 225 
plus 275, making up $500,000, and the 
change from the American to the Ac- 
tuaries Table absorbed some $353,000 
at that point. 


Q.—Of the $500,000P A.—No, as 
between the American table and the 
Actuaries table, to pass from one table 
to the other absorbed some $853,000, 
which shows how weak the American 
table is. In addition to that we had 
the $500,000 special reserves looking 
towards the Hm. 3}. 


Q.—Then practically you have Hm. - 
4 from that time on with $500,000 set 
apart to help to bring it down to 33? 


A.—Not Hm. It was the actuary » 
4, The actuaries table is not the 
Hm. It is otherwise known as the 


Combined Experience Table. 


Q.—Which is the Government table? 
A.—The Hm. They are not widely 
different, the Actuaries and the Hm. 
in point of reserves. 


Q.—If there is any difference which 
will create the larger reserve? A.— 
I think the Hm. will probably require 
slightly higher reserves. 

Q.—Then may it be said that from 
1899 it was not very long until you 
made the change that we have been 
talking about, but from that time on 
you had $500,000 available as a special 
reserve to assist you in reducing the 
rate of interest on reserves generally 
to: 32? » A.Yes. 

Q.—Then you have told us how much 
money you set apart in addition to 
that in consequence of the anticipated 
law coming into force, $2,509,000 was 
it? A.—Not in addition to that. 


Q.—That included the whole $500,- 
000? A.—yYes, the whole transaction, 
from the American 4}. 

Q.—You were going to make me, Mr. 
Cox, if I remember rightly, a little 
statement showing just what amounts 
you would have available for distribu- 
tion and how it was affected by what 
you did in 1900? A.—When you 
come to my evidence I can give you the 
exact valuations. 

Q.—Then if you say so, Mr. Cox, 
T will take that also from the actuary. 
If you could prepare that statement 
and let me have it a little in advance 
it would be so much the better. 


MR. COX: Yes sir. 
(Adjourned to 2 p.m.) 
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AFTERNOON SESSION. 


—Resumed at 2 P.M., June 4th, 
1906. 

__Examination of Hon. George A. 
Cox continued : 

MR. SHEPLEY: Since we spoke of 
it the other day the agreement between 
yourself and Mr. Ames and Mr. Brad- 
shaw with regard to the Imperial Life 
has been found, and it has been given 
to me. The agreement is the 2nd 
January, 1902. ‘That is an agreement 
which recites that the Central Canada 
Loan & Savings Company now own or 
control 5,350 shares of the capital stock 
of the Imperial with 45 per cent. there- 
on paid up, and the purchasers, that 
is Ames and Bradshaw own or con- 
trol 1,950 shares of the stock with the 
same amount paid up. Then it re- 
cites that the parties deem it in their 
interests, and those of the said com- 
pany that they should have an equal 
holding of shares, and that the ar- 
rangement hereinafter contained re- 
specting the voting powers on the said 
shares should be made. Then the 
agreement goes on to provide the Cen- 
tral Canada agrees to sell, and Ames 
and Bradshaw agree to buy, 1,700 
shares for the sum of $114,750 payable 
as follows: Cash on the execution here- 
of, $7,750, and on the termination of 
this agreement under the fourth clause 
$107,000. Then the 1,700 shares to be 
transferred to the National Trust Com- 
pany as trustees to be held as security 
for the payment of the said balance of 
purchase money; the Central Canada 
up to the time of the termination of 
the agreement to receive the dividends 
in lieu of interest on the purchase 
money. ‘There is a provision for de- 
fault. Then it goes on to provide, 
with the shares now owned or con- 
trolled by the purchasers they will on 
completion of the purchase own 3,650 
shares and the Central Canada will 
have after the said purchase is com- 
pleted 3,650 shares. This’ agreement 
is to continue in force for two years, 
and after that it may be determined 
by one year’s notice in writing given 
by either party to the other. Then 
during the continuance of this agree- 
ment the shares are not to be parted 
with, they are to be held, and there 
may be, however, an agreement to re- 
duce their holdings to a total of 5,100. 
Then there is to be no increase in the 
shareholding of any one without the 
consent of the others. Then there is 
something about the voting. power, 
‘which is interesting: ‘‘The parties 
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hereto shall co-operate,’ etc. (Reads 
clause 6 of the agreement.) That is 
there was a provision there for arbi- 
tration in respect of the directorate if 
the parties could not agree, you re- 
member that? A.—I do not remem- 
ber it, I have no doubt that is correct, 
I no doubt. read it at the time. 


Q.—That is somewhat unusual ; 
what was the object of that? <A.—I 
could not tell you more than just what 
it says there. As 1 said to you the 
other day this was not made at all 
upon my motion. I preferred to keep 
the stock as it was. Mr. Bradshaw 
and Mr. Ames preferred to have a 
one-half interest in it, and as I say 
We conceded that and that agreement 
Wes prepared by them practically for 
ae signature after we had discussed 
at) 

Q.—The arbitration provision I sup- 
pose was intended, and it seems to 
have been intended to prevent a dead- 
lock in case the parties could not 
agree, they had equal voting power? 
A.—Yes. 

Q.—And if they did not agree upon 
any question of policy or any question 
of election then this was intended to 
get over the deadlock? A.—To get 
over that I presume. 

Q.—-That might, of course as you 
see, reduce all these shares, reduce 
the voting effectiveness of all these 
shares to one vote, that is the vote of 
the person who might be elected by 
arbitration? A.—Yes, I suppose it 
would have that effect. 


Q.—Then there is a provision for 
adjournment on any question of policy 
the parties are not agreed upon, to 
try and agree during the adjourn- 
ment; if they do not then there is to 
be an arbitration again; this might 
result in the control of a joint stock 
company by an arbitrator; you see 


that of course, and in that respect it 


strikes me as being unusual? A.— 
The agreement as I say was prepared 
I think by Mr. Lash, if I remember 
rightly, prepared largely by Mr. Ames 
and Mr. Bradshaw I think. The 
agreement was submitted to me, and 
I read it over and did not see any ob- 
jection to it and consented to it, al- 
though I would have preferred to leave 
it as it was before. 

Q.—The final provision is a provi- 
sion for the year’s notice determining 
the agreement, containing as an essen- 
tial part thereof an offer by the party 
giving the same either to buy or sell 
at a price to be named? A.—Yes sir. 
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Agreement with regard to Imperial 
Life shares referred to marked as (Ex- 
hibit 187.) 

Q—.Then one other matter about 
that, and I am through with that; you 
were good enough to say you would 
find out for us what it was you paid 
to get rid of that agreement? A.— 
It was not paid to get rid of the agree- 
ment, it was paid after Mr. Ames’ 
suspension, and when they wanted to 
be released of it as a matter of neces- 
sity. 

Q.—Did Mr. Bradshaw want to be 
relieved of it? A.—Yes, Mr. Brad- 
shaw wanted to be relieved of it. 

Q.—That is not according to our 
information; are you quite sure of 
that? A.—Yes sir, I am quite sure 
of it; he could not have carried it 
through. 

Q.—If he wanted to be relieved of 
it all he would have to do would be 
to forfeit? A.—Yes, but if he could 
get $40,000 for forfeiting it I suppose 
he would prefer to take it. 

Q.—I should think the man who paid 
$40,000 was the man who wanted to 
get rid of it rather than the man who 
accepted that? A.—If you knew all 
the circumstances of the time you 
would not think that. Mr. Ames had 
in the meantime been unfortunate in 
business and suspended payment, and 
Mr. Bradshaw felt—Mr. Bradshaw 
would give evidence himself—but I 
do not think he had the silghtest idea 
of continuing it himself alone; if he 
did it is entirely news to me. 

Q.—If he did not want to continue 
it himself you might have, I should 
have thought, got rid. or permitted 
him to get rid of it, on so much easier 
terms for yourself? A.—I could have 
done, but I dealt very liberally with 
it because I knew the circumstances 
required it. These men had both, I 
fancy, lost money in transactions and 
they were very glad to get the assist- 
ance that this advanced price: gave 
them, and I was very willing to give 
it to them. but for the purpose of as- 
sisting both these men in their finan- 
cial matters at that time. The two 
together received %66.933.91. 

Q.—Divide that for me, Mr. Brad- 
shaw? A.—We can tell you that in 
a few minutes. ; 

Q.—But you have told me you wer 
not anxious to do it from. the begin- 
ning? A.—I was not anxious to make 
‘that agreement, I preferred just to 
keep it as T first started it, and as I 
first explained to the other sharehold- 
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ers who joined me. I wanted to have 
a substantial majority of the interest 
in the company, and I was not pleased 
with the change that was then made, 
but I think I am perfectly safe in 
saying that when the agreement for 
cancellation of that agreement was 
made that they were all entirely in 
accord with it, and very much pleased 
to have it treated as liberally as 
it was. I have no doubt at all it 
would have been forfeited without that 
payment, 

Q.—Had the stock advanced at all? 
A.—The stock had not advanced on the 
market, but my own opinion was that 
the stock was well worth even that in- 
creased amount. The stock of a life 
insurance company takes a good many 
years of very hard, earnest, anxious 
work to build it up, but when the 
company grows and gets a large busi- 
ness it is a good asset. 

Q.—You see the Central Canada ap- 
pears to get $7,750 by way of advance 
on the purchase money? A.—Yes sir, 
that is all they had been paid. 

Q.—The re-payment of that would 
have left matters just where they were 
so far as money was concerned? A. 
—Yes sir. ) 

*Q.—And the stock might have been 
just handed back, leaving the parties 
where they were? A.—Yes. 

Q.—Leaving the parties in other 
words in a position in which from the 
beginning you preferred they should 
be? A.—Yes sir. 

Q.—I think I must ask you to ex- 
plain why you say in the face of that 
that it was at their instance that you 
paid the larger sum and for their bene- 
fit? A.—I do not think I said it was 
at their instance. 

Q.—You said on account of Mr. 
Ames’ suspension they did not want 
to have to carry it out? A.—No sir. 

Q.—If they did not want to have 
to carry it out I suppose they wanted 
you to take back your shares? A.— 
Yes sir. 

Q.—If they were anxious to get out 
of the obligation why did you not drive 
a harder bargain? A.—Because I 
wanted them both to get out of their 
financial difficulties, and I contribut- 
ed a good deal more than that in other 
ways to assist in that, which I will 
no doubt get back in due time when 
Mr. Ames is able to recover from his 
difficulties, but I was dealing not with 
two men that I wanted to drive a hard 
bargain with, but with two men whom 
I wanted to see get on their feet as 
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quickly as they could. Mr. Bradshaw 
while no relative or connection of mine 
in anyway is a very valuable and com- 
petent officer, and I regarded it as 
very important to retain his services, 
and to retain his services where he 
was entirely relieved from financial 
embarrassment of any kind, and it was 
for that purpose that I did it. The 
idea never occurred to me that Mr. 
Bradshaw desired to retain his inter- 
est in that way, Mr. Bradshaw has 
known from the time that he joined 
the company that at any time he 
wanted any holding of the stock he 
could get it at the cost, just what it 
cost, and that position remains to-day. 
If he wanted a thousand shares of 
that stock he could get it at just what 
it has cost me. 

Q.—Then, to sum up, you say it is 
an entirely erroneous view to take of 
the transaction that you wanted to 
_ have this stock re-vested in you, and 
that Mr. Bradshaw declined to do it 
unless he were paid a large sum of 
money? A.—yYes sir, that is true; 
that is an erroneous view. The can- 
cellation of that agreement was en- 
tirely satisfactory to every person con- 
cerned. There was no pressure or 
force of any kind. 

Q.—It would be to him certainly in 
the view you have expressed, that he 
was not able to carry it out? A.— 
I am sure his explanation of it will 
be the same as mine, because he knows 
to-day that he could get back any por- 
tion of that stock. I would not sell 
him nor anybody else, if I could help 
it, an amount of stock that would 
leave me a minority holder, but I 
would be very glad to have him take 
any that he wanted at just what it 
has cost me. I would be very glad 
to have others do the same thing. 

Q.—You put that very largely I un- 
derstand upon the desire to retain the 
efficient services of a willing man? A. 
—yYes, that is true, and made a ver- 
bal agreement with him at the time 
that he would remain in the service 
of the company I think it was at least 
5 years, not as much longer as he 
liked, but that he would not leave the 
company for at least five years, I think 
it may have been three. 

Q.—In connection with the call loans 
to the Dominion Securities Company 
a letter has been given to us, or a copy 
of a letter and two agreements, one 
between the Dominion Securities and 
the Central Canada and the other be- 
tween the Dominion Securities, the 
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Central Canada and the Canada Life; 
you have looked at these since we 
spoke about them before? A.—Yes sir. 
I have a carefully prepared statement 
here with all the facts, giving all the 
relations between the Canada Life As- 
suraince Company and any of these 
companies or anybody else in connec- 
tion with them, and it also gives the 
information for which you asked me 
as to my own personal holdings. I 
have given you all that information, 
but along with giving you that I sub- 
mit that I would like you to examine 
the statement yourself, and if you think 
it Is necessary or desirable in this in- 
vestigation or in the public interests 
that that information should be made 
public regarding my own personal mat- 
ters I am quite willing it should be 
done, but I would like you to consider 
that matter yourself after going all 
over this statement before asking me 
to give information touching my pri 
vate matters. 

Q.—Do you embrace in that the mat- 
ters of the Central Canada? A.—I 
embrace in it everything. 

Q.—Connected with this Dominion 
Coal? A.—Yes; and the whole state- 
ment is there, and it refers to every 
transaction that has taken place be- 
tween the Canada Life Assurance Com- 
pany and any other individual or cor- 
poration with which I am identified 
or with which I am not. Every tran- 
saction touching the Canada Life and 
Dominion Coal, and it gives the in- 
formation as to my personal matters 
that if you feel you are entitled to 
make public I have no objection to 
vou doing it, but I do not think it is 
fair to other institutions and individ- 
uals with which I am connected to 
have affairs which have no relation to 
the Canada Life made public; but 
that is a matter I leave entirely with 
yourself, if you will take that state- 
ment— 

Q.—So far as I am concerned it is 
not at all'a question of good taste or 
desire to make or to avoid publicity 
at all; it is a question as to what 
knowledge it is my duty to lay before 
the Commission? A.—Then you can 
lav this before the Commission. 

Q.—The Commission of course is a 
public body? A.—That is true, but 
what I mean is whether that should 
be made public or not. If this hon- 
orable Court says it should, or if you 
say it should or anybody else, I am 
perfectly satisfied. I do not think 
it ought to be published to the world 
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because I do not think they are inter- 
ested in my personal affairs. How- 
ever I am perfectly satisfied. I have 
prepared it in detail. There is no- 
thing I want to hide whatever, the 
knowledge of which would in- any way 
facilitate the progress and work of 
this honorable Court. 

Q.—Let me put a general question 
frst 

MR. NESBITT: Let Mr. Shepley 
see that. There is a part I would not 
have furnished at all, but the Senator 
is very keen that there should not be 
a suggestion even that he has con- 
cealed anything. (Statement handed 
to Mr. Shepley). 

WITNESS: I should be perfectly 
satisfied of course for the counsel for 
the Provinces to see it too; it is not 
_ anything I want to hide. 

MR. NESBITT: I have said that 
to Mr. Shepley. 

Mr. Shepley looks over statement 
handed to him by witness. 


MR. SHEPLEY : My learned friends 
are going to give me some further do- 
cuments upon this. I do not want to 
say that I feel any doubt about it, be- 
cause at present I do not feel any 
doubt about the necessity of dealing 
with these matters, but I will take a 
look at the agreement. One wants to 
be careful to consider matters. I 
cnly wish I had this a little earlier 
though I dare say it will probably 
agree with the information we have 
been able to get from the books, at all 
events to a certain extent. 

MR. NESBITT: I think it will 
agree absolutely; I mean to say the 
Senator’s instructions were to give the 
auditors every facility; he threw open 
a lot of things that I would not have 
thrown open; I may say that. 

MR. SHEPLEY: Have you made 
enquiries with respect to an entirely 
different period and with respect to 
entirely different transactions with re- 
gard to the Dominion Coal and the 
Twin City bought in 1903—I am leav- 
ing for the moment 1902 transactions 
by themselves until there has been some 
consideration of that; I come now to 
the 1903 transactions, about the time 
of the Ames’ transaction? A.—EHvery- 
thing I know about coal is in that 
statement, and I will read it if you 
desire that I should without a mo- 
ment’s hesitation. My own intention 
was to read jt this morning immediate- 
ly at the opening of the Court, and 
when I showed it to my solicitor he 
thought the private matters, matters 
referring to my personal accounts, 
should not be read without consulta- 
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tion, and for that reason I just put 
it to you in that way. I have given 
you everything I know, and I am quite 
prepared to read it, in fact I am quite 
willing to read it, there is nothing that 
1 have any hesitation in letting the 
public know. 

MR. NESBITT: I may say as ta 
that I have gone over it very carefully 
with the Senator; his attitude about_ 
iv is precisely as he has stated; there 
has been so much said about himself 
and his connection with these various 
companies and his instructions to me 
were he desired every policyholder to 
know all he ever did in connection 
with the company, because his view 
was that all he had ever done was for 
the ultimate benefit of the policyholder 
and the company. When I came to 
look at it, as Mr. Shepley will find 
when he comes to look at it with his 
accountants, there are a number of 
names there of gentlemen about town 
who have no more connection with the 
Canada Life, some of them at least, 
than any gentleman of the press here 
present. JI may say when the syndi- 
cate was dissolved it appears a num- 
ber of these gentlemen had to take 
their stock out of the syndicate pool 
at 129, that stock is now 78. You will 
readily see, Supposing any of your 
names were in there, and it was known 
you held 300 to 1,000 shares at a loss 
of 40 to 50 points, it might have so far 
as these gentlemen are concerned a 
very serious effect with their banks, 
with their general standing, and the 
effect may be very wide-reaching. Sup- 
posing I were in there, which happily 
I am not, as a holder of 500 shares, 
50 points, "$25, 000—I think my butcher 
would be very anxious about his next 
month’s account; and I think there 
must be a good many gentlemen who 
would resent it. It is not in the pub- 
lic interest, and the Senator has no 
right in my view to make public those 
matters about gentlemen who have no 
concern whatever with the Canada Life 
or this inquiry. So that I take the 
responsibility without hesitation about 
the matter. JI take the full respon- 
sibility. 

MR. SHEPLEY: Let me put the 
thing from a different standpoint. My 
consideration of the matter is not to 
be supposed for a moment to indicate 
that I myself have any doubt about it. 
The point that strikes me about it is 
this, if gentlemen who have no con- 
nection whatever with the Canada Life 
associate themselves with gentlemen 
who have some connection with the 
Canada Life, directly or indirectly, 
having regard to a possible upward 


~present—it in my own fashion? 
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movement in certain stock, and in the 
course of the association together they 
purchase stock largely and are assisted 
in the purchase by the funds of the 
Canada Life, purchased upon a call 
loan, then I think the whole transac- 
tion is a transaction which requires to 
be examined into. Out of deference 
not only to what my learned friend has 
said, but to what Senator Cox has 
asked I feel it my duty to consider the 
matter, but I do not want it to be 
understood that I have been proposing 


to give this evidence without consider- 


ing the matter carefully. 

MR. NESBITT: The _ syndicate 
transaction has reference in the most 
indirect manner to the call loan, not 
the slightest bearing upon it? 

WITNESS: I would like to read 
that statement if I may? 

MR. SHEPLEY: I think you had 
better let me go through it first, Sen- 
ator Cox, because if I come to the 
conclusion I must present it nee 
The questions you are asking me I 
cannot remember, I really cannot keep 
all these figures in my mind. 

Q.—I am not asking you any ques- 
tion about it, and when I do you will 
have the paper in your hand? A.— 
The quicker it is read now the better. 
I would like it, because already sus- 
picion will go around that there has 
been something wrong with the Can- 
ada Life Assurance Company, and I 
want to demonstrate that is not the 
case. 

Q.—That is a matter for yourself 
and counsel to decide? A.—I am wil- 
ling to give the matter further con- 
sideration if it is desired. 


MR. NESBITT: I am not in the 
least careful if these gentlemen want 
their affairs, exposed. I have nothing 
to do with it. You had better read 
it, Senator. The names are not in 
there? 

WITNESS: No, the names are not. 

MR. SHEPLEY: The propriety of 
disclosing the names can be discussed 
after ? 

MR. NESBITT: Yes; you had bet- 
ter let the Senator read it. 

MR. SHEPLEY: Q.—yYou will 
please let me put the question to you? 
A.—Would you let me read it first? 

Q.—I would rather not, because 1 
th*nk I would be surrendering the con- 
duct of the Commission to you, and 1 
do not want to do that? A.—I as- 
sume that what you want is a plain, 
unvarnished statement of the affairs 
as they exist, and for the papers to get 
it correctly P 


Q.—Yes?P 


A.—I presume the ob- 


. SO on. 
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ject of this Commission is not to con- 
vey a wrong impression-to the public 
as to the real state of affairs, and 
where there are a number of institu- 
tions and individuals concerned the 
questions asked first on one point and 
then on another would lead to confu- 
sion and to misunderstanding, and 
this 1s Just practically an answer to 
the question that you asked me on Fri- 
day, and a statement of all the facts 
and then when that is read I can an- 
Swer any question you like on it, I am 
sure what you want and what this hon- 
orable Court wants and what every- 
body wants is to get a plain state- 
ment. You know how readily it is— 

Q.—Of course, but I do prefer -to get 
that in the regular fashion by asking 
questions and having them answered ? 
A.—I will have to say that I do not 
know and that I cannot remember and 
All these questions can follow 
my statement, will you let me hand 
this to the papers? 

Q.—It is hardly fair to counsel con- 
ducting the investigation to read the 
statement and expect him to ask ques- 
tious about it without ever examin- 
Ing it? A.—Would you kindly read 
it and examine it and then ask me 
questions upon it? 

Q.—That is what I was proposing 
to do, but you thought you had rather . 
go on? _ A—But I want that to go 
in previous. 
Q.—You mean to-day? A.—I would 
like it to go in before you question me, 
because I know I cannot carry the num- 
erous transactions and figures in my 
head, and I have prepared them all, 
and after I have read them— 

Q.—With that in your hand, I think 
Senator, you will be yuite able to an- 
swer the questions, and you will not 
be hurried at all— 

JUDGE MacTAVISH: When the 
trouble which you anticipate arises we 
will deal with it. 

MR. SHEPLEY: \.—You have al- 
ready said, that by reason of the lease 
which was in contemplation of the pro- 
perty of the Coal Company to the Iron 
& Steel Company at a rental which 
would pay an 8 per cent. dividend 
upon the common stock of the Coal 
Company, it was anticipated among 
those who were interested and others 
that there would be a rise in the price 
of stock? A.—Yes, it was a matter 
of public discussion. 

Q.—One of the companies in which 
you were interested—there may be no 
objection to my stating the name of 
the company, the Provident Savings— 
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had at that time some considerable 
holdings; the Provident Savings when 
it was quite low had purchased some 
3,000 shares which they were holding 
at an average of about 484; can you 
get that from your papers so as to say 
yes to it? A.—That transaction I 
think was long before there was any 
contemplation of the lease. 

Q.—That is true, I said some time 
before; they had purchased at a much 
lower \figure than it was possible to 
purchase when the flurry commenced? 
A.—For many years the stock was 40, 
45, along there; that was before I was 
a director of the Coal Company I 
think. 

Q.—Then the Provident holding 
3,000 between February and April, 
1902, purchased 6,720 more shares? A. 
—Yes: Mr. Morrow says that is cor- 
rect. 

Q.—And the average price of pur- 
chase was 71 to 129? A.—Yes. uA 

Q.—That made a holding of 9,720 
shares in all in connection with the 
Provident; then the Central Canada 
bought 9,370 shares petween Febru- 
ary and April at the same prices, 71 
to 129?  A.—Yes; Mr. Morrow says 
that is correct. 

Q.—And then there was a purchaser 
of 10,000 shares within the same peri- 
od, he may have been acting for others, 
but there was a gentleman in Montreal 
who purehased 10,000? A.—Yes. 

Q.—And his prices were 76 to 91? 
A.—I do not understand what that 
has to do with me exactly. 

MR. MORROW: What Mr. Shepley 
is getting at are all the transactions 
that went through the Dominion Se- 
curities. 

MR. SHEPLEY: You see all these 
centred in the Company which was 
borrowing money from the Canada 
Life. 

Q.—My question as to the 10,000 
shares at 76 to 91 I think has not yet 
been answered—that is right, is it? 
A.—It would be purchased for a client. 

MR. MORROW: That is a man with 
whom we were having transactions, 
and that 10,000 shares was simply pur- 
chased and handed over to him within 
the same week. 

MR. SHEPLEY: That was handled 
by the Dominion Securities Company— 

MR. MORROW:>:We simply took it 
up for the broker and drew on Mon- 
treal. It had nothing in the world 
to do with the loan from the Canada 
Life in any shape or form. 
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MR. SHEPLEY: I have no objec- 
tion to it being stated that Mr. Mor- 
row says at this stage it had not. 

MR. SHEPLEY: Q.—Another gen- 
tleman purchased 2,000 at 94, and 
850 at 1254. 

MR. MORROW: The same thing 
applies to that. 

MR. SHEPLEY: You say as to that 
the loan had nothing to do with that? 

MR. MORROW: Nothing whatever. 

MR. SHEPLEY: Q.—An official 
of the Central Canada, 1,500 at 71 
and 1,000 at 93; that a understand 
is assented to? 

MR. MORROW: The same thing 
with that, simply taken up by him as 
soon as it was purchased. 

MR. SHEPLEY: Then another 
official 1,500 shares at 71 and the Can- 
ada Life itself 1,000? | 

MR. MORROW: 1 ,000 at 70; ‘the 
Canada Life was purchased at the 
lowest price. 

WITNESS: That was the thousand 
they had the option to take in connec- 
tion with the $500,000 loan. 

MR. SHEPLEY: Then, from what 
Mr. Morrow has told me, you exclude 
the 10,000 shares, the 2,000, the 850 
and the 1,500, and the 1,500, and the 
1,000—all those you would exclude on 
what you have said to me? 

MR. MORROW: Yes. 

MR. SHEPLEY: The balance would 
be 20,090. 

MR. MORROW: Somewhere around 
there. 

MR. SHEPLEY: On the 10th Feb- 
ruary an agreement was made between 
the Dominion Securities Corporation 
and the Central Canada Loan & Sav- 
ings Company, the Dominion Securi- 
ties Corporation being called the vend- 
or and the Central Canada the pur- 
chaser—witnessing that the purchaser 
has bought from the vendor ordinary 
shares of the common or ordinary 
stock of the Dominion Uoal Company, 
Limited, and there remains unpaid of 
the purchase money the sum of $500,- 
000, payable with interest at 5 per 
cent. per annum on the 10th Febru- 
ary, 1908. Can you tell me having 
regard to the transaction which we 
have been speaking about here, how 
the Dominion Securities Corporation 
figures as the vendor of those shares? 
A.—What I understand is that that 
agreement was made— you are now 
speaking of the loan in which the Can- 
ada Life— 

Q.—Yes, but I have not come to 
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the document which relates to that 
loan, but the document of an alleged 
sale from Securities Corporation to 
the Central Canada? <A.—That was 
made for the purpose of giving to 
the Canada Life the covenant of the 
Central Canada on this $500,000 loan, 
as well as the covenant of the Domin- 
ion Securities Corporation, and the 
stock at 50 cents on the dollar? 

Q.—The Dominion Securities Cor- 
poration was, in the form of the tran- 
saction, purporting to act as brokers 
for these people we have spoken about? 
A.—Yes, that is it. 

Q.—And it was purporting to make 
a loan from the Canada Life for the 
purpose of the Central Canada Loan 
& Savings Company? 

MR. MORROW: For their 10,000 
shares. 

WITNESS: Yes. 

MR. SHEPLEY: Which were their 
10,000 shares, because we have only 
9,370 in the statement we have got— 
what other shares were to go to them, 
or was there any in particular? 

MR. MORROW: No particular, you 
cannot specify that. The shares were 
borrowed upon different places in ad- 
dition to this loan. 

Q.—How much more money besides 
this $500,000 was borrowed for the pur- 
pose of carrying out the transactions 
which have been enumerated ? 

MR. MORROW: Sufficient to pay 
for the balance of the stock purchased, 
the $700,000, in addition from various 
financial institutions. 

MR. SHEPLEY: That more money 
was borrowed to pay all the money-> 

MR. MORROW: All less the mar- 
gin of 20 points. ; 

MR. SHEPLEY: There is a mar- 
gining provision here which I need not 
trouble about as between the Securi- 
ties Corporation and the Central Can- 
ada. Then comes the provision which 
enables the Securities Corporation to 
borrow: ‘‘The vendor having pur- 
chased said shares with a view to this 
sale the purchaser agrees that the ven- 
dor may borrow on the securities of 
said shares to the extent of $50 per 
share, and pledge and transfer the 
shares purchased as security for the 
moneys borrowed at interest, and may 
also assign this contract and promise 
of the purchaser as security therefor, 
and may give the lender of such mon- 
eys the option, to be exercised, on or 
before the tenth day of February, 1903, 
of acquiring 1,000 of the said 10,000 
shares at the price of $70 per share.’’ 
That was the agreement between those 
two companies. Then there was an 
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additional agreement between the Do- 
minion Securities Corporation, the 
vendor, the Central Canada, pur- 
chaser, and the Canada Life, lender; 
that was 13th February? A.—That 
is the same transaction. 

Q.—And in that the transaction re- 
cites the previous agreement, and wit- 
nesses that the vendor in consideration 
of $500,000 advanced by the lender as- 
signs to the lender the unpaid pur- 


chase money of the said 10,000, all 


interest under the annexed agree- 
ment, and gives the option, and the 
Central Canada assents to the assign- 
ment and agrees with the lender to 
pay to it to the extent of the moneys 
so advanced and remaining unpaid the 
full unpaid purchase money and inter- 
est according to the term of the said 
agreement. That was the method 
adopted for the purpose of getting the 
liability of the Central Canada as well 
as— A.—Yes, you will note the Can- 
ada Life had a margin of $200,000 and 
a covenant of the Central Canada be- 
sides. 

Q.—I am not saying the security 
was not sufficient; then there was a 
letter of the same date to the treasurer 
of the Canada Life—there is no signa- 
ture to the copy. 

MR. MORROW: This agreement was 
not ready at the time, at the first 
fifty—it was borrowed in fifty, fifty, 
and two hundred, or something like 
that, whatever the different amounts 
were. 

Q.—That was signed by the— 

MR. MORROW: The Assistant 
Manager of the Central Canada. 

Q.—That was a letter hypothecating 
or handing over a hypothecation for 
an aliquot portion? A.—Yes, while 
that agreement was being drawn. 

—The agreement between the Do- 
minion Securities Corporation, the 
Central Canada and the Canada Life, 
together with the letter of the 13th 
February, all annexed together, 
marked as Exhibit 188. 

Q.—Be good enough to refer to the 
account you have there, and we will 
have put upon the record the way in 
which the moneys were paid over by 
the Canada Life? A.—That is not 
in this statement. 

Q.—I should have perhaps asked you 
a question first; is there an account 
there among the papers which you 
have of the moneys advanced on that 
loan? A.—Mr. Watt will have that. 
(Mr. Watt produces a statement.) 

Q.—That was advanced; on the 13th 
February, $50,000; on the 15th Feb- 
ruary, $200,000; 19th February, $250,- 
000; and on the first was received 1,000 
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shares, on the 2nd 4,000 shares, and on 
the 3rd 5,000 shares. Then those were 
paid back, $200,000 on the 17th April, 
$230,000 on the 21st April, and $70,- 
000 on the 21st April, and the releases 
were 4,000 and 5,UU0 and 1,000 respec- 
tively? A.—That was two months 
atter the loan was made. , 

Q.—In that 21st, the third, is the 
stock you took up under the option? 
A.—Yes, the last thousand. 

Q.—And you wiped out the balance 
of your debt, there was no payment 
made, you wiped out the balance of the 
debt, $70,000? A.—Yes. 

Q.—In addition to that loan you 
made certain other loans to other per- 
sons, the Canada Life did, for the pur- 
poses of enabling transactions in this 
stock to be carried? A.—Mr. Watt 
will be able to tell you that. 

Q.—That is all in the statement you 
have in your hand; we will have it 
_ put upon the record? A.—That is 
the document I want to read. 

Q.—I thought it was this document? 
A.—It is a continuation of the whole 
thing. \ 

Q.—I will read this without garbling 
it at all; on the 14th February the 
Canada Life lent $4,850 on 100 shares ; 
on the 2nd September, 1902, $25,000 
on 200 shares; 80th September $11,000 
on 100 shares; 2nd March, 1903, $50,- 
000 on 500 shares; 3lst March, 1908, 
$11,000 on 100 shares; 2nd March, 
1903, $50,000 on 500 shares; 3lst 
March, 1903, $11,000 on 100 shares? 
A.—Yes. 

Q.—érd June, 1903, $2,000 on 25 
shares; 16th June, 1903, $7,500 on 100 
shares; 28rd April, 1903, $70,000 on 
700 shares; 21st May, 1903, $96,262.50 
on 700 shares; 8rd June, 1903, $17,- 
083.50 on 210 shares; on the 15th 
June, 1908, $7,339.35 on 100 shares; 
then from March 18th to August 22nd, 
1902, $318,600 on 3,030 shares; on the 
17th January, 1903, $15,000 on 145 
shares; 22nd January, 1903, $13,700 
on 125 shares—those are all the trans- 
actions you had by way of loans on 
the Dominion Coal? A.—Yes, all the 
transactions for all time that every- 
body and every one, with the exception 
of one, a small loan secured by other 
small stocks, is the only one of the 
whole that has not been paid off near- 
ly three years ago. 

Q.—I notice these loans are loans 
which indicate that the stock was 
taken as worth at least par? A.—It 
was worth at that time a good deal 
more than par. 

Q.—Were any of these loans in re- 
spect of which you required insurance 
policies to be taken out? A.—There 


of the company? 
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is Just one loan of $7,500, and we took 
a three thousand dollar policy; the 
stock at that time was worth about’ 
par I think. 

Q.—One other question about those 
loans; were any of those loans made 
to officers or employees of the Canada 
Life? . A.—Some of the small loans 
were. You have of course the name 
of them in the minutes and in the 
company’s letters; we have only with- 
held the names there. 

Q.—So long as you tell me which 
of these were to employees of the Can- 
ada Life? A.—Loan number 7 and 
loan number 10. 

Q.—The loan of $2,000 on the 38rd 
June, 1903; and June 8rd, 1903, June 
15th, 1908, for $17,083.50 and $7,339.- 
35 respectively ; those were to servants 
A.—Yes. 

Q.—And do you know whether those 
servants had been margining these 
transactions elsewhere before you loan- 
ed? A.—I could not tell you that. 

Q.—Mr. Watt says they had; was 
that a common thing in the Canada 
Life for your—. A.—No sir, it is not 
a common thing and it is I think the 
only time it has occurred either before 
or since, and the company was amply 
protected, and I suppose assisted these 
men under stress to a certain extent, 
IT do not know, but they were amply 
secured and the total is very small. 


Q.—I assume you do not approve 
of your employees doing that sort of 
thing, do you? A.—wNo sir, we do 
not. 

Q.—Do you forbid it? A.—We 
have forbidden it since, it is not done 
now at all, and that is the only time 
it was ever done. 

Q.—In the Dominion Coal? A.— 
In the Dominion Coal or in anything 
else that I know of. The loans of 
the Canada Life, you will see in go- 
ing through them are a very, very © 
clean lot of assets, clean loans and 
clean right throughout. 

Q.—Do you know in respect of those 
loans whether the employees them- 
selves paid them off, or whether they 
were taken over? A.—I could not 
give you that information myself. 

Q.—The larger one is still being 
carried on— 

MR. WATT: To the extent of 193 
shares. 

WITNESS: That is the only loan; 
that has, as I understand it, Bank | 
of Hamilton, and Bank of Commerce, 
and Imperial Bank and a few shares 
of Hamilton Provident, which I think 
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led to the suspicion that I -had con- 
trolled the Hamilton Provident. 

Q.—That is one of the companies 
you said you wished you did? A.— 
Yes. 

Q.—What is this page? A.—That is 
of the 3,000 shares that the company 
still owns. 

Q.—You hold 3,100 shares, your first 
holding is that purchase at 70 under 
the option? A.—Yes. 

Q.—And you have since bought the 
balance up to 3,100 sharesP A.— 
Yes sir. 


Q.—I think you said that these ac- 
counts which you exhibit show all the 
dealings that you had any interest in 
direct or indirect in Dominion Coal? 
A.—Do you mean in this? (Refers 
to statement.) 


Q.—Yes? A.—What I say is this 
exhibits a statement of every transac- 
tion in the Canada Life in Dominion 
Coal with anybody, whether connected 
with me or not, just what has been 
read. 

Q.—One other question about that; 
we have the figures with regard to the 
market, if these shares held by these 
various persons to whom reference has 
been made had been sold out in April 
they would of course have realized a 
very handsome profit? A.—Yes sir. 


Q.—Did the Central Canada in fact 
sell out? A.—They have been buy- 
ing and selling all the time. 

Q.—Did they sell out that holding 
and make a large profit? A.—I think 
they did, buying and selling all the 
time. 

Q.—About how much would they 
turn over selling out in April or when- 
ever they did, how much would they 
make by the  turn-over? Def 
could not tell you that, without get- 
ting the figures. The Canada Life 
could have sold out at the same time. 

Q.—The Canada Life was buying to 
hold, the Central Canada was buying 
to sellP A.—Yes. 

MR. NESBITT: That document 
shows the Canada Life never bought 
a single share during the whole of 
these selling transactions. . 

MR. SHEPLEY: Except at 70? 

MR. NESBITT: Yes. 

MR. SHEPLEY: I took Mr. Cox’s 
statement to that effect a minute ago. 

MR. ROWELL: On behalf of the 
Dominion Securities and the Central 
Canada I feel I am bound to take the 
position that my learned friend should 
not press a question asking as to tran- 
sactions of the Central Canada and the 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


Dominion Securities that in no way 
relate to the dealings of this Company . 
with the Canada Life. It is already 
before Your Honors in evidence that 
the Dominion Securities is one of the 
largest bond and security dealers in 
the Dominion, handling over forty mil- 
lions of securities in this way, and do- 
ing business for various clients, and 
having a large number of stockholders 
in no way interested in the Canada 
Life at all, and with all respect I sub- 
mit that it is not within the scope 
of the work of this Commission to in- 
vestigate what the profits or transac- 
tions with these other companies are. 

MR. NESBITT: I do not suppose 
the Senator knows and that is an end 
of it. 

MR. ROWELL: I want to make 
myself very plain here; anything that 
relates to transactions between either 
of these companies and the Canada 
Life or any other insurance company, 
the fullest possible information of 
every kind will be given which the 
counsel for the Government and the 
Commission desire. 

MR.SHEPLEY: Of course my learn- 
ed friend is setting up a man of straw 
to knock him down, because the Do- 
minion Securities Corporation was not 
beneficially doing this at all, it was 
doing this as agent for these other 
people, and the Central Canada is an 
institution in which the Canada Life 
has so much interest, in which the 
directors of the Canada Life have so 
interest— 

WITNESS: The Canada Life Has 
no interest in the Central Canada. 

MR. ROWELL: The Canada Life 
has no interest whatever in the Cen- 
tral Canada. 

MR. SHEPLEY: Wait till you hear 
me through; I have put the point al- 
ready; if the Central Canada has a 
common directorate to any extent 
whatever, and if the result of a trans- 
action is that the money of the Canada 
Life is put out to enable the Central 
Canada to invest upon a rising mar- 
ket for the purpose of selling and turn- 
ing over, that is a transaction which 
we are bound to inquire into. 


MR. ROWELL: Just on that; in 
this particular transaction I do not 
know what the evidence will be, I am 
not advised, but if my learned friend’s 
investigate any transaction of any kind 
not equally open to Your Honors to 
investigate any transaction of any kind 
of the Canada Life; any party who 
comes to the Canada Life and gets a 
loan on securities and that party then 
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afterwards disposes’ of the security at 
a profit or a loss, is it not equally open 
to this Commission to investigate that 
if the principle which my learned 
friend lays down is correct? The 
Canada Life has no stock in the Cen- 
tral Canada, the Central Canada is 
only concerned as a borrower; whether 
it made a profit or loss on the transac- 
tion I submit is entirely immaterial 
to the scope and the work of this Com- 
mission. 

MR. SHEPLEY: Now, Mr. Cox, if 
you will let us take that statement of 
yours I will see if we cannot put it in 
just as it is, and have it read just as 
it is? A.—I will be very glad if you 
will, because that puts all these facts 
before the public in a fair way, and 
that is all 1 want. 

Q.—Then on the 6th April, Ae 
there was this other transaction in the 
minutes of the Board; I find this mem- 
orandum or entry: ‘‘Purchase of 1,000 
Twin City Rapid Transit Company 


2,000 shares Dominion Coal Compan 

stock at $225,950, including broker- 
age was approved.”’ That 2,000 shares 
does not include, I think, the thousand 
shares that were got by the Canada 
Life at 70 under that option, but it is 
another 2,000? A.—That is right; if 
you will allow me to ask the Treasurer. 

JUDGE MacTAVISH: You can ask 
any officer of the company in regard 
to any question. 

MR. SHEPLEY: Tell me what was 
the reason for that particular dealing 
at that time, and what other body was 
acting jointly with you or acting in 
veel aA you s ening Sa 

MR. WATT: The Canadian Bank o 
Commerce and the Canada Life pur- 
chased jointly 2,000 shares of Twin 
City and 2,000 shares of Dominion 
Coal. The second thousand shares re- 
ferred to in this resolution was a thous- 
and shares purchased on the open mar- 
ket in March, 1903, as you see from 
that account in your hands. 

Q.—I understand that; so that the 
only thing that we need to remember 
in connection with this resolution is 
the fact that it approves of a previous 
purchase, as well as authorizes a pre- 
sent purchase of 1,000 shares? A.— 
Yes. 

Q.—It authorizes a present purchase 
—when I say present, a concurrent 
purchase of 1,000 Dominion Coal and 
1,000 Twin City? A.—Yes. 

Q.—And the Bank of Commerce you 
say was acting in concert with the Can- 
ada Life at that time, and purchased 
a like quantity of each stock? A.— 
Yes sir. 


$110,732.81, including brokerage, =] 
y 
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Q.—What were the circumstances 
under which that purchase was auth- 
orized and made by the two institu- 
tions ? A.—We believed it a good 
time to purchase, the prices were low 
then, and we thought it a desirable 
time to purchase; the best time to pur- 
chase is when the market is weak; the 
best time to sell is when it is strong. 

Q.—The effect of purchasing a con- 
siderable quantity of stock is to 
strengthen the market? A.—Yeés. 


Q.—You would not, I suppose ques- 
tion the propriety of my suggestion, 
if I suggest that the object of the Bank 
of Commerce and the Canada Life at 
that time was to strengthen the mar- 
ket? A.—No sir. 


Q.—I would be wrong or right? A. 
—You would be right; at that time 
all the securities in the country were 
falling. . 

Q.—I suppose the bank will have to 
look after itself, but do you look upon 
the strengthening of the share market 
as a legitimate object of a life insur- 
ance company? A.—I think that this | 
particular transaction was quite justi- © 
fied at the time, I think so; I take the 
full responsibility for having done it; 
it, protected our own holdings and pro- 
tected the market generally. 

Q.—Protecting your own holdings, 
Pr eane the market generally? A. 
—Yes. 

Q.—If the market for instance was 
weak at that time in Dominion Coal 
you could have still sold upon the mar- 
ket as it then stood ata profit? A.— 
Yes sir. 

Q.—And you wanted to maintain 
the market? A.—Yes; we wanted to 
hold the stock for investment; we 
bought it for that. 

Q.—You were not then holding any 
Twin City? A.—We had 1,000 shares 
of Twin City before that. 

Q.—You still hold it? A.—No, we 
sold it because the Insurance Depart- 
ment took objection to it; we made a 
profit. and we would have made a lar- 
ger profit if we had held it till now, 
but in deference to the Insurance De- 
partment’s view we sold. 

Q.—Will you venture to criticize the 
suggestion that it is not desirable for 
a company with investments to look 
after, which is not of itself of a specu- 
lative character at all, would you criti- 
cize the suggestion that it is not a 
proper condition that that company 
shall feel itself under an obligation to 
buy for the purpose of maintaining a 
falling market? A.—I will quite ac- 
cept that suggestion, and we have act- 
ed upon it. 
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Q.—How can a company prevent it- 
self from being put into a position of 
finding it prudent to buy in a falling 
market? A.—I do not think that we 
should put ourselves in that position 
or remain in that position; all kinds 
of securities fall, there may be a 
shrinkage in any kind; there are 
times— 

Q.—You say that about this time in 
1903—  A.—As I said a few minutes 
ago the market at that time was de- 
clining. 

MR. WATT: The greatest percent- 
age of shrinkage in our securities in 
that year was on Government securi- 
ties in proportion to the amount held. 


MR. SHEPLEY: There was a de- 
cline, however, generally speaking in 
all securities? A.—Yes. 


MR. WATT: British Consols in that 
year fell 7 points. 


WITNESS: Will you not allow me 
now to read that statement which is a 
fair statement consecutively— 


Q.—I hope to be able to give my full 
and free assent to do that, but I want 
to be able to read it myself? A.— 
All I want to have is the papers and 
the public to understand the transac- 
tions just as they occurred. The in- 
formation that has now been taken 
down by the papers I think will lead 
to the conclusion that the Canada 
Life’s money has been used for the 
benefit of the other institutions. I 
think that a statement just as it is 
prepared and as your auditor will cer- 
tify to be correct, will show that is not 
the case, and I think that I am en- 
titled to have that fact before the pub- 
lic and then it can be criticized and 
cross-examined fully, but the fact is 
ee the Canada Life’s money was not 
used— 


Q.—What I would like to do would 
be this: I am very unwilling you 
should think or anybody should think, 
that I am doing you even temporarily 
‘any injustice, but I do not want to 
put upon the record, because if it is 
read it goes upon the record, a state- 
ment which I have had no opportunity 
of looking at? A.—It is a statement 
of facts we have been going over now, 
only it gives the dates. 


Q.—Do you think the method we 
have pursued of asking questions and 


having them answered has left any im- 


proper impressions? A.—I do _ not 
think it has left an improper impres- 
sion; I do not think the questions 
could have been asked more frankly or 
more courteously than what they have 
but I will be bound to say the news- 
papers have not got the facts just ar- 
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ranged in the order in which they 
occurred and the dates that would 
give the public a fair statement of the 
position. The Canada Life Assurance 
Company has not in any way taken 
any risk or been involved in any specu- 
lations or anything of that kind. 
These 3,000 shares of stock purchased 
for investment I felt at that time, the 
directors felt at the time, was a good 
investment, and we believed then and 
be believe now that it is a good invest- 
ment; we do not want the impression 
to go abroad that the Dominion Coal 
stock is a speculative stock. It repre- 
sents one of the most valuable propert- 
ies on this continent. Its capitaliza- 
tion is fully represented by its im- 
mense coal areas and by its railway 
system and by its fleét of steamers and 
by its harbors on the Atlantic  sea- 
board, and by its terminals at Mon- 
treal, Halifax and St. John and other 
points. Altogether it is a property of 
very great value, and one of very great 
interest to this country, second only in 
importance to the Transcontinental 
Railways of our country, and because 
a number of people get speculating in 
the stock and kick it about in the 
market it should not be regarded as 
an unsafe investment for a life insur- 
ance company. There is no better pro- 
perty on the American Continent than 
that property of the Dominion Coal 
Company, and it will be a pity in the 
interests of the country to have the 
impression go abroad that this was a 
myth or a speculative concern. It is 
a property of very great value and very 
great possibilities, and is earning to- 
day a large interest on its capitaliza- 
tion, only that the money is being ex- 
pended in the further development of 
the property, and the dividend is with- 
held, and the withholding of that divid- 
end depreciates the stock for the time 
being, but to a concern like the Can- 
ada Life Assurance Company that is 
able to hold it they are holding what 
will be ultimately to them of very sub- 
stantial profit and not a loss at all, 
and there was no moment in the hist- 
ory of these transactions in which the 
Canada Life ran the risk of losing one 
dollar. J 5 
JUDGE MacTAVISH: The Commis- 
sion desires to be fair to everybody, 
and especially we would not like to 
see any unjust reflection on such a 
sensitive institution as a life insur- 
ance company, but now that the pub- 
lic as well as the Commission have 
had the benefit of the statement you 
have just made, don’t you think that 
that will be sufficient to correct 
any wrong impression that may have 
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been created by the previous part of 
your evidence? I do not see how 
there could be a wrong’ impression 
created, but if there has been such it 
seems to me your clear statement now 
would be in the meantime at all 
events, a sufficient answer to it. After 
Mr. Shepley has had an opportunity to 
read the statement which you have 
given him it may come before us again. 
It probably gives the transaction more 
in detail than you have given it to us 
to-day? A.—I accept your Honor’s 
suggestion; what you have said is 
quite satisfactory. I am quite sure 
neither this honorable Court nor Mr. 
Shepley desires any injustice whatever 
to the companies, nor do I think the 
newspapermen, as a rule, desire any, 
injustice, but unfortunately some of 
them are unfair in their criticisms and 
in their statements for reasons which 
I could explain if it was desirable to 
do so. 

MR. SHEPLEY: Then there is one 
other matter about the Dominion Coal 
that I ask you about, and I ask about 
it because the Central Canada and the 
Canadian Bank of Commerce was inter- 
ested in that—you have already said 
something with regard to it—that was 
a pool made on the 380th April, 1903? 
A.—yYes, sir, I have read the agree- 
ment you have in your hands. 


Q.—The Home and Foreign Securi- 
ties Company, that is Mr. Ames’ Com- 
panyP A.—Yes. 

Q.—We have been furnished here 
with a copy of the arrangement; 
Messrs. Ames & Co. were the mana- 
agers of the pool, the Central Canada 
was interested to the extent of 15 per 
cent. as you have told us? A.—Yes, 
sir, that is the only interest that we 
had in it, and no further interest in 
it than 15 per cent., that is all the 
Central Canada had. 


Q.—And the Bank of Commerce at 
ten per cent.; that pool wound up on 
the 30th April, 1903? A.—Yes sir. 

Q.—And their transactions amounted 
to a total of one and a half millions— 

MR. MORROW: That was the 
balance. 

MR. SHEPLEY: The transactions 
totalled $2,609,000 odd? A.—You 
understand the Canada Life had no 
interest whatever in that, directly or 
indirectly. 

Copies to be put in of the Ames pool- 
ing arrangement, and the transactions 
of the pool. 

Q.—I think, then, so far as Domin- 
ion Coal is concerned I have not any- 
thing further to ask you except that 
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you should have an opportunity, if I 
am able to give it to you, of havirg 
this document put upon the record. 
When the Canada Life invested in the 
bonds of the Sao Paulo Company you 
had a personal interest in the success 
of that enterprize by virtue of you be- 
ing the owner of certain stock? A. 
—I do not think so, not to any extent ; 
in 1904, I had no interest then beyond 
a mere qualification as a director. 

Q.—You joined in underwriting with 
certain other persons three million of 
bonds, with which came three millions 
of bonus stock? A.—I think that was 
all sold long before 1904. The Canada 
Life had no interest of course in that 
whatever. 

Q.—I am not saying it had, but I 
am saying at the time you purchased, 
when the Canada Life purchased the 
bonds of this company as an investment 
you were a holder of stock in the com- 
pany? A.—TI had a few shares of the 
stock and no bonds. 


Q.—You say: a few shares; I was not 
able to find, and we looked for it very 
earnestly, I was not able to find up to 
that time you disposed of the common 
stock which you got as bonus 


MR. MORROW: Disposed of some, 
not all of it; it might have been in 
Mr. Cox’s name or not? 

WITNESS: We can get that infor- 
mation for you. 


MR. SHEPLEY: In 1901 you got 
half of three millions of bonds, you 
got an equal quantity, that is one and 
a half millions of stock issued to you as 
bonus? -A.—The Canada Life did not 
buy anything til! 1904. 

Q.—I know; all I am doing it for is 
to show for what it is worth, that at 
the time you on behalf of the Canada 
Life invested in the bonds of this com- 
pany you yourself were interested in 
the enterprize as a holder of stock? A. 
—I would like to correct myself. 


Q.—And I should like you to correct 
me if the information we have got from 
the books is wrong? A.—In 1904— 


MR. NESBITT: Mr. Bruce can tell 
you what the facts are. It was de- 
clined twice until it was a going con- 
cern. It was declined in the very early 
days, and then when there was an es- 
tablished market and they would sell 
easy you took them at 87 I think. (The 
last sentence was addressed to Mr. 


Cox.) 


MR. SHEPLEY: If the fact is that 
Mr. Cox’s holding was gone or _ sub- 
stantiatlly gone in 1904 let me know 
it. 
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MR. MORROW: Substantially 
gone; he had no bonds and very little 
stock. 

MR. SHEPLEY: Give me an oppor- 
tunity of verifying that from your 
book. 

WITNESS: I am sure in my own 
mind that is correct. 

MR. SHEPLEY: We have not been 
able to find a trace in the books—it re- 
cords the purchase of the bonds by you 
originally—anything by way of getting 
rid of the common stock. We find you 
got rid of the bonds, but we have not 
found you got rid of the stock. 

MR. MORROW: Mr. Cox was an 
underwriter of the Sao Paulo proposi- 
tion 1900 and 1901, and this amount 
you are speaking of was his proportion 
of the underwriting. Almost immedi- 
ately he gave away a good deal of that 
underwriting to different people, and 
a little later on gradually disposed of 
it with a certain percentage of stock 
bonus, so that by the end of 1901 he 
had no bonds whatever, and a small 
holding of stock. 

Q.—We have not found any trace in 
the book of the disposition of the 
stock: we have found the bonds? 


MR. MORROW: ‘The stock went 
with the bonds, 

Q.—You can show that to us? A.— 

MR. MORROW: I showed it to Mr. 
Edwards on Saturday. 

WITNESS: I just want to say here 
if I may that the Canada Life could 
have had large holdings in the Sao 
Paulo, Mexican and Rio, and these se- 
curities, could have had the under- 
writing and have made very large pro- 
fits, but so careful are the directors of 
the Canada Life and so anxious am I 
to promote it in every way that we 
did not participate in these things, 
while the companies and the individ- 
uals did, myself personally among the 
other,—made large profits out of them. 
I only mention that to show that the 
Canada Life does not participate in 
these things. We did not buy the 
bonds until after the common stock 
was paying a six per cent. dividend; it 
is now eight per cent. I think. I 
only want to make that statement to 
show that the Canada Life has not 
been plunging or speculating. | 

Q.—Now a general question if you 
please, Mr. Cox. In the course of 
the financial transactions which you 
undertook by way of underwriting 
or otherwise from time to time, are 
you, apart from what the market 
may develop, remunerated in any 
way for your financing of these large 
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matters? For instance, take a case 
hke the underwriting of the Sao 
Paulo, you and two others undertook 
a very large underwriting there? A. 
— Yes, sir. 

Q.—Do you get any advantage in 
respect of that undertaking beyond 
what the terms in the market will 
give? A.—Take our share of the 
underwriting; it is in that. 

.—It is in your share of the un- 
derwriting? A.—yYes. 

Q.—There is nothing in the way of 
commission or other advantage be- 
yond that? A.—There may be tran- 
sactions in which for guaranteeing a 
loan, for instance, half a dozen or a 
dozen people would get a commis- 
sion for doing it. 


Q—There are transactions of that 
sort? A.—I think there have been 
some transactions of that kind, where 
there was very heavy responsibility 
taken, and where the money could 
not be borrowed upon these new se- 
curities alone without guarantee, 
then a commission would be paid for 
guaranteeing them. 


Q.—That was so, I think, in the 
case of the Sao Paulo underwriting ? 
A.—Yes, that is the only transactionn 
I recall. There may have been others 
but that is the only one I recall. In 
the early stages of that project it was 
not known, a foreign security, and 
any transactions that were made had 
to be got upon the personal guaran- 
tee of the chief promoters of the com- 
pany. But there are none of these 
cases in which the Canada Life lent 
any money at all. 


Q.—Although there may be, perhaps, 
cases in which the Canala Life has 
ptyrchased the securities with the 
guarantee? A.—The Canada _ Life 
has not purchased any stock of the 
Sao Paulo at any time, nor made any 
loans on it. They purchased a block 
of the bonds in 1904. 


Q.—After the road got upon its 
feet and the common stock was pay- 
ing dividendsP A.—Yes, sir, the 
Canada Life never owned any of these 
securities after that, and then when 
the’ most conservative investors in 
the country were buying bonds at 
that time and they paid a handsome 
return upon the price at which we 
purchased them, the Board were 
unanimous in thinking it was a good 
investment, and they think so yet, 
but the Insurance Department took 
exception to them and in deference 
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to their opinion we sold them. Sold 
them at a profit. 

Q.—Then I pass now to a quite 
different subject, with regard to the 
salaries, commissions and expenses of 
these various agencies and of the 
various officers. You have told me 
something about your own arrange- 
ments with the company prior and up 
to the time you came and after you 
got to Toronto, with the Eastern On- 
tario Branch? A.—Yes. 

Q.—Had you up to the time you 
turned that over and went upon the 
Board any other remuneration than 
the profits of your agency? A.—I 
don’t think so. No, sir. 

Q.—From the Canada Life, I 
mean? A.—No. 

Q.—I have been furnished with 
this as a statement of the net com- 
missions in respect of the Eastern 
Ontario Branch, commencing with 
1890 and running out to 1905? A.— 
Yes, that is for the year 1890 down 
to 1905. 


Q.—The smallest year seems. to 
have been 1895, when the net com- 
missions were $13,593 and the larg- 
est year seems to have been 1904, 
when the net commissions were $19,- 
695.25. There is one smaller year, 
1901. I will run down the thousands: 
TAS OIA balou, 14, 15415, 
16, 12, 18) 14, 19, 19? A—The ques- 
tion that you "asked me a few minutes 
ago, as to whether I had any other 
remuneration, I perhaps misunder- 
stood you. I should state that the 
State of Michigan was a part of the 
Eastern Ontario field. 


Q.—And that was dealt with sepa- 
rately? A.—Yes, separate accounts 
were kept, but it was the same. The 
correspondence and minutes will show 
that in about 1890 or somewheres along 
there—1890 Mr. Watts tells me— 
Michigan was added to the Eastern 
Ontario branch. The minutes and cor- 
respondence with Mr. Ramsay will 
show that. 

Q.—Then the Michigan branch is 


produced to me also and from 1890 to - 


1895 inclusive the entry opposite is 
‘No profits’? ? A.—Yes. 

Q.—What does that mean? A.— 
That means that with Mr. Ramsay’s 
consent and concurrence, the then 
manager of the Michigan branch was 
not doing any business, and with 
Mr. Ramsay’s consent JI purchased 
from him his interest in the contract. 
In other words he resigned in my 
favor and I took up his appointment 
and for that I paid him, I think it 
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was $4,500. It was somewhere about 
that. Now that amount went to the 
debit of the branch and all the pro- 
fits arising from the branch during 
these years went to wipe out that 
debit. Have I made myself clear? 


Q.—I think you have. _A.—yYou 
see, the Michigan branch started 
with a debit. 


Q.—In 1890 I think you took it 
over? A.—Yes, and I paid to Mr. 
Holmes, the then manager of the 
branch, about $5,000. It may have 
been $4,500. That was charged to 
the branch and each year any profit 
accruing from it was applied in re- 
duction of that $5,000. 


Q.—By 1896 you had overcome that 
and goti.-a > smalla profit? iA On 
$864.13. In 1897 it was $1,412.66. 
It went up to $3,394 in 1898, and in 
1899 it went up to $2,350. In 1900 to 
$4,407. In 1901 it went down to 
$1,785.75. In 1902 to $2,554.02. In 
1903 it was $760.78. In 1904 it was 
$1,917.04 and in 1905 it became a 
debit of $578.81. Because of the 
greater expense incurred in the man- 
agement, we insist upon getting a 
certain amount of business from the 
Eastern Ontario managers, and the 
moré business they get the less’ pro- 
fits they get. 


Q.—Then with respect to the Michi- 
gan branch, its history seems to have 
been that Mr. Holmes was appointed 
in 1889 at a certain amount to cover 
salaries, travelling and other’ ex- 
penses, of $3, 500 per year, and cer- 
tain commissions, and then in 1890 
you replaced him, arranging that he 
should be paid a certain sum of 
money? A.—Yes. 


Q.—And then during the earlier 
years of your replacing him you have 
carried out no profit because any 
profits that were made were applied 
in getting rid of the Holmes debt? 
A.—Yes. 

Q.—Since that time the profits that 
appear here, in order to arrive at 
your total earnings of the branch, 
should be added to the figures that 
appear under the head Eastern On- 
tario? A.—Yes. 


Q.—Then you have told me_ that 
when you went upon the Board in 
1892 you and your eldest son still 
remained the owners in partnership 
of this business? A.—yYes. 

Q.—Then there was a time when 
your son was put in training for as- 
sistant General Manager? A.—Yes, 
when he became Assistant General. 
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Q.—When was that? A.—I think 
it was 1899. 

Q.—We had the resolution read this 
morning. A.—I don’t know what you 
mean by ‘‘put in training’’ for it. He 
was appointed. 

Q.—Somebody told me he was. A. 
—You read from the minutes this 
morning the date of his appointment 
as Assistant General Manager. That 
was at the end if I remember rightly, 
or about the end of 1899. The Ist of 
July, 1899, I am told. 

Q.—The first year during which he 
was Assistant General Manager seems 
to have been 1900 according to the 
minutes this morning and he was ap- 
pointed at a salary of $6,000? <A.— 
Assistant General Manager at a salary 
of $6,000. 

Q.—That was the year you became 
President, 1900? A.—Yes. 

Q.—Up to the time that he took the 
position of Assistant General Mana- 
ger, had he been in receipt of any- 
thing except his share of the net com- 
missions of the branch? A.—No. 

Q.—Those had been divided between 
yourself and him? A.—Yes. 

Q.—One question about this state- 
ment. It is so arranged as to give 
first agents commissions, that is sub- 
agents commissions, salaries and ad- 
vances; these are all out-goes; travel- 
ling expenses, rent and taxes, tele- 
phone rent, insurance journals, adver- 
tising, guarantee premiums, and then 
that is a total of the disbursements 
out of your total premiums? A.— 
Yes. 

Q.—And the other column gives the 
net? <A.—Yes. 

Q.—There are two or three of these 
items I want to ask you about. Take 
salaries and advances. I can under- 
stand salaries, but what are advances? 
A.—Advances to agents. Sometimes 
an agent in place of getting a salary 
gets a commission and we make a cer- 
tain advance to him to be repaid from 
his commissions. In place of saying 
to a man, we give you $2,000 salary, 
we say, we will advance you $2,000 
salary and any commissions you earn 
will be applied not in reduction of that 
but if your commissions are anything 
more than the $2,000 you will get the 
balance. 

Q.—Does he keep the $2,000 if he 
only earns say $1,000? A.—Practically 
he does. It remains as a_ liability 
against him if he does not earn it 
but practically he had already got it 
and the chances are we would not—— 

Q.—What I mean is this, to the ex- 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


tent to which this is composed of ad- 
vances in this way it is in a sense an 
asset? A.—It would be, yes, it would 
be a claim against the agent. 

Q.—Something that you would have 
a right to make him pay back? A.— 
If you could. 

Q.—If you could get it it would be 
added to your net commissions? A.— 
Yes, but generally the balance is the 
other way, that the advance is more 
than the commission. It occasionally 
happens that a successful agent will 
earn more than has been advanced to 
him and then he gets the balance, but 
as a rule it becomes a loss, we have to 
write it off. 

Q.—There is another thing about 
thig that I want to ask your explana- 
tion of. Nearly all of the items of 
these combined salaries and advances 
end with 66 cents. What is the reason 
for that? 

MR. WATT: They are aliquot parts 
of $100. 

MR. SHEPLEY: Then insurance 
journals, what is that? A.—They are 
like the Monetary Times, and several 
American journals, several Insurance 
Journals in Canada that we take for 
the information of the agents. 

Q.—Then besides that charge for a 
branch like this, I suppose there is a 
very considerable charge for that at 
head office besides? A.—Yes. 

Q.—Then take the next item, adver- 
tising. That would be only advertising 
in connection with your own branch? 
A.—Yes. 

Q.—Besides that of course there is 
as we all know a large account for ad- 
vertising in connection with head 
ofice? A.—Yes, a very considerable 
expenditure in that connection. Pub- 
lication of the reports and the neces- 
sary amount of advertising. 

Q.—I will put these documents in as 
one. (Exhibit 190. Analysis of the 
Eastern Ontario Branch Commissions 
for 1905.) In connection with the head 
office, do you advertise very exten- 
sively in magazines and periodical pub- 
lications and newspapers? A.—We 
advertise pretty extensively in news- 
papers but not very extensively I think 
in periodicals. 

Q.—I notice that some insurance 
companies advertise very extensively 
in periodicals. You say it has not been 
your custom to do that? A.—No, it 
has not been our custom to do that. 

Q.—What is the nature of the adver- 
tisements you put in the newspapers 
A.—We publish our annual reports 
and our Government reports and a 
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number of things that we are advertis- 
ing, and we advertise our business fre- 
quently. 

Q.—One does not want to be too 
innocent, but do you tell us that when 
you have an important public meeting 
and it appears in our newspapers the 
next day, that that is paid for as an 
advertisement? A.—Yes sir always. 


Q.—That is not printed as a matter 
of public news? A.—No sir we always 
have to pay for it. 

Q.—Perhaps you are not paying for 
the reports of this commission in the 
newspapers? A.—I don’t know whe- 
ther we are or not. 

Q.—What Government Reports do 
you publish? A.—For instance you 
will perhaps remember one very im- 
portant Government report we had; 
the examination of our company by 
the State of Michigan. We 
had a very exhaustive ex- 
amination. The officers of the State 
spent several weeks in going very ex- 
haustively through our business, and 
it was at our request, because we have 
a large number of policyholders in the 
State of Michigan and in others of the 
American States, and we were anxious 
while the investigation was going on 
in New York to have a very thorough 
and exhaustive examination of our 
company, and have it published not 
only for the benefit of our policyholders 
in the United States, but also pub- 
lished in Canada for the benefit and 
the satisfaction of our policyholders 
here. We published that quite fully in 
many of our Canadian papers through- 
out the country. 

Q.—That, without a close analysis 
of it must be rather expensive when 


you have a large meeting or a large | 


Government report? A.—It is an im- 
portant item, but we get a contract 
with our papers I think at about 6 
cents a line. 

MR. WATT: It ranges from 6 to 
15 cents according to the different 
papers. 

MR. COX: What I had in my mind 
at the moment is, that We had a con- 
tract with the Toronto World for pub- 
lishing matter of that kind at 6 cents 
a line. 

Q.—You say that you had contracts 
at that amount? A.—Yes, when it 
came to the publication of this report 


gan report? A.—Yes, that paper re- 
fused to publish it at 6 cents a line 
and demanded 25 cents. 


Q.—Are you speaking of the Michi- 
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Q.—The World knew a good thing 
when it saw it? A.—Which we re- 
fused to pay. Now this was all done 
by the advertising manager. I had 
nothing whatever to do with it. 

Q.—You are giving the statement 
as it was reported to you? A.—I am 
speaking now as it was reported to 
me. And the fact that he did not 
pay that 25 cents may possibly explain 
why that commission is going on. 

MR. NESBITT: WII you say, Sena- 
tor, Just how long after the refusal 
the first attack was made? A.—I 
think it was the following day. 

MR. SHEPLEY: You say the criti- 

cism followed upon the non-publica- 
tion of your report? A.—Yes. Un- 
fortunately, although not responsible 
for the matter at all, I have been 
standing the fire ever since. 

Q.—Perhaps 25 cents a line is not 


‘ too muchP A.—Perhaps not. 


ai OU say at all events you had 
a contract in the particular instance 
at 6 cents? A.—Yes. 


Q.—Even at that it runs to a good 
deal of money? A.—It comes to quite 
an important item, vur advertising 
and printing. 

Q.—Is that sort of publication es- 
sential to the successful pursuit of 
your operations in your view? A.—I 
think it helps it, giving publicity to 
the business. We think that it does. 
All companies I think spend about the 
same amount of money, about the same 
percentage. 

Q.—Then following up this state- 
ment. The travelling expenses I want- 
ed to ask about. Is that the travel- 
ling expenses of the branch or the 
sub-agents? A.—If you are using the 
figures there, yes sir, that would be 
the branch. 

Q.—The travelling expenses of your- 
self, your son and your central staff? 
A.—The staff of the branch, yes. 


Q.—That does not include travelling 
expenses of sub-agents? A.—In some 
cases, yes. In most of the cases I 
think it does. Many of the general 
agents where they havea a field to 
cover of one or two counties, their 
travelling expenses are paid by the 
branch. IT should say that there are 
no items in that for my travelling 
expenses. 

h Q.—Not for 1905 at all events? This 
is Just a typical one; I want to get 
the general principles. 

MR. HELLMUTH: What I desired 
to ask was whether this total of 19 
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was left over after paying the whole 
expenses of the staff? A.—yYes, after 
paying everything. The gross com- 
missions for the branch were $79,- 
537.42, out of which was paid $60,- 
220.04. 

MR. SHEPLEY: Then Mr. Cox, 
when you became president you at 
once took the salary of $20,000 a year? 
A.—yYes sir, as president and general 
manager. 

Q.—And I think in some instances 
you got some small directors’ fees be- 
sides, or did you? A.—I am not sure 
as to that. 

Q.—I thought I saw it in one of 
the statements? A.—Mr. Watt tells 
me there was one case where $100 was 
paid to me and I did not know it. It 
was sent to my private account and 
T was not aware of it. The understand- 
ing was that I should not have any 
director’s fees as president and gen- 
eral manager and I have not had them 
with the exception of that $100, which 
I only discovered when we were pre- 


paring the documents for this investi-. 


gation and I thought it better to leave 
it there until it was over than to have 
the entry reversed, but when it is 
_ over, now that I have had an oppor- 
tunity of explaining it, it will go back 
because I am not entitled to it. 

Q.—Then during that year, as as- 
sistant general manager, Mr. E. W. 
wae was getting $6,000 a year? A.— 

es 

Q.—Now neither of you, as I un- 
derstand it, were sharing in the com- 
missions of the Eastern Ontario branch 
or the Michigan branch, after your 
election as president and his appoint- 
ment as assistant general manager? 
A.—That is correct, yes. My second 
son, or my third son. 


Q.—And I gather from the accounts 
you have presented to me that there 
has been no amelioration of those ac- 
counts in favor of the company since 
then P A.—No. 

Q.—They remain upon the same 
basis? | A.—Yea. 

Q.—What arrancement was made? 
A.—My son, Mr. H. C. Cox, was ap- 
pointed manager and succeeded and 
that was done with the concurrence of 
every person. 

Q.—Was there any transaction be- 
tween yourself and Mr. E. W. Cox 
about that? A.—I purchased from 
Mr. E. W. Cox when he became as- 
sistant general manager one-half of 
his interest. We were equal part- 
ners. 


Canada Life. (Hon. G. A. Cox, Ex’d.) 


Q.—His half interest in the business 
of the branch? A.—Yes. 

Q.—In the commissions of the 
branch? <A.—yYes, and for that I 
paid him $40,000. 

Q.—Then it all belonged to you 
apparently and what did you do with 
it? A.—I handed it over to my son, 


“Myr, Fe’ Cy Cox. 


Q.—Did you sell it or give it to 
him? A.—I gave it to him. 

Q.—Now his position prior to that 
was what? Because I have a little 
different date for him as commencing 
to have an interest? A.—His inter- 
est commenced when he first went 
into the office as a typewriter I think 
some years before, in 1895. 


Q.—I mean his interest in these 
commissions. A little card has been 
given me here in respect of your son, 
H. C. Cox, which puts him in De- 
cember, 1898, a year earlier than we 
are talking about, in possession of 
half the net commissions. From the 
end of 1898, that would be for the 
year 1899, your son E. W. Cox was— 
I use the word—in training for man- 
ager, he was attending to the Ham- 
ilton office? A.—He was appointed 
assistant general manager. 

Q.—That was in 1900, when you 
were appointed president. What Mr. 
Watt tells me is that in December, 
1898, your son H. C. Cox came into 
possession of a right to receive half 
the commissions? A.—I have not got 
these dates quite clear in my mind, 
but I have no doubt the records will 
show them. I have always regarded 
the good-will of that business as an 
asset of my own to deal with as I 
thought proper. While there is no 
written contract of that kind with any 
of our representatives, still that is a 
well recognized fact. For instance, 
our Montreal manager, in the same 
position as I was in Eastern Ontario, 
retired from the compiany ‘upon a 
payment of $5,000 a year. He was 
78:-years of age I think, and retired 
upon a payment of $5,000 a year and 
a certain amount to be paid to his 
family at his death. He is still liv- 
ing and drawing the $5,000. We 
have had other instances of the same 
kind. For instance, our manager for 
Winnipeg had a field from Port Ar- 
thur to British Columbia and we have 
from time to time taken places off 
his branch and divided up the terri- 
tory, and wherever he surrendered, 
for instance first the Province of 
British Columbia, we paid him a 
certain amount for the cancellation of 
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his claim upon the commissions in 
that, and so on down until now his 
field is Manitoba. I think there have 
been four new branches. Then Mr. 
Ramsay, after a service of 40 years 
in the company, retired upon an an- 
nuity. 


Q.—Then I see that in 1895 your 
son H. C. Cox was getting $40 a 
month? <A.—Yes, sir. 


Q.—Which was charged to you, for 
four months. After that he went 
into the head office, where he got the 
same salary for two years, or rather 
for two years the head office paid him 
the $40 a month; in 1897 he got $50 a 
month; in 1898 he got $54.60 a month 
and then in December, 1898 he ac- 
quired the half-interest in this large 
sum for commissions? A.—Yes. 


Q.—Then the net result of your tak- 
ing office as president and your son 
as general manager, both of you hav- 
ing been remunerated by commissions 
altogether in the past, was to add to 
what was received by yourself and your 
family those two sums, $26,000 to 
what you had been previously earn- 
ing from the company? A.—Yes, but 
general manager before? A.—Then 
we took up the additional duties. 


Q.—Yes, you took up the duty of 
president and he of assistant general 
manager. Who had _ beef assistant 
general manager before? A.—There 
had been no assistant general man- 
ager before. 

Q.—Do you remember what Mr. 
Ranmsay had been receiving as gen- 
eral manager and president A.—He 
had been receiving $20,000. 


Q.—What did he receive after your 
son commenced to be paid? A.— 
$20,000. 

Q.—And then when he retired, he 
retired with an annuity? A.—With 
$12,000 a year. 

Q.—For life? A.—Yes. 

Q.—Then your salary for 1901 was 
again $20.000 and since that it has 
been $15,000? A.—My salary was 
made $20,000 when I was made presi- 
dent and general manager, with the 
understanding that that amount would 
be divided between myself and the 
assistant general manager in any way 
that we decided between ourselves, and 
$5,000 came off my salary and went 
on his salary, which had in the mean- 


time been increased to $7,500; with | 


the $5,000 of my salary he got $12,- 
500 and I got $15,000, which made 
$27,500 for the president and general 
manager, and the assistant general 
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manager, an increase of $7,500 more 
than Mr. Ramsay was getting for the 
same work, but in the meantime the 
work had very largely increased and 
the business of the company had been 
very much extended. 

Q.—Then in 1903 your son was 
raised to $15,000? A.—Yes. 

Q.—He received that during 1903 
and 1904 and in 1905 he was raised to 
$20.000P A.—Yes. 

Q.—You were still receiving $16,- 
000P A.—Yes. 

(Statement of salaries paid to Pre- 


sident and General Manager, etc., 
filed as Exhibit 191.) 


(At 4.45 adjourned to 10.30 on Tues- 
day the 5th day of June, 1906.) 


THIRTY-FIFTH DAY. 
MORNING SESSION. 
Toronto, Tuesday, June 5th, 1906. 


Examination of Hon. George A. Cox 
continued : 


MR. SHEPLEY: Q.—yYou have 
handed me a statement which you de- 
sire to make about something you said 
yesterday ; there can be no objection to 
your making it that I can see at all? 
A.—In connection with my evidence 
yesterday afternoon wherein I referred 
to Mr. Bradshaw’s financial condition, 
in justice to Mr. Bradshaw I desire to 
state that my allusion to him had no 
foundation other than the fact that I 
had Mr. Ames’ position in my mind, 
and as he and Mr. Bradshaw were 
jointly interested in the agreement, I, 
without thinking, made the reference 
to Mr. Bradshaw. I want to make this 
in justice to Mr. Bradshaw. 


Q.—As I understand you do not 
intend to modify what you said yester- 
day with regard to the motives which 
influenced you in dealing  gener- 
ously with Mr. Ames and Mr. 
Bradshaw? ' A.~—Yeés, ‘sir,’ jthats is 
quite correct. JI had already pur- 
chased Mr. Ames’ interest, and 
so it could not. have beenfor the 
purpose of getting control. I already 
had that. Mr. Bradshaw, I may say, 
is a very valuable officer, stands very 
high in his profession, and T was very 
anxious to retain his services and the 
amount that was paid to him in excess 
of what he paid for his stock averaged 
over the ten years’ service he has given 
to the company at such a low salary as 
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a new company would have been able 
to pay, would only make a fair average 
through the whole term. 

Q.—So that you were not personally 
responsible for his salary, it was the 
company that was responsible for that? 
A.—I was not responsible, but a new 
company could not afford to pay a sal- 
ary that a man with his qualifications 
should have. 

Q.—We were discussing last night 
the question of salaries and commis- 
sions, and I was about to ask you when 
the time came for adjournment, 
whether there is any personal interest 
in you or any of your family in respect 
of the branch agencies or any of them? 
A.—There is none now, whatever, other 
than the manager of the Eastern On- 
tario Branch, but with reference to 
that at first I told you yesterday that 
I paid to my eldest son who retired 
from that position $40,000 out of my 
own pocket, and that I gave that to 
hand that business over to my younger 
son, who is now the manager of that 
branch. That was upon condition that 
for a time he divide that commission 
with his mother, which he did up to the 
time of her death in 1905. That is the 
only case, and as I say I regard that 
as my property. 

Q.—You regarded -that as a vested 
interest? A.—Yes. 

Q.—There is an agency as to which 
we have been furnished with some in- 
formation, and I must therefore ask 
you about it, the Ottawa Agency? A. 
—Yes, sir, I. can explain that. 

Q.—Tell me about it? A.—Mr. Hay- 
cock, who is the manager of that 
branch, and who has_ been for very 
many years, on the same conditions as 
other officers of the same nature, near- 
ly ten years ago got, I fancy, behind 
in his finances—I do not want to say 
this to do him any injury, but at any 
rate he made an arrangement with a 
Mr. Brophy of Ottawa whereby he got 
from him a loan of nine or ten thou- 
sand dollars, and agreed to give him a 
one-half interest in his total earnings. 

Q.—That is the earnings of the local 
branchP A.—Yes. 

Q.—That would be in the commis- 
sions? A.—Well, his total earnings, 
because he has some fire agencies and 
loaning agencies and so on. He had 
gone on doing that without reporting 
it to the company, and without me 
knowing anything of ‘t for about three 
years, and then Mr. Brophy, I think, 
wanted some acknowledgment from the 
company that he was really a joint 
agent there, and when Mr. Haycock 
spoke to me about it I said it was quite 
impossible to permit a transaction of 
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that kind. Mr. Brophy was not a per- 
son who was giving any service to the 
company or of any advantage to the 
agency, and I said If you want a part- 
ner you must. get some person that will 
be satisfactory to the company, and 
will assist you in your business. How- 
ever, he had obtained his money from 
Mr. Brophy and he was in a very awk- 
ward position, and I advised him to 
organize a company which he would 
call R. H. Haycock & Son, Limited, 
and make the capitalization $40,000. 
We took $20,000 of the stock of this 
capitalized company of $40,000, put it 
in the Bank of Commerce and _bor- 
rowed on it on my guarantee $15,000 
for the purpose of re-paying Mr. Bro- 
phy and assisting Mr. Haycock with 
some further money which he really re- 
quired at the time. One half of the 
commissions went to Mr. Haycock di- 
rectly and the other half went to the 
reduction of that $15,000 advanced 
from the Bank of Commerce. That 
went on until perhaps—— 

Q.—The $15,000 you say was ad- 
vanced? A.—Yes, to pay Mr. Brophy 
and to provide Mr. Haycock with some 
additional funds. It went on for some 
four or five years and was gradually 
reduced to about eight or nine thou- 
sand dollars. Again Mr. Haycock found 
it necessary to get some further assist- 
ance, and the amount was transferred 
here and again put up to $15,000 and 
the balance given to him to take it up 
to that, and that same process is going 
on, and the loan now stands or what- 
ever you like to call it, at $9,000, and 
if that loan was paid off Mr. Haycock 
would have the whole of his stock and 
the whole of his business. 

Q.—What you say is the form the 
transaction took was that half the 
stock was subscribed for and pledged 
for the loan? A.—Yes, sir. 

Q.—And that stock stands there 
as a security until he pays whatever is 
due upon the loan? A.—Yes, and 
then it goes back to him. 

Q.—Otherwise than in the way you 
have stated have you any interest in 
the commissions of that branch? A. 
—No sir, none whatever or in any 
other branch. Mr. Watt draws my 
attention to the fact that I have | 
spoken of it as though it was the 
company that did this; it was the 
Eastern Ontario Branch, and the loan 
from the Bank of Commerce was 
upon my .personal guarantee. I 
wrote a letter to the Manager of the 
Bank guaranteeing the payment of 
renee 

Q.—That. is the way I have been 
treating it, as a matter of your own 
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rather than a matter of the Canada 
Life? A.—That is quite correct. 

Q.—And that is manifestly the 
object with which the question was 
put to you? A,—Yes sir. 

Q.—Is there any other local branch 
in which in any shape or form you 
or any member of your family has 
any interest in the commission? A. 
—No sir, there is the Peterboro 
branch, which is one of the branches 
of the Eastern Ontario Branch, and 
they report the same as Belleville or 
Brockville or Ottawa or any other 
place, to Toronto. 

Q.—Do you get any toll out of the 
revenues of that local branch at 
Peterboro? A.—No, I do not. There 
is a nephew of mine there gets $50 a 
month and commission. 

Q.—That is paid out of the local— 
A.—Just the same as any other local 
agent of the Eastern Ontario Branch. 
There is another nephew of mine at 
a salary of $1,200, I think it is in 
the Ohio branch at Cleveland. Those 
are the only members of the Cox 
family that I know of. 

Q.—Outside of your sons? A.— 
Outside of my sons, those that have 
been already mentioned. 

Q.—Then there was for a time a 
company in connection with the East- 
ern Ontario Branch? A.—Yes sir. 

Q.—Will you be good enough to 
tell us about that? A.—The idea and 
object I had in doing that was, a 
Mr. Bailey, who was for some years 
connected with the company, a bright, 
capable young man, who had been 
the accountant in the Detroit office, 
came here to join my son in the 
eastern Ontario branch, and I advised 

Q.—When you say your son you 
mean your son H. C. Cox? A.—Yes. 
I advised the formation of a company 
called Cox & Bailey so as to give him 
a better standing with the agents and 
others whom he would visit. We 
started, I think, his salary at $4,000 
a year paid by the branch, and my 
intention was if he had remained that 
he would become a partner in the 
business, not to the extent of a full 
half, but to the extent of such pro- 
portion as we would feel warranted in 
giving him, and that might be in- 
creased from time to time as_ the 
business increased and as his_ ser- 
vices became more valuable. His 
brother who had been an officer in the 
Central Canada Loan Company for 
some years retired from that position 
and started a bond business, and his 
brother J. W. Bailey who was in the 
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Canada Life joined him, and he went 
out, and consequently the organiza- 
tion was not kept up, but went direct- 
ly to the present manager H. C. Cox. 

Q.—Then, as I understand you to 
say with regard to that, while there 
was in form and in fact a company 
yet he had not any interest in the 
capital stock of that company but was 
there upon a salary? A.—Yes sir. 

Q.—I suppose he had some shares? 
A.—He had some shares, qualifying 
shares, and he would have had by this 
time or very soon after he left—he 
knew that too, but he had a more 
attractive field in the other business 
and he left— | 

Q.—Upon making enquiries it seems 
we were not quite accurate yester- 
day in taking it for granted that you 
had got rid of the Sao Paulo stock 
at the time of the loan made by the 
Canada Life Company upon Sao 
Paulo? A.—The papers made a mis- 
take in calling it stock in the place of 
bonds; speak of it as bonds, because 
it was bonds. 

Q.—And I should have said pur- 
chase instead of loan? A.—Will you 
allow Mr. Morrow to answer? 

MR. SHEPLEY: Yes. 

The following answers are given by 
Mr. Morrow until a change is indi- 
cated : —. 

MR. MORROW: Mr. Cox was one 
of the underwriters of the Sao Paulo 
Company when it was formed in 1899 
and 1900. 

Q.—Who were the other underwrit- 
ers? A.—I could not say offhand. 

Q.—The Central Canada and Mr. 
Wood, I understand? A.—No, no; 
William Mackenzie and all the people 
interested in the Sao Paulo Company. 

Q.—That was subsequent? A.—Mr. 
Cox’s underwriting, it was all taken in 
his name, but it was divided up with 
Mr. Wood and the Central Canada and 
various other people in the usual way. 
Mr. Cox’s underwriting was reduced to 
a comparatively small amount almost 
immediately. The balance of his bonds 
were sold with a stock bonus equiva- 
lent to the market price at that time, 
and just in the ordinary way, so that 
by the end 

Q.—The original bond issue was five 
millions of dollars? A.—yYes. 

Q.—Of which the underwriting was 
ony applicable to three millionsP A. 
—Yes. 

Q.—There were three millions of 
bonds, and stock to an equivalent 
amountP A.—Yes. 

Q.—That was the subject of the 
underwriting? A.—yYes. 
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Q.—Mr. Cox disposed of his bonds 
and some of-the stock? A.—Yes. 

Q.—Did he dispose of all the bonds 
that fell to him in the underwriting? 
A.—He disposed of all his bonds by the 
end of 1900, and the balance of his 
stock which he had left over as stock 
bonus, because you see he did not sell 
it all on the ground-floor basis, he dis- 
posed of it by May, 1902. 

Q.—All the stock was gone by that 
time? A.—Yes, except a_ sufficient 
number of shares to qualify him. 

Q.—That is, he retained how many 
sharesP A.—I don’t know off-hand, 
probably one or two hundred, but the 
balance, which was quite a_ large 
amount, were disposed of in 1902, so 
that both all his bonds and all his stock 
were sold and disposed of two or three 
years prior to the Canada Life’s pur- 
chase. 

Q.—Tell me what was done with re- 
spect to the remaining two millions of 
bonds; there was underwriting about 
that, too, was not there? A.—Yes, it 
is quite a long story; the Canada Life 
or Central Canada had nothing to do 
with that in a sense. 

Q.—Mr. Cox hadP A.—wWell, no; 
Mr. Cox was one of the guarantors of 
a loan negotiated through the Nation- 
al Trust Company as trustees. 

Q.—That is what I want you to tell 
me about; there were two millions of 
bonds capable of being issued? A.— 
Yes, and the Sao Paulo Company 
found that the three millions which 
they had underwritten would not be 
sufficient for their purpose, they were 
overdrawn in the bank, and they want- 
ed to get a loan of a million dollars. 
They went to the National Trust Com- 
pany and asked them if they would ne- 
gotiate a loan on behalf of the Sao 
Paulo Company, in which capacity the 


National Trust were only acting as - 


Trustees. They arranged a loan of a 
million dollars on two _ millions of 
bonds, with the additional guarantee 
of the original promoters of the Sao 
Paulo Company. 

Q.—Who was the ostensible guaran- 
tor to the lender—the National Trust 
Company? A.—Yes; all those docu- 
ments you have in your possession. 

Q.—Who were the guarantors be- 
hind the National Trust Company— 
was Mr. Cox one of them? A.—Yes, 
sir, William Mackenzie and all those 
who were the original promoters and 
largely interested in the Sao Paulo 
Company. 

. Q.—About that loan guaranteed by 
the National Trust Company which 
had these gentlemen behind it, was 
that loan out of existence, had that 
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been paid off or not before the purchase 
of the bonds by the Canada Life? A. 
—All paid off. 

Q.—Before the purchase by the Can- 
ada Life? A.—Yes. 

Q.—You say that is soP A.—Yes. 

Q.—Have you-—- A.—There is a 
document there that will show that. 

‘ Q.—What was the source out of 
which that loan guaranteed by the Na- 
tional Trust Company was put off, was 
it paid off by the proceeds of 
other loans? A.—It was paid off 
partly by the surplus earnings of the. 
Sao Paulo Company, which was doing 
a good business at the time, and partly 
by the sale of their securities at a 
later date when they could receive 
more for their securities; it was 
thought it would not be good business 
for the Sao Paulo Company to sell their 
bonds at the early date when the loan 
was first made, for the simple reason 
that there was not much market for 
them, especially without stock, and 
later on they sold them at a good price. 

Q.—Give me the date of the loan 
that was guaranteed in the first place 
by the National Trust Company? A.— 
If you like. I will read this paper. 

Q.—No, tell me the date? A.—The 
end of December, 1900; that was the 
first loan of a million dollars. 

Q.—That was December, 1900? A. 
—Yes. 

Q.—That was the loan guaranteed 
by the National Trust Company? A.— 
Yes, sir. ! 

Q.—You say that was all paid off in 
the first place by the date 1904? A.— 
Yes, sir. 

Q.—It was partly paid out of surplus 
earnings of the road itself? A.—Yes. 

Q.—And partly paid out of the pro- 
ceeds of the sales of these two millions 
of bondsP A.—Yes. 

Q.—And out of these two millions of 
bonds the Canada Life became the pur- 
chaser of the amount we are speaking 
about? A.—Not at that time, they 
became the purchaser of part of those 
two millions of bonds in 1904 in the 
ordinary way. The Sao Paulo Com- 
pany sold some of those bonds to vari- 
ous brokers, and the Dominion Securi- 
ties was a purchaser of part of those, 
the Dominion Securities purchased, I 
think, half a million of them in Au- 
gust, 1904, and the Canada Life pur- 
chased most of their bonds during 1904, 
in fact purchased all their two hun- 
dred and fifty thousand later on in 
1904, that is four years after the first 
transaction. and: just before the bonds 
and stocks were listed on the London 
Exchange. After that the bonds went 
up to 95. 
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Q.—I take it from what you have 
told me, Mr. Morrow, that the final 
payment of all that was due in respect 
of loans upon these bonds did not take 
place till the Dominion Securities 
Company stepped in and did what you 
have told us was done? A.—lI think 
that loan had been paid off about a 
year before that, but the Sao Paulo 
Company— 

Q.—Just find out how it is before 
putting it? A.—The first loan was for 
a million dollars and ran for a year; 
the second renewal was for $750,000, 
$250,000 of which was paid off. The 
first loan matured in December, 1901, 
the second loan was made for $750,000 
and matured 3lst December, 1902, and 
in 1903 the loan was reduced to $500,- 
000, and the following year was paid 
off 


Q.—In 1903 the loan was reduced to 
$500,000? A.—Yes. 

Q.—And that is what was paid by 
the Dominion Securities Company? A. 
—No, it was reduced to $500,000 no 
doubt from the earnings of the Sao 
Paulo, and the balance, $500,000, 
was no doubt paid off by various 
sales made of the bonds of the Sao 
Paulo either to the Dominion Secur- 
ities or other brokers. 


Q.—-And the inference is the trans-_ 


action of the Dominion Securities 
Company was necessary for the pur- 
pose of cleaning up that loan? A.— 
No, I would not say that; I would 
say it was necessary, the sale of the 
bonds to the Dominion Securities or 
anybody else. 

Q.—As a matter of fact the Domin- 
ion Securities got $500,000 of them? 
A.—Yes. 

Q.—Out of which the Canada Life 
purchase was made? A.—yYes. I would 
like to say as far as the sale to the 
Canada Life was concerned they got 
those bonds at a slightly reduced price, 
and were very anxious to get them. We 
knew these bonds were going to be 
listed in London. 

Q.—We have heard that before? 
A.—Very well. 

The following answers are given by 
Hr. Cox until a change is indicated: 

Q.—This is a statement which I de- 
sire to put in, which is furnished by 
your company; it is an illustration 
of the growth of funds; I just want 
you to verify it; you can ask Mr. 
Sanderson if that is authentic? A.— 
Yes. 

Statement illustrating growth of 
funds referred to filed as Exhibit 192. 

Q.—Mr. Sanderson has given me 
this morning, and I am not going to 
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‘question you about that, I am_ re- 


serving the questions for him, a mem- 
orandum on the change of the re- 
serve basis, just authenticate that and 
put it in for the present? A.—Yes. 

Memorandum re change of reserve 
basis marked as Exhibit 193. 

Q.—There are some accounts which 
1 desire to make enquiry into, and I 
understand that Mr. Sanderson can 
tell me more about those than you 
can, if so I want to have you say so 
and then I will reserve it, the capital 
reserve fund, investment reserve 
account and the contingent accout? 
A.—Mr. Sanderson can give you that 
more correctly than I can. 

Q.—Then with regard to the state- 
ment you desired to make yesterday 
upon Dominion Coal. I am quite 
content that that should go in; it 
is, I think, as far as it goes quite 
accurate. Do you desire to read it or 
shall we just put it inP A.—Just as 
you like. 


Q.—I have no choice about it at 
all, I thought you desired to read 
itP A.—Very well, I will read it. 

Mr. Cox read the statement re- 
ferred to re Dominion Coal. The 
statement was filed as Exhibit 194. 

Q.—It is not perhaps unfair to des- 
cribe the transaction in which the 
gentlemen who ‘were’ buying the 
stock were concerned as a_ specula- 
tive transaction, buying in the hope 
of a rise, and realizing profits A. 
There never was a time when the 
stock sold on the market beyond its 
intrinsic value; that is my judgment, 
and any person who is familiar with 
the property I think will say that. 

Q.—There are some loans I want 
to ask you about, and the first is a 
loan to Mr. Ames’ firm. I see in 
the statement which has been fur- 
nished us, on the 31st December, 
1901—_-s-s A.—Will you allow Mr. 
Watt to answer these? 

Q.—Yes. On the 31st December, 
1901, there was a balance of $120,865 
due against certain securities. 

The questions are answered by Mr. 
Re until a change is indicated? A. 
— Yes. 

Q.—During the year 1902 there was 
an advance of further sums aggregat- 
ing $661,586.08? A.—In the whole 
year. 

Q.—That made a total of $782,451.- 
08? A.—I would just like to say that 
the total loan at any time was $506,- 
000; that was the maximum amount 
at any time; you see that by the led- 
ger. 

Q.—Moneys to that extent were ad- 
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vanced through ‘the year from time to 
time? A.—Yes. 

Q.—Among the securities held were 
1,040 shares of Sao Paulo and 1,800 
shares of Metropolitan Bank? A.—Yes. 

Q.—There was a transaction with 
respect to those on the 3lst Decem- 
ber, 1902? A=+~Yes. 

Q.—What was that? A.—At the 
time the loan on the Metropolitan 
Bank stock was made, it would be in 
October, 1902, we agreed with Mr. 
Ames that the advance on Metropoli- 
tan Bank stock would have to be re- 
paid us before the end of the year, as 
we would probably require the funds, 


so on the 3lst December the loan was. 


called up. | 

Q.—And ‘Mr. Ames gave you a 
cheque I suppose? A.—Yes sir. 

Q.—And the share were released? 
A.—Yes, re-transferred. 

Q.—And the Sao Paulo were also re- 
leased on the 3lst December ? A.— 
Transferred to him. 

Q.—The loan was originally made in 
October on the security of both these 
stocks, do you say? A.—On the 24th 
October we released 1,800 shares of 
Dominion Coal, taking 3,000 Metropol- 
itan Bank and 340 Sao Paulo—you 
said 1,040, 

Q.—Yes, there were 700 shares. be- 
sides ? A.—Oh yes, that is right. 

Q.—What was the date of the 700 
getting into your hands? A.—That 
would be on the 15th November. ' 

Q.—Was there a specific advance 
made in respect of it? A.—Yes, there 
was, $49,000. a 

Q.—You say a cheque was given to 
you on the 3lst December, and these 
two stocks, the 1,040 Sao Paulo and 
the 1,800 Metropolitan were released 
and handed over? A.—Yes. 

Q.—You perhaps know he raised the 
money by giving a note to the Can- 
adian Bank of Commerce? A.—I do 
not know that. 

Q.—You have not familiarized your- 
self with that transaction? A.—No, 
we got his cheque for the amount. 

Q.—Then what took place in Janu- 
ary? A.—The money was re-advanced 
to him on the 2nd January, 1903, and 
gradually reduced after that. 

Q.—The money was re-advanced, 
and the share got back into your pos- 
session? A.—yYes. 

Q.—Can you ascertain from any 
book you have here what the fact is, 
whether or not this took place, that 
the Canada Life paid the note in the 
Bank of Commerce which Mr. Ames 
had given, and two days’ interest upon 
it? A.—wNo sir, I am sure we did not 
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pay any interest. That day Mr. Ames 
discounted his note with the bank we 
got Mr. Ames’ cheque. 

Q.—On the 2nd January how did * 
you make the advance? A.—We pro- 
bably issued a cheque to Ames & Com- 
pany. 

Q.—I wish you would see if you 
cannot agree with the statement that 
we have had given us, that you took up 
the note in the Bank of Commerce 
which Mr. Ames had given for the pur- 
pose of raising the money to pay you 
on the 3lst December ? A.—Our cheque 
was drawn on the Canadian Bank of 
Commerce for $389,500 it shows here, 
Canadian Bank of Commerce cheque 
number 2,734; it does not show to 
whom it was payable. 

Q.—That I should like to have ascer- 


' tained, and I want your evidence sup- 


plemented in that respect; will you 
ascertain whether the information I 
have is correct? A.—I will find that 
out. 


Q.—Was the amount of that cheque 
the same as the cheque which you have 
as paying you on the 3lst December? 
A.—Identically the same, so that there 
was no interest paid by us at all. 

Q.—So far as your book there shows, 
I want to find out what the fact was 
with regard to that? A.—It would be 
included in this cheque if we had paid 
the interest on it. 

Q.—One would think so, but my in- 
formation with regard to that is very 
specific, I want to have it either cor- 
roborated or shown to be wrong; do 
you know why the transaction took 
place in that shape on the 31st Decem- 
ber and on the 2nd January? A.—As 
I said, Mr. Shepley, that when the loan 
was made in October, on the 24th 
October it was arranged with Mr. 
Ames at that time that it would be re- 
paid to us or the greater portion of 
it before the end of the year. 

Q.—And was it also arranged it 
would be re-advanced on the first of 
the following year? A,—Not neces- 
sarily because we had hoped before the 
end of the year the loan or the greater 
portion of it would have been re-paid. 

Q.—Let me ask you this, at the 
time on the 3lst December when the 
$389,000 was paid ‘and the stocks 
released, was it understood between 
you and Mr. Ames that on the 2nd 
January the transaction should be 
put on foot again? A.—If he found 
he would require the money on the 
2nd January. \ 

Q.—And he found that he did. 
Then he must have known on the 
3lst December that he would want 
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the money on the 2nd of January, 
would you not say? A.—Not if he 
could get the money anywhere else, 
because on the 12th January he 
started to make repayments to us, 
so that he had in view the gradual 
reduction of the loan. 

Q.—Do you remember about it, 
Mr., Watt? Was the transaction 
with you? A.—yYes sir, it was. 

Q.—Don’t you remember any more 
about it than you have told me? A. 
—There was nothing more to it, Mr. 
Shepley. 

Q.—Do you say? Why take the 
money from him on the 3lst Decem- 
ber and give it back to him on the 
2nd of January? A.—As I said, it 
was in pursuance of an understand- 
ing made with him in October that 
the money should be repaid. It was 
not for the sake of getting rid of the 
securities, because we were quite con- 
tent to carry those securities at any 
time. We had other securities of the 


same kind in our books. It was not ? 
with the object of not showing these | 


securities in the Government Report 


at all because we had others of the y 


same kind. 

Q.—The result of the transaction 
was that these securities disappeared 
from your returns on the 3lst De- 
cember and reappeared in your books 
on the 2nd January? A.—Certainly. 

Q.—Then one of the loans on 
Dominion Coal, in the list yesterday ? 
A.—Which loan is that, sir? 

Q.—It is in two parts, There 
was one loan of $11,000 on the 31st 
of March, 1903, to Mr. Bradshaw, on 
Dominion Coal. Were you there in 
1902, when did you go to the Canada 
Life? A.—The Ist of January, 1900. 

Q.—Then there was a loan on the 
2nd of May of $50,000 and a loan on 
the 16th of June of $33,250, all to 
Mr. Bradshaw, on the security; of 
Dominion Coal? A.—The 2nd of 
March the first one was. 

Q.—The 38lst of March is the date 
given here? A.—Of the second one. 

Q.—That you say should be the 2nd 
of March? A.—Yes. 

Q.—Then it is wrong in the ac- 
count you have given me; J will put 
that the 2nd of March. The 2nd 
March was the first, 3lst March the 
2nd and 16th June was the 5rd. 
Then there was two loans to the' 
Dominion Securities Company that I 
want to inquire about. $700,000 was 
advanced on 800 bonds of the Lake 
Erie and Detroit River Railway Com- 
pany on the 38lst December, 1902? 

.—The Dominion Securities Com- 
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pany had bought $3,000,000 of the 
Lake Erie and Detroit River Railway 
Bonds, against which we had a loan 
to Walker & Sons of Walkerville of 
$900,000. The Dominion» Securities 
Company assumed $700,000 of that 
$900,000 loan, 

Q.—That was the transaction? A. 
—yYes sir. 

Q.—Then you also lent to the Dom- 
inion Securities Company, as_ the 
transaction appears in this document, 
$425,000 on the 29th September, 1905, 
on the security of $500,000 of the bonds 
of the Lindsay, Bobcaygeon and 
Pontypool Railway? A.—That was a 
loan on some bonds that the First 
Trust and Savings Bank of Chicago 
had. The Canada Life purchased the 
bonds subject to that loan and when 
the loan fell due in September we 
were not prepared to pay the pur- 
chase price of the bonds. We said 
to the Dominion Securities Company 
we will at least pay the amount of the 
loan off and then when we get in 
funds we will pay up the difference, 
which was the difference between, I 
think, 80 cents on the dollar and 96} 
cents. 

Q.—Then to whom was the $425,000 
paid? A.—To the First Trust and 
Savings Bank of Chicago. 

Q.—And the Dominion Securities 
Company became responsible to you 
for it? A.—Yes, they were respon- 
sible to the First Trust and Savings 
Bank. 

Q.—Their responsibility was then 
to you in respect of that $425,000 un- 
til they made delivery and were 
paid? A.—They wera really our 
bonds. 

Q.—Until they made delivery to 
you and were paid? A.—Certainly. 

MR. COX: The bonds were guar- 
anteed by the Canadian Pacific Rail- 
way. 

Q.—Yes. Well, then, you lent a 


considerable sum of money upon, 
Crow’s Nest Coal Company stock ?// sah 


(Mr. Watt continues to answer.) 
—I think we had one or two loans. 

Q.—You had one loan to Mr. Jaff- 
ray of $107,952? A.—That is cor- 
rect, sir, I believe. 

Q.—That was made _ apparently 
some time during 1902? A.—Made 
on the 19th November, 1902; from the 
19th to the 29th November, 1902. On 
2,100 shares of Crow’s Nest Pass Coal 
Company. ' 

Q.—Then you made a loan in 1902 
to the Provident Investment? A.— 
Yes, that is right. 

Q.—$128,400? A.—Yes sir. 
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Q.—What is the date of that? A. 
—$58,400 on the 9th of January, 
1902, $70,000 on the 23rd April, 1902. 

Q.—That was on the security of 
what? A.—The $58,400 was on the 
security of 146 Sao Paulo bonds, par 
value $73,000. The other was on 700 
shares of Dominion Coal at par. 

Qy;—What further loans did you 
make during 1903? .—We made a 
loan on another 700 shares of Domin- 
ion Coal aggregating about $96,000. 

Q.—And what else? A.—And on 


“the previous securities, the Sao Paulo 


bonds and the previous 700 shares of 
coal. 


Q.—What else did you lend during 
that year A.—That is all. 

Q.—Then you made a further ad- 
vance or advances to the Provident 
Investment on the dates you have 
given me, April and June, 1903P A. 
—That is right, sir. 

Q.—237,500 altogether? A.—Yes 
sir, I have that: $60,000 on the 14th 
April, 1903. $30,000 on the 2nd of 
June. $60,000 on the 8th of June 
and $87,500 on the 15th of June. 

Q.—Those are the advances I have 
here. Now the stocks you held as 
security for that 615 shares of Met- 
ropolitan Bank, 333 shares of The 
Robert Simpson Company, 200 shares 
of the Carter-Crume Company and 
100 shares of the Dunlop Tyre Com- 
pany. A.—Preferred Stock 

Q.—And 1,250 shares of the Central 
Canada. Is that right? §A.—Yes, 
the main security being the Central 
Canada _ stock. Those others being 
additional securities. 

Q.—My learned friend Mr. Tilley 

reminds me that the mention of the 
Dominion Coal in what I am*doing 
now is not in addition to but is con- 
tained in what we heard yesterday. 
A.—Oh no, nothing whatever to do 
with Dominion Coal. 
_ Q.—Then you have been able, Mr. 
Watt, since yesterday, to verify that 
transaction in Dominion Coal. You 
have brought the brokers’ note? A. 
—I' have.’ 

Q.—What do those notes indicate, 
taking them in order of time? A.— 
It indicates that on the 18th March 
we had sold 400 shares of the Dominion 
Coal and bought 400 shares on the 19th 
March, 1903. ; 

Q.—That is you sold in advance of 
your purchase? A.—No, we had at 
that time 3,000 shares of Coal. We 
sold on the 18th of March and we were 
sorry for it the next day and went and 
bought it back again. We realized 
that we let go a good thing. The 
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entries are probably a little mixed up 
on that account there. 

Q.—There are the 400 shares on the 
4th April? A.~-Here is the sale on 
the 4th. Those brokers’ notes would 
come into our hands on the same day 
and that one is dated the 18th and 
one the 19th, but the sale took place 
first. Then we regretted the sale and 
bought the stock back again. 

Q.—Just give me the totals of those, 

please. What did you get on the 
sale? A.—We got $48,650 for the 
sale of 400 shares. We paid $47,475 
for the 400 shares on the following 
day. There was a profit of $1,175. 
_ Q.—The dates there as they appear 
in your books are as in this, where the 
purchase appears first and the sale af- 
terwards? A.—They are both the 
same date. 

Q.—But the order in which the trans- 
actions appear in your books the pur- 
chase is made before the sale? A.— 
Well, you will see that evidently the 
accountant omitted to post this en- 
try. They are on the same date, ap- 
parently in each case, but he forgot 
to post them in the proper order, post- 
ing one side of the cash book before 
the other. 

Q.—Then that is all I have to ask 
you, Mr. Watt. Mr. Cox, just one 
other matter. In making the loans 
upon real estate, I forget whether you 
have already told us that there were 
occasions upon which endowment poli- 
cles were taken as collateral? (Mr. 
Cox answers.) A.—That is done oc- 
casionally, yes sir. 

_Q.—That, you say, would be occa- 
sionally sop A.—Yes, sir. 

Q.—In connection with these trans- 
actions would there be any commis- 
sions paid to anybody upon the poli- 
clesP A.—Yes. 

Q.—To whom? A.—To whatever 
branch the business was done in. 

Q.—That would be paid by the Can- 
ada Life Company? A.—Ordinary 
commissions on their business. That 
1s a source of assistance to the agent 
or manager of the branch where the 
business is done, where it is sometimes 
possible to secure a good loan in con- 
nection with life insurance or vice 
versa. 

Q.—Do you say those transactions 
were infrequent or frequentP A.— 
They are not very frequent, but there 
are times when a good many loans are 
made. For instance we very fre- 
quently—or I won’t say very frequent- 
ly, but when we are making church 
loans, and particularly loans to the 
Roman Catholic Church, they will make 


that kind of contract, where they take 
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an endowment policy running over a 
long period of years, and the payment 
of the insurance premium during the 
period pays off the loan at the expira- 
tion of the period. 

Q.—That is more frequent in the 
case of that class of loan than private 
borrowers? A.—Yes, more frequent. 

Q.—Then do you obtain valuations 
when you lend upon real estateP A. 
—Yes sir, always. 

Q.—Do you sometimes obtain the 
valuations from the local agent, who 
is interested of course, in making the 
loan? A.—No, we do not. We ob- 
tain the valuations by a very careful 
valuation of the property. For in- 
stance it is mostly in connection with 
the Roman Catholic Church that these 
loans are made. More in connection 
with that Church than perhaps all the 
other loans that are made in that way. 
But, as you know, when we get the 
covenant of the Roman Catholic 
Church, we have the whole property 
of the diocese, and we never have any 
question at all about the valuations, 
they are away in excess of the loans in 
very many cases. We could tell what 
was done as to the valuation of any 
particular loan. 

Q.—This is the one I want to: ask 
you about. Mr. Watt tells me it was 
never carried out. A loan of $19,- 
000 was approved to the Ottawa Pro- 
duce Company for 5 years at 5} per 
cent. payable quarterly, on its cold 
storage property and plant on Nicholas 
Street, Ottawa, valued by Mr. Hay- 
cock at $40, 000 exclusive of plant ? A. 
—That valuation would come in by 
him, made in that way, but it would 
be re-valued. 

Q.—By some independent person? A. 
—Yes. 

Q.—It goes on to say, the loan to be 
further secured by personal covenant 
of the directors with an endowment 
life insurance policy of $20,000. Mr. 
Watt tells me that did not go through? 
A.—No sir. 


MR. WATT: For which we were 
very sorry. 
Q.—No doubt. Then it may be pos- 


sible that I shall want to ask Mr. Cox 
some questions if anything further 
turns up but at present I close with 
him. I understand my learned friend 
Mr. Hellmuth desires to ask some ques- 
tions. 

By MR. HELLMUTH: 

Q.—Among the investments of the 
Canada Life, Mr. Cox, in the Blue 
Book for 1904, there are a total of 
some $2,069,000 of stocks, various 
stocks held by the company. I will 
show you the Blue Book. I have not 
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given the odd hundreds? A.—May I 
ask to have the Treasurer assist me in 
these matters alsoP These things are 
more familiar to him than they are to 
me. 

Q.—Certainly. On page 155 of the 
Blue Book, the list is set out there of 
the various § stocks? A.—yYes. 

Q.—Bank stocks, loan companies 
stocks, gas light company stocks, tele- 
graph ’ stocks, New Brunswick and Can- 
ada Railway stock, C. P. R. Stock, 
telephone stock, and others. Now, 
Mr. Cox, do you approve, apart from , 
any Act at all, of a life insurance com-/ 
pany being a holder of ordinary stock) 
of various enterprises railways, coa 
companies, etc., apart altogether fro 
the provisions of any Act, do you ap- 
prove of that? A.—Well, they have 
been amongst the most profitable in- 
vestments of the Canada Life for a 
great many years. It is a practice 
that has always been followed by the 
company and I think in nearly every 
one of these cases to which you refer 
the stocks were purchased before I 
was on the board; at any rate the pol- 
icy has been a policy of dealing in 
stocks and one of the most profitable in- 
vestments that we have had at all is 
bank stocks. 
holdings of stock in nearly all of our 
Canadian banks, and they have all 
been very profitable to the company, 
growing steadily in value, and regular- 
ly paid dividends, and we regard them 
as good investments. I know that a 
different view is taken of that ques- 
tion by the New York Investigating 
Committee, and I think they have iaid 
down a rule that these stocks shall be 
sold within a certain time by the com- 
panies that are holding them. It 
wouldbe a serious loss to our company 
if we had to do the same thing and 
would, I think, be a reflection upon 


Hf 
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We have pretty large 


and an injustice to our banking and_ 


other undertakings of that kind. In- 
dustrial stocks we do not invest in to 
any great extent. 

Q.—I think you have had Dominion 
Coal, have you not? A.—yYes, but 
after all the criticism that has taken 
place in connection with it, we will 
sell it, of course. 

Q.—I want to know, Senator, 
whether you think it is a proper thing 
for an insurance company to be a 
partner to any extent with its funds 
in other enterprises such as railways, 
banks, or others and whether it should 
with its funds be a partner in these 
companies P 

MR. NESBITT: You are a partner 
in a farm when you take a mortgage 
upon it. ' 
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MR. HELLMUTH: My learned 
friend can have his question, but I 
want to know whether you think that 
is a proper line of investment for the 
funds of a life insurance company, to 
take the chance of success or failure 
with stock companies or in the stock 
of companies? A.—I think Mr. Hell- 
muth that that is a question that is a 
matter of opinion and you cannot deal 
with it, I think, taking a whole list 
of stocks that way. If you ask me, 
is it proper for a life insurance com- 
pany to invest in that particular stock, 
I might say I think so, and in that 
particular stock I might say I think 
not. I am sure we have a very care- 
ful, conservative aad intelligent board 
of directors; if you iook over the names 
of our directorate you will see that-they 
are among the most experienced inves- 
tors in this country, and any security 
that passes that Board I think is safe. 
Now the general question of whether it 
is proper for a life company to invest 
in stock of that kind, leads to the next 
question, what would they invest in 
if they did not? 

Q.—We may come to that, but I 
would like just to get a little more 
specific statement in regard to the 
principle, Senator Cox, please. I want 
to know your view; I am not asking 
anybody else’s; I am asking your view 
as to whether you think a life insur- 
ance company should be permitted or 
should take the funds of its policy- 
holders and put any portion of those 
in the enterprise of various companies 
where they must necessarily take some 
risk, a greater risk, of course, than 
lending on bonds? A.—The exper- 


ience of our company is that we have, 
sustained’ more loss on the investment | 
of real estate mortgages than i® any 


other line of investment that we have 
made, and that would lead one natur- 
ally to the conclusion, that bank stocks 
for instance, would be a proper in- 
vestment to make. I should say that 
stocks conservatively selected by an 
intelligent board of directors would be 
a safe investment. I would think so. 
There is a certain degree of risk in 
any kind of investment you can make 
in anything. That has been my ex- 
perience after a good many years. 

Q.—You stand to make or lose more 
by buying stock in an enterprise than 
you do by lending upon its bonds, the 
bonds of the same concern? A.—Of 
the same concern, that is correct. But 
you might lose money on the bonds of 
one concern and make money on the 
stock of another concern. 

Q.—Quite so, but what I want to 
ask you is this, should a life company, 
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take for instance the Dominion Coal, 
if you like, or any of these railway 
companies, should a life company in- 
vest in the stock of that company in 
the hope that by the rise of the stock 
it may make money, rather than in- 
vest in the bonds of that company at 
a guaranteed rate of interest, upon 
which it can practically lose little or 
no money beyond the legitimate inter- 
est, I want to know as a matter of 
principle what you think about that? 
A.—I have no desire whatever to evade 
the question Mr. Hellmuth, but I 
think I have answered it as fully as 
I can. If you take any particular 
stock, take the Canadian Pacific Rail- 
way Company’s stock, for instance, I 
think that a really safe investment. 

Q.—It is an investment one would 
be free to admit, in which the Canada 
Life has probably made a great deal 
of money by purchasing at a figure 
much lower than it now commands in 
the market. I suppose there is no 
doubt about that. 

MR. WATT: We would have made 
another $70,000 if we had kept our 
C. P. R. stock and we would also have 
had a larger return in dividends. We 
sold when it was paying 5 per cent. 
It is now paying 6. 

Q.—You might have made a great 
deal more money than you did, but 
you made a considerable amount of 
money in that stock? A.—No, we did 
not make anything on C. P. R. stock. 

MR. WATT: We came out even, 
Mr. Hellmuth. We bought C. P. R. 
stock years ago at 90 and held it until 
it was down to 37 and we sold it at 
an average of about 105. 

Q.—That was a stock you bought at 
90, it did go down to 37. and it has 
gone up to a figure very considerably 
over 90, about 150 or 160’s at least. 
(Mr. Watt answers until a change is 
indicated.)  A.—In the 170’s. 

Q.—So that there was a possibility 
of either making or Josing a large 
amount of money upo2 stock of that 
company ? A.—No question about 
that, but the stock was not bought for 
the possibilities it had. 

Q.—But there was that possibility 
in it? A.—Oh yes. 

Q.—And in the bonds of the C.P.R., 
if they do issue bonds, you would only 
make the interest guaranteed upon 
those bonds? A.—They won’t let you 
buy bonds of a railway company until 
a dividend has been paid. ; 

Q.—If you did buy bonds of a rail- 
wav company you could make practi- 
cally nothing but your interest? A.— 
You would very often make a very 
large profit on bonds. It depends on 
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the price you buy them at and mone- 
tary conditions. You may make more 
money than if you buy stocks. 

Q.—If you bought bonds at a cer- 
tain figure to net you a-certain rate 
of interest, if those bonds are even- 
tually repaid you must get your prin- 
cipal back with the interest at the 
rate that you calculated it on? A.— 
Correct. 

Q.—There is no chance of that un- 
less the whole stock of the company 
is wiped out? A.—Correct. 

Q.—You may possibly make some- 
thing on them by the bonds having 
gone up, but even if the bonds do go 
down you’ lose nothing if you keep 
them to the maturity period and take 
the face of the bonds then with the 
interest at the time? A.—Providing 
the issuing corporation can redeem 
them at par. It very often happens 
that they can not. 

Q.—If they could not they would 
have to wipe out the stock? A.—Cer- 
tainly. 

Q.—So that you have all the stock 
as a security, that is the wiping of it 
out before the bond issue can be af- 
fected? A.—Yes. 

Q.—Then as a matter of actual safe- 
ness of investment, not of profit aris- 
ing from the investment, the bonds 
of any given company are a safer se- 
curity than the stock of that company ? 
(Mr. Cox answers.) A.—Yes sir. 

(Mr. Cox answers.) A.—Yes sir. 

Q.—Then I would ask you, in view of 
that, if you think that the funds of a 
life insurance company should take 
the possibility of winning or losing 
that exists in so much greater degree 
in stocks than in_ bonds. A.—I 
think, Mr. Hellmuth, that I have an- 
swered that as fully as I can. 

MR. WATT: May I answer that? 

Q.—Certainly, Mr. Watt, I am 
seeking information. A.—I want to 
say that if the life insurance compan- 
ies are limited strictly to investment 
in bonds and municipal investments, 
it is bound to increase the cost of in- 
surance, because the rate of interest 
will be lower. All the life insurance 
companies will be struggling to get 
these bonds and to force the. price 
down, that is the interest yield, 


down. The result is that the cost to 


the insurer has been increased. 

Q.—I understand that, but we will 
come to the question of cost a little 
later perhaps. You are not suggest- 
ing that you could not get bonds, any 
quantity, to bring you in something 
over 3 per cent.? A.—Oh I). fancy 
we could get 3 per cent, easily enough, 
but where would the policyholder be? 
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Q.—One moment, I am not going 
to answer your question at present. 
You could get something over 3 per 
cent. A.—Yes. 

Q.—And your reserves are now al- 
ready based on a 3 per cent. table? 
A.—New business. The rates are - 
fixed. 

Q.—And the new business is on a 3 
per cent. basis, so that the invest- 
ment of money at 3 per cent. now 
would hold your new business per- 
fectly good, for your premiums are 
based@ bn’ thatin’ yA. =k hauls stat 
actuarial question. 

MR. COX: If all the investments 
in stocks of all the insurance com- 
panies were forced on the market 
and that money had to be replaced in 
bonds, Canadian bonds, I question if 
they could be bought to pay 38 per 
cent., because there would be a very 
great demand for them, a very large 
amount of money that had to be put 
into them and the price would be 
forced down so that it would be very 
doubtful if you could get good bonds 
to pay 3 if you were confined to Can- 
ada in your investments and_ to 
bonds. 

MR. NESBITT: Wouldn’t there be 
this further little difficulty, Senator, 
that 9-l0ths of the investing com- 
munity would be ruined? °A.—TIn 
what? 

Q.—Why with the stocks thrown 
on the market. A.—It would be a 
very serious matter, no doubt. 

Q.—I think Black Friday would be 
an illuminated Thursday compared 
to jit; 

MR. HELLMUTH: Senator I am 
not predicting or suggesting any such 
catackysm as my learned friend, Mr. 
Nesbitt, speaks of. I am not asking 
you as to whether in the future, not 
dealing with present holdings at all, 
but as to the future investments of 
life insurance companies, if they were 
starting anew on the principle of the 
investment of the life insurance 
funds to be put into stocks and be- 
come partners in these enterprises? 
A.—I think that the correct ground 
from which I can answer that is the 
experience of the company spread 
over 59 years. That is a fair basis 
to take, and our experience spread 
over the whole history of the com- 
pany, is that our stocks have been 
more profitable to us, and our real 
estate mortgages and other invest- 
ments have resulted in more loss. 

Q.—I quite understand that, they 
have been more profitable in the past. 
A.—And safer. 
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Q.—You have been successful in 
your investments? A.—Yes. 

Q.—And there was a greater oppor- 
tunity of making money out of the 
stocks than there would have been, 
of course, out of the purchase of 
bonds, there is no question about 
that. A.—And all that accrued to 
the benefit of the policyholders. 


Q.—I am not doubting that. In 
your Annual Report for 1905, the 
year ending December 3lst, there is 
an item among the liabilities of capi- 
tal reserve fund $76,734. Can you 
tell me at all what that item is? 
There is a dividend paid of $80,000 
and then there is this item of some- 
thing over 76. Perhaps Mr. Sander- 
son can explain that. A.—The pro- 
fits, as you are aware, Mr. Hellt 
muth, are divided in the proportion 
of 90 per cent., the divisible surplus 
is divided in the proportion of 90 per 
per cent. to the policyholders and 
10 per cent. to the _ shareholders. 
Now, at eachequinquennial division of 
profits when the surplus is made up, 
the 10 per cent. is carried to the 
credit of the shareholders reserve 
fund, and that $76,000 is accounted 
for in that way. Now the interest 
on the capital itself on that $76,000 
is the money out of which the next 
dividend to the shareholders is paid. 
There is a separate account kept as 
between the shareholders and the pol- 
icyholders, 90 per cent. going to the 
credit of the policyholders and 10 per 
cent. to the credit of the shareholders. 
The policyholders get their surplus 
divided between them, amongst the 
policyholders every 5 years, or now as 
I explained yesterday, every policy 
has its own quinquennial period, but 
for a great many years there will be 
one year out of every five where the 
amount to be divided will be larger 
because all the policies issued up to 
1900 have the same quinquennial 
period. 

Q.—Would that $76,000 disappear 
year by year as the dividends were 
paid to the stockholders? A.—Yes 
Sit, 

Q.—Would it be drawn upon? A. 
—It would be drawn upon. Yes. | 

Q.—And at the end of the next 
quinquennial period?  A.—It would 
be added to. 

Q.—The whole of that would’ be 
gone and something else would be 
substituted in its place? A.—There 
will be each year, now, from this on 
a small addition. 10 per cent. of 
whatever is divided amongst the pol- 
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icyholders, will go to the credit of 
the shareholders, and as I say 4 years 
out of every five that amount will be 
necessarily small each year, but in 
the 5th year it will be larger because 
of the fact that at that period here is 
a larger number of policies partici- 
pating in the profits. 

Q.—That is to say that you do not 
necessarily require that in any year 
in the middle of a quinquennial per- 
iod the amount earned should justify 
the payment of 10 per cent. as long as 
you have some of this reserve to draw 
upon? A.—Yes. 

Q.—That would be right, I sup- 
pose? A.—Yes, we have paid since 
1900 an 8 per cent. dividend and it 
might: occur that in order to pay that 
dividend the shareholders would anti- 
cipate their portion of the 5 year 
dividend that is being earned and 
that won’t go to their credit until the 
end of that quinquennial period. 

Q.—Then there is not at the end of 
each year, say 1902, for instance, be- 
cause that would be between, there 
is not a making up of the accounts 
exactly of that year, a profit and loss 
statement, so as to see whether the 10 
per cent earned for the shareholders 
in that year would justify the $80,000 
as long as you can take it from the 
other. A.—We know very closely, but 
there is not an actual stocktaking 
until the end of the quinquennial per- 
iod, but now it will have to be on 
every year. 

Q.—You do not, Mr. Cox, as I un- 
derstand it, make up or publish to 
your shareholders or the public what 
might be called a profit and loss state- 
ment of the business of each year? A. 
—We do not do that, no. We do 
each five years. 

Q.—You do that in the quinquen- 
nium? A.—yYes. 

Q.—But it is not, as in many finan- 
cial institutions, with which, of course, 
you are quite familiar, a carrying for- 
ward each year of the surplus of the 
previous year and then the making 
up of a statement of that year’s busi- 
ness showing what the actual gain was 
over that year? A.—That is done, as 
IT say, once in 5 years. ‘The labour 
entailed by that is very considerable 
because it means a valuation of every 
policy to know just what our liability 
is on each individual policy. 

Q.—You have to do that. I under- 
stand, every year now for the Minne- 
sota State Report? A.—Yes. 

Q.—So that from 1900, 1901 per- 
haps being the first year, you have 
made up for Minnesota an annual pro- 
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fit and loss statement? A.—We have 
done that, I think, ever since we have 
been doing business in that State. 

Q.—And that is published in the 
Minnesota State Reports, is it not? 
A.—May I call the actuary, Mr. San- 
derson, againP 

Q.—Oh certainly, this is the prelim- 
inary report for this year? (Mr. San- 
derson answers until a change is indi- 
cated.) A.—I have not seen it. 

Q.—Then we are highly favored. I 
am going to put in a copy of this, if 
I may, Mr. Shepley? 

MR. SHEPLEY: By all means. (Ex- 
hibit 195.) 

MR. HELLMUTH: This is the pre- 
liminary life report by the State of 
Minnesota for the year ending De- 
cember 3lst, 1905. You are familiar 
with the form of report, Senator Cox, 
since 1901, I mean that there have to 
be returns made for titi ceport? 

MR. COX: Yes. 

Q.—May I ask why the annual pro- 
fit and loss statement furnished to 
Minnesota was not also furnished to 
the Canadian shareholders in the an- 
nual reports? 

MR. SANDERSON: May I answer 
that ? 

Q.—Yes? A.—This Exhibit is re- 
quired by the Minnesota Department. 
It is not required by the Ottawa De- 
partment. It is not part of the re- 
turns, It is made only to the Gov- 
ernment requiring it. 

Q.—That is not my question. I 
asked why a profit and loss statement 
which shows a supposed gain for the 
year is not published to the sharehold- 
ers, not necessarily to Ottawa, but to 
the shareholders of the Canada Life 
or the public? A.—TI don’t think it 
is sent to the shareholders of any of 
the companies, or that any of the com- 
panies make it up. 

Q.—But it does show accurately just 
what each year’s business has gained, 
I won’t say lost, because that would be 
avery improper word to use, but what 
has been the gain on that year’s busi- 
ness? A.—There is a vast difference 
of opinion, Mr. Hellmuth, as to the 
virtue of this gain and loss Exhibit. 

Q.—There is a difference of opinion; 
Minnesota insists upon it, however. 
A.—yYes, actuaries differ about it. 

MR. COX: If this Royal Commis- 
slon recommended that amendment to 
the Insurance Department, it would 
no doubt be adopted. 

Q.—As Mr. Shepley has pointed out 
to me. it is practically almost the same 
as the gain and loss Exhibit that the 
Dominion Counsel have required from 
each of the companies for the year 
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1905, which the Commissioners have 
had before them, it is very much like 
that. 

MR. SANDERSON: Very much the 
same, yes sir. 

Q.—Can you answer, Senator Cox, 
what would be the objection to pub- 
lishing such a statement for the per- 
usal and consideration of the share- 
holders of the company or for the pub- 
lic seeing it, what would be the objec- 
tion? A.—I don’t see any objection 
whatever. 

MR .SANDERSON: May I answer 
that P 

MR. HELLMUTH: No, because as 
Mr. Tilley has pointed out, you will 
have an opportunity of answering that 
when you come into the box. I do 
not want to anticipate. I only want 
to know if the Senator sees any objec- 
tion to the shareholders and the pub- 
lic having that information? (Mr. 
Cox answers.) A.-—i do not know 
of any reason why the public should 
not have the fullest possible informa- 
tion on every detail of this company 
anyway. 

Q.—In that report there are some 
very interesting—to the policyholder 
perhaps—items of inturmation in re- 
gard to expense and in regard to load- 
ing, which I think appear in no other 
report. In this report, Exhibit 195, 
I see that the first item of insurance 
expense for the Canada Life is, load- 
ing expense portion of premium $555,- 
000. JI am leaving out the odd hun- 
dreds. Whereas the actual expenses 
paid were $899,000, a difference there 
of $343,000 in the cost of the business 
outside of investments, for that does 
not include investment expenses, the 
cost of the business first year and re- 
newals. Did that strike you as ex- 
cessive? A.—No, it did not. 

Q.—The difference is $343,000. I 
again leave out the hundreds? A.— 
I had not seen this, of course, but I 
know what our expense ratio is. 

Q.—You probably have a pretty good 
idea, Senator, of how much your ex- 
pe had exceeded your loading? A. 
—Yes. 

Q.—And you say that did not strike 
you as at all extraordinary? A.—It 
did not strike me as unreasonable, the 
expense ratio of our company ll 
through, considering what we have 
been doing, but upon that point I am 
quite willing to learn and to answer 
questions. 

Q.—We are learning, you are teach- 
ing. I asked you whether that does 
not strike you as extraordinary, be- 
cause it is an increasing factor; taking 
the Minnesota Report for 1904, the ex- 
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cess of expense over loading was $307,- 
000 as against the $348,000. Then go- 
ing back to 1903 it was only $288,000. 
In 1902 it was $208,000, and in 1901 
it was only an excess of $18,000, so 
that you have been gradually creepiny, 
up on that expense? A.—In 1907 we 
could put it $300,000 on the other side 
of the balance sheet by stopping new 
business and just collecting our re- 
newals. 

Q.—Let me understand that, be- 
cause I would like to gather informa- 
tion on this point? JI understood you 
to say to Mr. Shepley that the cost of 
the new business, the necessary push 
that has to be used now in the compe- 
tition for new business very material- 
ly increases expenses? A.—Yes. 

Q.—And that one of the reasons why 
the percentage of expense ratio ‘to 
premium income in the larger Ameri- 
can and English companies is less than 
the Canadian, is because they had a 
great deal more of old business on the 
books and the ratio of old business to 
new was so much larger? A.—Yes, 
the ratio of old to new business. 

Q.—Now the Canada Life is every 
day growing older and its proportion 
of old business to new ought to be 
growing every day greater? A.—In 
the figures that you gave, the com- 
parison from $18,000 in 1901 and 
$300,000 some odd now, the new busi- 
ness in 1901 I think was about 4 mil- 
lions of dollars, speaking from memory. 
In 1905, the year you speak of there, it 
was 12 millions five hundred thousand 
dollars, paid up business. That ex- 
plains the difference in the figures, and 
if we had made it 15 or 18 millions 
the expense ratio would have been 
still higher. If on the other hand we 
had made it 2 miliuons it would have 
been very much lower. , 

Q.—I don’t think that will quite ex- 
plain it, with all due deference to your 
knowledge of these matters, because 
you have the old business of 1902 on 
which your excess had been 208, the 
old business of 1903 with an excess, 
the old business of 1904, all of which 
had been got at an excess cost? A. 
—It had not increased to the same ex- 
tent that the new business has in- 
creased. If you increase the new 
business from 4 to 12 millions then 
you have got a very much larger 
amount of new business to pay for 
while the increase in the old business 
is not in proportion to that at all. 

Q.—But, Mr. Cox, surely your ratio 
of old business to new was greater in 
1905 than it was in 1904, isn’t that 
so? Unless you are going behind? A. 
—No, I don’t think it would be great- 
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er. I think the increase of our new 
business is in far greater proportion. 
Q.—I am quite willing to take that, 
but you started, we will say with 40 
s¢ 50 millions of old business, and you 


. wrote in the next year 10 millions of 


new, then you have, allowing for lap- 
ses, we will say, 57 millions of old 
business to start with; next year you 
write 12 or 15 more, all the time your 
old business is becoming greater in 
volume, isn’t that soP As compared 
with the new? A.—Yes, but there are 
so many elements to come in. If we 
increase our new business say 3 mil- 
lions, in Canada, where we have our 
plant all ready, already organized, our 
organization complete, that would not 
cost us so much as going into an en- 
tirely new field like the United King- 
dom and building up our _ business 
there. We have been working here all 
the years of the company on a popu- 
lation of 5 millions. Now we want to 
reach out into a larger field, to cover 
the Empire if we can. 

Q.—Would it be your hope to write 
more new business next year than you 
did last? A.—That will depend alto- 
gether upon the findings of this Hon- 
ourable Commission. 

Q.—Leaving that out for the moment 
and supposing we had no Commission 
here at all, would you expect with the 
progression of your company to write 
more new business in 1906 than you 
wrote in 1905, naturally? A.—I have 
been hopeful enough to hope to see 
the day when we would be writing 50 
million of business in the year. 

Q.—Each year then you would ex- 
pect to write more business than the 
year before? A.—That would depend 
on the organization we kept up. 

Q.—But that. would be your hope? 
A.—I would hope to, naturally. 

Q.—Would your excess of expense 
go up, would the sum of 343 reach 5, 
6, 700 or perhaps a million with the 
new business, because that would be a 
very dangerous thing, it would seem 
to meP A.—To increase the busi- 
ness ? 

Q.—yYes, if it is at the expense of 
making the expenses so much greater 
than the loading? A.—It makes the 
expenses temporarily larger. 

Q.—When is the temporary condi- 
tion to cease? A.—When you stop ex- 
tending your new business. 

Q.—So that there must be a stage 
in these companies when you would 
look to the stoppage of the extension 
of new business? A.—I don’t mean 
the stoppage altogether, but to stop 
increasing, to stop extending. 

Q.—Is there any company that has 
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ever reached or thinks it has reached 
that stage? A.—No, I don’t think 
there is. 


Q.—So that for all practical pur- 
poses we can consider that the Canada 
Life in conjunction with other com- 
panies, will strive to increase its busi- 
ness even at the expense of increasing 
the amount that is required over load- 
ing to meet these expenses, you must 
go on making that sum larger and 
larger? A.—There have been cases 
where companies have stopped grow- 
ing and died. 

Q.—This company is going to live, 
but it will be a very costly life, won’t 
it? A.—We don’t think so. That 
1s a point on which there is an honest 
difference of opinion. The gentle- 
man who stands beside me here and 
myself do not agree upon that point. 

Q.—Then I won’t let him contamin- 
ate you, Senator?  A.—He is with 
you, evidently. He wants to go slow. 


I think you and he would get along 
better than you and I. 


Q.—Then, perhaps, I will say that 
you must not contaminate himP A. 
—If you will permit me to make this 
statement, it will correct the figures I 
gave you a few minutes ago. The 
ratio of new business to old was in 


1898, 6.5; in 1899, 7.4; in 1900, 8.6; 


in 1901, 9.2; in 1902, 10.4. 
Q.—May I ask you to stop for a 
moment? A.—I will put this in. 
Q.—I would like to have‘ that, yes? 
A.—In 1903, 11.9; in 1904, 12.4; and 
a nea ae ape the new business 
nt up during these years : —$4,623,- 
000; $5,529,000; $6,397,000; eee 
000; $8,398,000; $10,122,000; $11,211,- 
000 ; $13,014,000 the last year, so there 
has been a steady growth of business. 
Q.—But in 1901 when the ratio of 
new to old was 9.2, the excess in load- 
ing was only $18,000. Can you ac- 
count for that? I mean, the excess 
of loading has been very much greater 
in some years when the proportion of 
new to old has been legs. For in- 
stance in 1902 with an increased pro- 
portion from 9.2 to 10.4, the increased 
loading jumped from 18 to 208, that 
would seem somewhat large, that pro- 
~ortion, unless there was some new 
field open or something that would re- 
quire special expense. 


MR. SANDERSON: It was a per- 


iod during which the company was 
rapidly extending. 

Q.—But that would hardly account 
for the difference between 18 and 208, 
when the difference of the next year, 
when it increased from 10.4 to 11.9, 


which was a greater increase, with 
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only a difference of from 208 to 288, 
or some $80,000. 

MR. SANDERSON: I think I 
ought to say there that that whole 
comparison of those various compan- 
ies is in my judgment all wrong. You 
have to take into account the valua- 
tion basis of the various companies. 
The comparison as between companies 
is not fair. ; 

Q.—I am not making a comparison 
between companies at all, but between 
your own company’s different years. 

(MR. SANDERSON continues to 
answer.) 

A.—We will have to look into our 
own valuation basis. 

Q.—I would like to put that state- 
ment in.. (Exhibit 196.) Of course the 
Minnesota Reports all come from your 
own valuation basis? A.—Yes. 

Q.—I mean nobody is responsible 
but yourself for the statement in the 
Minnesota reports in regard to these 
figures I have given. A.—Quite so. 

Q.—Now, Senator Cox, you handed 
in the other day Exhibit 186, which 
purported to give the net premium 
income not only of your own company 
but practically of all the Canadian 
companies, with the total income, the 
general expense and the ratio of the 
general expense both to premium and 
total income. A.—That is a state- 
ment prepared in the actuaries’ de- 
partment. 

MR. SANDERSON: We did not 
put it in as an Exhibit. We produc- 
ed it. 

MR. HELLMUTH: It went in as 
an Exhibit. Did you look into this 
at, ALL 

MR. COX: I did not. 

Q.—I would like you to look at the 
first item because it did not seem to 
me in looking over it that it was quite 
as—I won’t say accurate—but quite 
as ingenious as it ought to be in tak- 
ing into account there an item of 
$804,000 as premium income not so 
shown in your own statement and 
which would very materially alter the 
ratio. 

MR. SANDERSON: That is quite 
true, and when I handed the state- 
ment to Mr. Shepley I said that I did 
not claim that was a fair comparison. 

Q.—That is what I thought. I am 
not interested in any of these other 
companies any more than in the Can- 
ada Life but that 24.69 is not—lI 
would ask you rather, is that a fair 
comparison with these other items, 
would that be a fair way of putting 
the ratio of the Canada Life in com- 
parison with these other companies 
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(Mr. Sanderson continues to answer.) 
A.—It is fair as ratios are usually 
made, 

Q.—Take the very next company, 
does the Confederation Life take into 
account the bonus additions that have 
been credited to its policyholders as 
part of its premium income, or have 
you done so in that? A.—We have 
done so. , 

Q.—You have taken everything with 
the Confederation Life? A.—I don’t 
know anything about the Confedera- 
tion Life. 

Q.—You have done so with the Can- 
ada Life? A.—We have taken simply 
the figures from the Government re- 
turns. 

Q.—In the statement published to 
the shareholders you show a premium 
income of $3,299,000. That was all 
_the premium income you actually re- 
ceived that year from your policy- 
holders? A.—If we had paid out 
these various amounts and received 
them back again, that would be re- 
ceipts. ; 

Q.—The other, the 804 is a book- 
keeping entry, it is on one side as a 
payment and the other side as a re- 
ceipt. A.—Required by the Govern- 
ment returns. k 

Q.—But it is only a book-keeping 
entry? A.—Undoubtedly. ; 

MR. COX: But it is required by 
the Government returns. 

MR. SANDERSON: And adopted 
by the companies generally. _ 

Q.—But it is not premium income? 
(Mr. Sanderson continues to answer.) 
A.—I think so, I would treat it as a 
single premium, 

(Then you would not have that 
in the year preceding it at all? . A.— 
Certainly not. a 

Q.—And you would not have it in 
the year subsequent to it? A.—No, 
and therefore I would never think of 
putting that document out for gen- 
eral use. 

Q.—It would not be, as to the other 
companies, fair to them? A.—Unless 
they happened to be in somewhat the 
same position. 

Q.—But if they are not? I have 
gone over it and I find they have not 
taken into account the bonus additions 
in the other cases. I won’t say all, 
but I have gone over four or five of 
them, the Manufacturers, the Con- 
federation, and I find that they do 
not take their bonus additions in in 
this caleulation. A.—For the reason 
that they do not have many bonus 
additions. 

Q.—They will quarrel with you, I 
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will not, as to that. A.—What I 
mean by that is, that their profits 
usually are taken by way of cash. 
Ours is more the English system, 
where our policyholders largely leave 
their profits as reversionary bonuses. 

Q.—If these policyholders had 
taken their profits by way of cash, 
that $804,000 would not have appear- 
ed at allP A.—Certainly not. 

Q.—But being left the company had 
$804,000 of accumulated surplus over 
and above what was required for re- 
serve, for division amongst these policy- 
holders, is that correct? A.—Yes. 

MR. COX: And they decided to 
take the additional insurance in place 
of taking the $804,000 in cash. 

Q.—They had that as an accum- 
ulation of 5 years growth? (Mr. 
Sanderson continues to answer. A.— 
Yes. 

Q.—And it would or could not be 
looked upon as a fair indication of 
the amount of insurance written for 
that year, because it was earned 
through a period of four or five years? 
A.—True, and that is what I claim, 
that all these ratios like that usually 
made up by people, drawn from the 
Government Blue Book are in nine 
cases out of ten misleading and un- 
fair. . 

Q.—Have you figured out what the 
ratio of expense to premium income 
was during the preceding year in the 
Canada Life? A.—I have not got it 
here. 

Q.-—Have you, Mr. Cox, looked at 
that? I would like to know whether 
you had at all been exercised as to the 
merease in the ratio of expense to 
premium income during the last 5 or 
10 years, particularly the last 5 years 
of the Canada Life. (Mr. Cox an- 
swers.) A.—We have considered very 
carefully the policy of whether we 
would extend our business as rapidly 
as we are doing. My own judgment 
has been in favor of just the kind of 
progress that we have been making, 
the extension of our business to the 
United Kingdom, where we reach 40 
millions of people just as insurable as 
we have in Canada. The English and 
American companies are coming to 
Canada and sharing our business here, 
we are competing with companies both 
from. the United Kingdom and the 
United States, and I do not propose, 
so far as I am concerned, so long as 
I am controlling the policy of the com- 
pany, to let the fighting all be done on 
Canadian soil. It will be done on the 
American Continent and in the United 
Kingdom, and I think you aa s Cana- 
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dian will agree with me.in that. We 
will show an increased expense ratio 
while we are getting our plant in 
London, but the time will come when 
the business of the Canada Life in the 
United Kingdom will be greater than 
that of the oldest English company 
there. We are close to them now 
and we will be ahead of them in a little 
while. 

Q.—That leads up to what I was go- 
ing to ask you, Senator. Up to the 
time of your—I do not use the word 
at all offensively, it has been used be- 
fore—obtaining the control of the Can- 
ada Life it was not extending in that 
rapid way that it has been in the past 
few years? A.—That is true, and 
that is the very point upon which we 
joined issue. 

Q.—I find that in the year 1895 the 
ratio of general expense to premium 
income was about 24 per cent—I am 
not going to give the points—that it 
kept up to ’96; it dropped in ’97 
to 23, and I may say that in that 
is included—which perhaps should not 
fairly be included—the dividend paid 
to the stockholders, because that is 
not really an expense, but it only 
makes a difference of 1 or 2 per cent. 
at the most. In 1898 it was down to 
23; in 99 it was 24, and in 1900 it was 
23. It was also 23 in 190[. In 1902 
it went up to 24. Im ’03 it was 27. 
In 1904 it was 27. And Ieaving out 
that $800,000 it was 29 in 1905? A. 
—On our premium income? 

Q.—Yes, I am leaving out that 
$804,000? A.—Yes. 

Q.—Of course that brings it down. 
Now that is from 23 or thereabouts 
and that was a normal ratio. I have 
given you several years, I have not 
taken an exceptional one; a normal 
ratio in those years of between 23 and 
24. That is now steadily going up. 
Is that a necssary part of your pol- 
icy to increase those proportions while 
you are seeking for this new business? 
A.—Our company has been 59 years 
in existence. Over 40 per cent. of the 
business now on its books has been put 
on since 1900, and that is my justifi- 
cation of the increased expense ratio. 
It was not any mistake upon my part, 
so far as my judgment went. I re- 
commended that policy to the Board, 
and they accepted it. I am willing 
to admit that the actuary would have 
held back a little and gone a little 
slower and he puts upon me the re- 
sponsibility of having recommended an 
onward policy to this company. 

Q.—I quite appreciate that, and I 
assumed that that was the explana- 
tion, that you have considered that 
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what we may call perhaps the some- 
what slow policy and very moderate 
development of the Canada Life in the 
years prior to your control should be 
accelerated even at considerably in- 
creased cost? A.—Yes sir, and ulti- 
mately largely decreased cost. 

Q.—Although you told me a minute 
ago you never knew a company yet 
that had arrived at the stage that it 
did not want to write more new busi- 
ness each year? A.—It is not impos- 
sible though that that should occur. 

Q.—That is going to be Senator 
Cox’s company at all events. It will 
come to that time. Then, I do not 
want to put it unfairly, may we ex- 
pect that that ratio of expense to 
premium income in the view of the 
President of the Canada Life, if car- 
ried out, will go on increasing? A.— 
No sir, it will go down. 

Q.—WhenP <A.—Well, if you will 
just give me an application on your 
life, you will watch the decreasing fig- 
ures. 

Q.—No, I won’t do anything of the 
kind; not at that cost? A.—You 
cannot put it in any other company 
where you will get as good a result. 

Q.—I have no doubt that if you 
were to put yourself against most can- 
vassers, they would find themselves 
coming out at the small end of the 
horn? A.—I don’t know that, except 
that the plain facts and the results 
shown by the company, I can show 
you that all right. 

Q.—Then I understand, if I may use 
the word, that the push and the stren- 
uous effort to obtain new and increas- 
ing business may be expected to con- 
tinue? A.—No, that is not correct. 
We do not propose to open new fields. 
We did think it a proper thing to do 
to open in the United Kingdom, and 
we did that and that fact almost en- 
tirely explains the increased expense 
ratio. We are now at a point where 
that will very quickly turn the other 
way. Our renewal premiums in the 
United Kingdom this year will per- 
haps be $300,000 a year at least. An- 
other fact that the actuary has just 
mentioned to me, in the United King- 
dom the mode of doing business is such 
that the chief expense is in the first 
year; that is to say we have a much 
smaller charge upon our renewals, 23 
per cent. in place of 73 as here, and 
we will get a great benefit from that. 
This expense ratio, Mr. Hellmuth, will 
work out all right and the company is 
on the right track. 

Q.—I have not the slightest doubt 
about your belief of that, sir, not the 
slightest. You have just stated that 
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the cost of renewal business in Eng- 
land is 23 per cent? A.—On renew- 
als. 


-Q.—I think you stated to my learned 
friend, Mr. Shepley, that in Canada 
it was 74? A.—yYes sir, that is so. 

Q.—Have you any hope of bringing 
the more moderate cost of English re- 
newals into, vogue in CanadaP A.— 
Yes, sir, the chances are that that will 
be the result. 

Q.—Because 73 is 3 times the cost 
there? |A.—When you speak of 73, 
that is the general agent’s commission, 
out of which travelling expenses and 
all that sort of thing is paid. You 
could have the commission 2} and you 
could pay the travelling expeyses di- 
rect and charge it. There are a good 
many things of that kind you have to 
take into consideration. 

Q.—What I thought you said was 
that the English charge for renewal 
was 23? A.—That is the plan there. 

Q.—As against 73, no matter to 
whom it goes, in Canada, is that 
right? A.—No, that is not quite 
correct. 

Q.—Then the English cost is greater 
or the Canadian cost is less, which is 
it? A.—Well, where we pay 7} to 
general agents, they pay out of that 
their expenses. In England where 
we pay 23 to the agent who collects 
the renewals, we pay something for 
expenses. 

Q.—Would that amount to another 
1 per cent? A.—I couldn’t tell you 
that. That will depend upon the vol- 
ume of business. 

Q.—You cannot make an accurate 
comparison at present? 

MR. SANDERSON: At first it 
might be more, but ultimately there 
will be a large saving upon the 23 per 
cent. basis. 

Q.—I notice, Senator Cox, in going 
over the report that in the years 
1901, 1902, 1904 and 1905, securities 
on the books of the company and 
standing still to the company’s credit 
not disposed of, were written up to a 
total of $694,000—again leaving out 
the odd hundreds—and in the year 
1903 they were written down to the 
extent of $239,000. That was the year 
in which there was such depression. 
A.—Yes. 

Q.—Making a total net writing up 
of $455,447. 

MR. WATT: Not written up; that 
is a wrong word, Mr. Hellmuth. 

Q.—Well, what shall I call it, if 
Mr. Watt will give me a better term 
T will gladly accept it. 
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(Mr. Watt answers until a change 
is indicated.) — 
A.—Market value. 


Q.—No, taken into account in the 


‘credits of the company, these stocks 


are now taken, into account at a 
value of $455,000 more than their cost 
value. A.—Not into the accounts of 
the company; taken as a non-ledger 
asset. 

Q.—Put in as an asset? 
non-ledger asset, 

Q.—But taken as an asset of the 
company, included in the total assets? 
A.—In the total assets, yes. We have 
got to make that return, you know. 

Q.—Quite so, and it goes towards 
making up the surplus, isn’t that so? 
A.—Yes. 

Q.—First of all, these items are 
items of stocks or bonds that have not 
been disposed of. A.—I want to ex- 
plain in connection with that, prior 
to the time of the present administra- 
tion of the company the difference 
between market value and account 
value was adjusted practically at the 
end of every year. Since the Ist of 
January, 1900, we have not done 
that; we have allowed the increase in 
the value of our securities to remain 
as a non-ledger ajsset rather than 
write up one year and down another 
year. The result is that last year 
we had half a million dollars, and in. 
that alone I think, $250,000 would be 
in bank stocks, some of them 60 points 
below the actual market price to-day. 

Q.—I do not want to misunder- 
stand you and I am sure you do not 
want to misunderstand me. In the 
total assets as shown in the returns 
by the company to its shareholders, 
they say that $455,000 of those assets 
were made or appear by putting the 
market value of stocks that had been 
purchased at a lower value, or bonds? 
A.—Certainly, but at the same time 
that $455,000 might have been con- 
verted at the end of that year into a 
ledger asset by writing them up, and 
then that argument would fall to the 
ground. 

Q.—Perhaps you have not got to 
my argument yet; I am not arguing 
yet; I want to get some facts. You 
are anticipating something that I do 
not think I have in my mind at all. 


AAs) a 


' You have treated the difference be- 


tween what you purchased a stock at 
and what that stock might be sold 
for on a given date, as something 
gained by the company. A.—Quite 
correct. 

Q.—That is right, is it not? 
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MR. COX: Yes, that is right. 1 
think everybody does that. 

Q.—Quite so, and therefore if you 
had bonds or stocks to any great 
quantity, your surplus might vary 
from month to month according to the 
depression or rise of the stock market. 

(Mr. Cox answers.) A.—Quite true, 
and allow me to put in a word here, 
that shows the importance of having 
a million dollars of cash capital. 

Q. Quite so, I think very import- 
ant in that view, because your sur- 
plus is exceedingly small for the size 
of your company? A.—Our policy- 
holders insist upon having it distri- 
buted every 5 years. 

Q.—I did not ask that. I do not 
think your policyholders have much 
to say about it. A.—Oh yes, they do. 


You see every 5 years the surplus is © 


distributed and we distribute it just 
as closely as we can. That has always 
been the practice and that year you 
speak of is the first year when the 
quinquennial distribution took place. 


Q.—I see that in this balance sheet 
for December 31st, 1905, you show a 
net surplus over the liabilities of 
$393,000. A.—Yes, well if you look at 
the year before you will see a much 
larger surplus, but during that year 
we made our usual quinquennial dis- 
tribution of profits and completed the 
change of our reserves to the 33 per 
cent. basis. Y , 

Q.—You had $393,000 of a surplus 
at the end of that year, 1905? A.— 
Yes, but during the year we paid out 
to our policyholders $1,200,000 odd. 

Q.—_I am coming to that in a 
moment. You had that surplus at 
the end of that year and if it had not 
been for the $455,000 that you had 
written’ up as the improved value 
there would have been actually a de- 
ficit of some $62,000. A.—We would 
not have given the policyholders so 
much, and we would have had to post- 
pone the completion of the increase of 
our reserves. It would have taken us 
longer. 

MR. WATT: $504,000, Mr. Hell- 
muth, I think that amount ought to 
be.. 

Q.—No, I have taken what you 
wrote off. 

MR. COX: We were increasing our 
reserves, completing the change of our 
reserves. That and the effort to pay 
one per cent, per annum to our policy- 
holders ran our surplus of course 
pretty close, but at the end of this 
year it will have a very substantial 
addition to it. 


' 
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Q.—I should say that instead of 
your having written up as I have 
given you $455,000, you had actually 
written up during the year 1905, I 
mean inclusive of this, $548,000, so 
that you had practically written up 
an extra $100,000. 

MR. WATT: Valued. 

MR. COX: That is the securities 
had during the time increased by that 
amount. ‘They have increased $150,- 
000 since that date. 

Q.—I am not saying they have not. 
In the stock market. That would 
merely mean that if it had not been 
for that valuing up—taking Mr. 
Watt’s expression—you would have 
been $162,000, not $62,000 short, if 
you had divided as much, only you say 
you would not have divided so much? 
A.—We would not have been able to. 

Q.—Your policyholders could not 
have got as much as they did, nor 
could your reserves have been placed 
on the 3 per cent. basis, had it not 
been that amongst other things you 
valued up the securities you had pur- 
chased above their cost by what they 
then represented in the market. Is 
that correct? A.—I would rather 
you put it this way. Had not the 
securities increased in value. We did 
not write them up. or rather what I 
mean to say is, the public wrote them 
up by valuing them at a higher rate 
and making them saleable on the mar- 
ket at a higher rate. Many of the 
bank stocks had increased in value by 
the addition of large reserves; banking 
institutions were all making large 
profits and as they increase their re- 
serves from year to year the value of 
these stocks go up. We would have 
been unable, as you say, to have paid 
off $1,200,000 odd to our policyholders 
and to have completed our reserves 
upon the 33 per cent. basis; you are 
quite correct in that ; but remember 
that we have been doing’ very 
effective work in changing our re- 
serves in anticipation of the date 
required by the Dominion Govern- 
ment. That is one of the points 
upon which we have been criticized and 
that action is something for which I 
am quite willing to take the credit, 
although it does not lie at my door. 
It was the policy of changing the re- 
serves— 

Q.—Perhaps you wil] let me come to 
that subject after a little. We have 
not got to the reserves yet. What I 
really want to get from you is this; 
do you think, as a matter of prin- 
ciple again, that an insurance com- 
pany before it has realized upon se- 
curities that it purchased, should put 
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them up or down in its books accord- 
ing as the stock market fluctuates, and 
divide on that basis amongst its share- 
holders? A.—We did not divide, and 
that is what the public are complain- 
ing of. We put it in the vaults to 
provide against contingencies. 

Q.—We mean adding to your re- 
servesP A.—Yes. 

Q.—You did appropriate it for some 
purpose? A.—We created a liability 


by holding that money as a reserve for 


our policyholders and that’is an argu- 
ment in favor of the conservative and 
strong policy that we have adopted. 
Q.—You have upon your books to- 
day, I take the 3lst December, 1905, 
an apparent surplus of $393,000. That 
we will say represented the value of 
your securities as they appeared in the 
market? A.—On the 3lst December. 
Q.—On the 3lst December, 1906, 
those securities have gone up in value 
to say $1,000,000, and you at once in- 
crease your $393,000 so that on the 
38lst December, 1906, you have $1,- 
393,000 as a surplus. In January, 
1907, a wave of depression occurs and 
they go down 2 millions. If you have 
divided or handed out that, are not 
your policyholders and the public 
frightened by seeing these possibly 
large variations from day to day or 
month to month in your assetsP A. 
—We do not think so. These remarks 
apply not only to the $393,000 but to 
the whole $31,000,000 that we have. 


There may be fluctuations in them. As ~ 


I have already explained, that $393,- 
000 of surplus left at the end of the 
quinquennium after completing the 
change of our reserves is comparative- 
ly small, but that is just after paying 
out these quinquennial profits to the 
policyholders and after completing the 
reserves, and that is the explanation 
of it. Probably at the end of this 
year there will be no division of pro- 
fits to make, or just the policy that 
have their quinquennium in this year, 
and there will be a very substantial 
addition to that reserve and that will 
go on for each of the five: years of 
the current quinquennium. 

Q.—What I want to get at is this, 
should not a company only show the 
»rofits that are made upon an invest- 
ment when it disposes of that invest- 
ment and not show profits from time 
to time, imaginary profits, because they 
are not made, while the security stands 
on its books? A.—We do not think 
they are imaginary. We think they 
are very real. 

Q.—You understand the point how- 
ever. You show when you sell a se- 
gurity that you have made or lost upon 


e 
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your investment. More often you 
appear to have made, one is happy to 
say. You show that because you 
have got rid of that altogether and it 
is a certainty that on that particular 
Investment you have made 5 or 650 
thousand dollars as the case may be. — 
But while the security stands upon 
your books, is it any better or any 
worse necessarily by reason of the fluc- 
tuations of the stock exchange, does 
it mean anything more to you in in- 
terest? A.—Yes, it does; take for in- 
stance the Bank of Montreal stock; 
its intrinsic value is greater than it 
was at the end of the previous year; 
its market and intrinsic value both, 
and its selling value. 

Q.—The Bank of Montreal paid you 
when you had it on your books at the 
oid figure, 10 per cent. on its par 
value, and it pays you 10 per cent. on 
its par value while you have it on the 
new basisP A.—Yes. 

Q.—You get no more interest out of 
the Bank of Montreal stock, whether 
you put it at a higher or lower figure? 
A.—Well, but is that any reason? 

Q.—What I want to get at is the 
view you take in regard to the sale of 
securities or the retention of them. Is 
it right for an insurance company ta 
have a possible fluctuation from day 
to day of, in a company as large as 
yours, with its hundred million of as- 
sets, possibly a variation in the case 
of a serious depression in the market, 
of two or three million dollars by rea- 
son of fluctuations in the stock ex- 
change, when you are quite strong 
enough to hold those stocks until they 
come back? 

MR. WATT: Do not say stock ex- 
change, because stocks are a small pro- 
portion of our assets. 

Q.—Stocks and bonds? A.—There 
are other securities. 6 millions of 
mortgages. 

Q.—Quite so, but do you think there 
should be the possibility of that ap-° 
parent shrinkage, when it is only ap- 
parent, or apparent increase, when 
it is only apparent, until you have 
sold, because it may come back; do you” 
think that should be shown at all, do 
you think you ought to make any 
change? (Mr. Cox answers.) <A.— ~~ 
Would you suggest that we should - 
write these things down to or leave 
them at their market value in the - 
books notwithstanding the fact that - 
they have increased in value? We 
have to make a statement in that way 
for the Government Department; they 
require it. 

Q.—I would suggest—I may be all 
wrong—that you should keep them at 
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their cost value and until you dispose 
of them you should not write them up 
and take credit for them in your an- 
nual or other statements. I do not 
mean that you should not show that 
you have got over and above the cost, 
this book value, but it should not be 
shown as an asset that could fluc- 
tuate. Mr. Watt says that if it went 
below the value how would you provide 
for the loss. It might be wise to 
leave it just where it is as long as it 
was bringing you in a good rate of in- 
terest. They should be left at their 
cost value, that is my suggestion. A. 
All the companies pursue the same 
policy that we do. 

Q.—I am not saying that you are 
exceptional. I am asking whether it 
would not give you greater stability 
to have the value of securities left at 


cost. ; 

MR. LANGMUIR: In that connec- 
tion I would like to ask the Senator 
whether a stock that could be sold at 
a large premium should not be real- 
ized, and the realization including 
that premium, invested in a stock such 
as municipal debentures? Realize on 
your large premium when you have 
made a big profit? A.—It might be 
wise to do that, your honor, but the 
result of our banking stocks, in which 
the larger increases have occurred, 
has been very profitable and we think 
that institutions like the Imperial 
Bank, the Bank of Montreal, the Bank 
of Commerce and other banks, in look- 
ing over our lists you will see a very 
exceptional lot of bank stocks and we 
think they will increase in value 
rather than decrease. 

Q.—They have got very high, you 
know? A.—They are very high, but 
in nearly every case the increasing 
price is represented by an increasing 
dividend and a reserve. Most of 
these banks have 100 per cent. of re- 
gerves more and I think their state- 
ments do not exaggerate their value 
at all. 

Q.—I was only speaking as a matter 
of absolute safety, if you could sell a 
stock at a larger premium, whether 
it was not better to sell some of them 
and put it in something that has a 
fixed value? A.—If it were a fluc- 
tuating stock it would be right and I 
quite concede what you say, your 
honor, but our bank stocks have been 
so profitable to us and we think there 
is a great growth, if you compare our 
bank stocks here with bank stocks in 
the United States and in the United 
Kingdom you will see that their fig- 
ures are much higher than ours in 
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value and we think that the same re- 
sult will occur with bank stocks in 
Canada. 

Q.—You do not think there will be 
a reaction? A.—It will only be tem- 
porary and to an institution that can 
afford to hold, if they do go down in 
price, we are always protected against 
any serious results, we will just show 
at the end of the year a less surplus, 
that is the only way it will affect us, 
and our surplus is always fluctuating 
because it starts at the beginning of 
@ quinquennial period and goes up to 
the fifth year and then goes down 
and keeps repeating that all the time. 
When we pass through a quinquennial 
period where the fluctuations, the 
shrinkages have been severe, we just 
have a less amount to divide. It 
would not affect us in any other way. 

(At 2.15 adjourned for one hour.) 


AFTERNOON SESSION. 


Resumed at 2 P.M., June 5th, 1906. 

Examination of Hon. George A. Cox 
continued : 

MR. HELLMUTH: I do not know 
whether I did make it quite clear, I 
tried to, that in the statement of the 
3lst December, 1905, the surplus of 
$393,000 odd was only so provided the 
$548,000 of the market value of the 
bonds over book value was taken into 
account? A.—yYes sir, that is quite 
true. 

Q.—So that of that $548,000, $156,- 
000—I said $160,000 but I was a little 
too high—$156,000 was used either for 
making up the reserve or on dividends 
to policyholders or stockholders? A. 
—That increased value of the securi- 
ties. 

Q.—Yes, to that extent was used? 
A.—Yes, used in making up these fig- 
ures. I would like to make it clear 
here that the Government require us 
to put these things in at their value 
either up or down. | 

Q.—I quite understand the Govern- 
ment require you to show the market 
value as well as the book value? A.— 
Yes. 

Q.—But the Government do not re- 
quire you in your statement of assets 
and liabilities to your shareholders to 
take into account the market value, 


you could, if you liked, take in the 


lower value, the cost value? A.— 
We would not be making a correct 
statement of our assets and _ liabili- 
ties if we did, somebody would be 
charging us with sticking things out 
of sight, and having hidden assets. 
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‘Q.—If you put in your sharehold- 
ers’ statement, the value of your as- 
‘sets, stating them to be the book 
value and that the-market value was 
.a good deal more you would not be 
hiding anything away? A.—I do not 
think, if you would permit me to say 
so that it would be fair to our policy- 
holders and shareholders to show our 
assets at less than their actual value. 

Q.—It must get back to this, that 
they must fluctuate from day to day 
as the various exchanges or values 
fluctuate? A.—Yes, we do that at 
the end of every year, we would have 
‘to reduce them if they were reduced 
in value on the market. We advance 
them the same way. That shows it 
fairly. 

Q.—You might, for instance, make 
more or less profits in a year, you 
might not have disposed of a single 
security, and your securities might 
“be bringing in just the same interest 
to you, but because the value on the 
exchange had dropped you might have 
to wipe out that entire profit? A.— 
It is an increase in the values, not on 
-the stock exchange alone, for instance 
bonds increase and decrease in value 
according to the market value very 
much, 

Q.—But that is the market value? 
A.—For instance British Consols will 
come away down; they have fluctuat- 
ed perhaps 20 per cent., more almost 
than any other security, than any 
other high-grade security of that na- 

-ture. They are not worth any less 
from that standpoint, and still we 
have to write them down. Some of 
the Scotch Companies and English 

Companies holding large blocks of 

British Consols by reason of the de- 
- erease in the value were very seriously 
- affected. From your standpoint these 
securities were worth just as much 
- when they were down to eighty— 

Q.—If they were paying the same 
interest? A.—That was the case, no 
change in the rate of interest. 

Q.—And if they came back the com- 

- pany would be no worse off eventual- 
ly? A.—But in the meantime in the 

Insurance Department they would not 
~ be permitted to value them above the 
price at which they were selling on 
the exchange. 

Q.—That is not the case hereP A. 
. —It is the reverse case. 

Q.—You are allowed so far as the 
Department is concerned to value at 
- the book value, the cost valueP A.— 
We put them in at the book value and 
at the market value both, we are re- 
» quired to do that. 


‘ 
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Q.—You have to show that? A.— 
Yes sir. 

Q.—We were dealing before with the 
increase in the expenses of the com- 
pany owing to your policy of strenuous 
—shall I call it, development being 
pursued—I think you took the entire 
responsibility for that ? A.—Yes, I take 
the entire responsibility for a legiti- 
mate extension of the business. 

Q.—And I suppose you will take the 
responsibility for what was the corol- 
lary of that extensive business A.— 
Will you let me explain here that the 
full cost of that business the new 
business that we are doing is charged 
to that business and will be paid by 
the new policyholders that we are get- 
ting, not by the policyholders— 

Q.—Meanwhile it re-actg on the old 
policies? A.—No, it does not, the ac- 
tuary will be able to show you that the 
cost of getting the new business is 
chargeable to the new business and the 
putting up of the reserves is charge- 
able to the old policyholders whose re- 
serves have been increased. The new 
business starts out upon a three per 
cent. basis. That you may criticize as 
another very conservative step. The 
Government only. requires us to hold 
our reserves upon new business— 

Q.—I was coming upon that ques- 
tion of the reserves later; meanwhile 
as a matter of actual fact the expenses 
of the company had more than doubled 
since 1895? A.—Doubled in amount 
or in percentage? 

Q.—No, in amount? A.—TI hope to 
see it double again in ten years. 

Q.—You hope to see it double again? 
A.—Yes, I hope to see the business 


' correspondingly large. 


Q.—You do not hope to see it double 
again in percentage? A.—I hope to 
see the business double and _ conse- 
quently the expenses. 

Q.—But you do not hope to see the 
percentage double or even go up a 
third in ten years as it hasP A.— 
The result of our policy will be a stead- 
ily decreasing percentage. 

Q.—You said that, although up to 
date it has been a steadily increasing 
percentage? A.—Not quite up to 
date, because I just got the balance 
sheet up to this date, and we are de- 
creasing our expense ratio. 

Q.—That is 1906? A.—Yes. 

Q.—We have not got those figures? 
A.—No. 

Q.—But up to 1905 it was in in- 
crease? A.—Yes, because our business 
increased from four millions to thir- 
teen millions. 

Q.--I do not know whether you are 
or have followed at all the increase in 
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expenses} the operating expenses of 
the. business in 1895 were $479,000; 
they were even less in 1896, they had 
gone down to $381,000; they kept be- 
low the first figure in 1897, $423,000; 
in 1898, $439,000, in 1899, $477,000. 
During the period therefore from 1895 
to 1899, or five years, the expenses of 
the company, although it was increas- 
ing its business, were not increasing 
themselves? A.—I do not remember 
what increase was made during these 
five years. I do remember what was 
made in the five years last past. 

Q.—That we can get afterwards; 
but whether there was or was not an 
increase you recognize that fact that 
the company were not increasing 1ts 
actual expenses at all during those 
years, those five years? A.—It de- 
pends upon the business. Let me il- 
lustrate that by an illustration I have 
used. Suppose we decided to do no 
business at all, just to keep our re- 
newals, we could do our business at 
about 6 per cent. 

Q.—Will you let me just interrupt 
you a minute, how could you do your 
business at 6 per cent. if you pay 73 
per cent. for renewals? A.—Because 
we do not pay 74 per cent. upon all 
our renewals. If we were stopping 
business we would not pay 74 per cent., 
we would simply let the policyholder 
pay his premium at the head office and 
we would just have the cost of the 
office staff to pay their salary—I am 
speaking now, I am _ not suggesting 
that policy at all but I am doing it to 
illustrate the point that the expense 
ratio in a life company does not seem 
very much. Ten per cent. or 8 per 
, cent. might be under one circumstance 
a very high rate and 30 per cent. under 
another circumstance might be a very 
low rate. 

Q.—You will hardly say in the face 
of the literature of the Canada Life 
that the Canada Life stood still from 
1895 to 1899? #<A.—I will say this that 
in the last five years from 1900 to 
1906 there has been pretty nearly as 
much business put on the books during 
that time as there was in the previous 
half century. 

Q.—I am not dealing with the pre- 
vious half century, I want you to con- 
fine yourself to a period of ten years 
from 1895 to 1905, and I ask you 
whether you think it would be fair 
to characterize the business of the 
Canada Life from 1895 to 1899, those 
five years, as a stagnant. business? A. 
—No, I would not. 

Q.—Then it was going ahead? A. 
—It was going ahead this way, it has 
always been voing ahead a little. 
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Q.—And it was going ahead then? 
A.—Yes. 

Q.—And during that period, al- 
though it may not have gone ahead 
anything like the rapidity with which 
it did in the next five years when you. 
came into control, let us fix this, it 
did go on in those five yearsP <A.—. 
Yes, and we could go ahead just the. 
same and keep the expense ratio down. 


Q.—And in those five years it went. 
ahead withgut increasing its expenses, . 
because the expenses started in 1895. 
with $479,000, and they never were as. 
high during the whole five years, and 
the next highest was in 1899, when its. 
expenses were $477,000—how do you 
explain thatP A.—I think I have- 
already stated in my evidence that you 
can make a moderate increase and at. 
the same time decrease your expense ra- 
tio, but my policy has been to make - 
a more substantial increase in the busi- 
ness, and it is that substant‘al increase - 
in the business that has made the ex- 
pense ratio for a time somewhat high- 
er. If we do the same business this.. 
year as we did last year we will be 
making good progress and we will be.- 
reducing our expenses. If on the~ 
other hand we seek as we have every 
year for the last five years to show an 
increase over the corresponding years - 
then our expense ratio, will gradually 
climb up. If on the other hand we- 
decide to do two or three million dol- 
lars less our expense ratio will go down. 

Q.—In 1900: the expenses went up- 
from $477,000 in the previous year to-. 
$653,000, very nearly $200,000; that 
was quite a large jump? A.—An- 
swering and explaining questions like~ 
that without having the figures before - 
you— . 

Q.—Assuming these figuresP A.—- 
The actuary has just reminded me. 
that in that year $100,000 practically, 
ninety odd thousand dollars, was used 
for the purpose of buying an annuity 
for the retiring President. 


Q.—Was. that charged to the ex-- 
penses of the year? A.—Certainly. 

Q.—The entire expense of the an-- 
nuity charged to.that.one year? A.— 
Yes sir. f 

Q.—So that Mr. Ramsay’s annuity 
now is no charge upon the funds? A. 
—No sir. 

Q.—No longer? A:—No sir. 

_Q.—Then in. the next year, 1901, you~ 
did not buy an annuity that year? A. 
—No sir. 

Q.—Your expenses. went up from-. 
$653,000 to a. little above that, $657, 


000? A.—How much did our busines . 


go up: that year?- 
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Q.—Your premium income that year 
was $2,476,000? A.—Let me make 
another statement here; when you 
speak of our expenses in 1900 or 1899, 
as compared with 1906, we have a 
much larger income to pay commis- 
sion on, there are so many things to 
be taken into account to get an intel- 
ligent comparison. 

Q.—It is perhaps fair to say what 
your premium income was through 
those years; your premium income in 
1895 was $2,007,000; when your ex- 
penses were $479,000; it was $2,026,- 
000 in 1896; it was $2,088,000 in 1897; 
$2,167.000 in 1898? A.—Remaining 
‘very much the same. 

— Q.—$2,164,000 in 1899? A.—Just 
‘going along about the same. 

Q.—It has gone up from $2,007,000 
to $2,164,000, that is a ue in those 
-years of practically $160,000 in prem- 
jum income. In 1900 your premium 
‘Income was pa ens then your ex- 
-penses are, including that annuit 
$653,000. In 1901 your premium ee 
‘come is $2,476,000; it has gone up 
“$100,000. That is to say it has gone 
‘up very nearly, or about two-thirds 
‘in that year, of what it did in the pre- 
‘ceding five years—you see that? A.— 
What year are you speaking of now? 
_ Q.—1901, your premium income has 
increased from $2,380,000 to $2,476,- 
000, in round figures $100,000; that 
is about two-thirds of the increase of 
the preceding five years? A.—-I fancy 
there would be a corresponding in- 
aa a new business. 

.—Your operating expenses are 
$657,000, or nearly $900,000 more than 
they were during the last of the five 
years; you have increased your ex- 
penses even greater than your prem- 
jum income; then in 1902 your prem- 
lum income is $2,615,000? A.—There 
you have the explanation. 

Q.—No, because look your expenses 
have gone up to $775,000, they have 
gone up $125,000, and your whole 
premium income did not go up $125,- 
000; your expenses have gone up in ac- 
tual greater figures in those two years 
than your premium income; you have 
eaten up all your excess of premium 
income and something more in those 
two years in increased expenses? A. 
—If you will let me take these figures 
and go into them with you. 

Q.—I do not know whether you have 
ever followed it out? A.—I have fol- 
lowed it out, and I have given you my 
defence, and it is perfectly legitimate; 
any person will understand that if 
you increase your business, if you put 
during the years you are now, consider- 
ing we have put, as I say, 40 per cent, 
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of our entire business on our books; 
we have done that largely in a foreign 


field where we are laying the founda- 


tion of a large and profitable business, 
and during the years in which we are 
laying that foundation our expense ra- 
tio suffers. 

Q.—Do you expect that that future 
profitable business in those fields will 
benefit the existing Canadian policy- 
holders? A.—It will neither benefit 
them nor injure them. 

Q.—Why should you take money to 
do that profitable business from the 
Canadian policyholders? A.—We do 
not take it from them. 

Q.—But their profits are reduced? 
A.—Their profits are reduced for two 
reasons, by the shrinkage in the rate 
of interest, which amounts to over 
three million dollars in each quinquen- 
nial period, and by the change in the 
reserve. 

Q.—Have the increased expenses of 
the company nothing to do with the 
fall in profits? A.—It has nothing 
to do. 

Q.—Absolutely nothing? A.—No. 
What I want to make clear to you is 
this, that the two branches of busi- 
ness—it is practically a new company, 
this new business starting out upon a 
three per cent. basis and starting into 
other fields is practically a new com- 
pany, and all the expenses are charge- 
able to that business, and it is only 
new policyholders that will be affected 


‘by that—a clean, clear cut line between 


the two, and the actuary will be able 
to demonstrate that to you as to how 
it is affected, and how it works out 

Q.—But if all these large expenses 
or increase in the expenses are to be 
credited to this new business in 1900 
and be kept entirely distinct from the 
business written before 1900, both as 
to your reserves and otherwise, will 
there be any showing whatever of pro- 
fit to date on that new business? A. 
Not very much. In_some of the 
years there will be a credit and in some 
of the years there will be a deficiency. 
The actuary can make that quite clear 
and plain to you in actual figures. 

Q.—Meanwhile in 1905 the expenses 
gh ne Canada Life are $1,087,000? A. 
—Yes, 

Q.—That is to say we have gone 
from $479,000 to $1,087,000? A.— 
To all these statements I can only give 
you the same answer. 

Q.—It is on account of new business? 
A.—Yes, on account of the extension 
and the old policyholders are not af- 
fected by it. The completion of the 
change of reserve covers one very im- 
portant point that will help in future 


1054 ROYAL COMMISSION ON 


35th day, June Sth, 1906. 


in place of hindering the distribution 
of profits, but the decreasing rate of in- 
terest will continue to have a serious 
effect upon the dividend paying abili- 
ties of the company, but that decrease 
in the rate of interest will be to a 
very considerable extent overcome by 
the $2,560,000 that is now in the vaults 
of the company earning interest and 
that will help the profits and help to 
make up for the decreasing rate of 
interest on the general funds of the 
company. 

Q.—Can you tell me at all about 
what amount of the business written 
prior to 1900 is likely to be on the 
books of the company in 1915? A.— 
We can give you that by our mortality 
table, and we could tell you— 


Q.—Have you ever figured on that 
a allP A.—I suppose the actuary 
1as. 

Q.—About what? A.—I could not 
very well tell that, because we do not 
know how much new business will be 
added. 

Q.—Leave out the new business? 
A.—We can make an estimate accord- 
ing to our tables of mortality on the 
expectation of claims there are going 
to be, they may be more or less, the 
chances are they would be less than 
the expectation. 

Q.—Stopping the entire business of 
a company at a given year, in 15 years 
from that what proportion would or- 
dinarily be left upon the books? A. 
—That depends so much on the age— 


Q.—All the ten year and all the 
15 year payment business would be 
gone? A.—That is endowment busi- 
ness. 

Q.=-Yes? A.—We could tell you 
that. The mortality table could be 
looked at, but you must know the age 
of every policy. 

Q.—A very considerable portion at 
all events will be at an end in 1915 of 
that business? A.—Yes sir. 


Q.—You expect that? A.—We do 
certainly, that goes without saying. 

Q.—During the continuance of that 
old business there is no question that 
those policies that become claims in 
these years, or did become claims 
since the reserve was changed have 
suffered a considerable diminution in 
profits? A.—That is true, but I ex- 
plained that the other day; we con- 
sidered that question changing our re- 
serves.. My contention was this in 
arriving at a decision in that matter. 
Policyhoders who have been in the 
company for many years their prem- 
iums have not only been wiped out by 


. to retire? 
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the application of profits, but they 
are actually in receipt of a good, large 
annunity in many of the cases of our 
old policies, the profits in the past 
to the shareholders of the Canada Life 
have been larger than they should 
have been, and if they had paid a 
bonus of 2 per cent. per annum dur- 
ing the whole history of the company 
we would have done that, and we 
would have changed our reserve to 
the 33 per cent. basis without af 
fecting our ratio of profits at all; in 
other words we could have continued 
the 2 per cent. rate all through these 
periods if we had kept that two, but 
we paid in some years, I think for 
ten or 15 years, 2} per cent, and for 
one 5 year term we paid 2 5-8 per 
cent. It was the excessive profits 
paid in those years that made it neces- 
sary in order to make the change to 
the more severe basis of reserve, | 
made it necessary to reduce the pro- 

fits. We would not have had to re- 
duce them if we had kept on the even 
2 per cent. basis all the time, it would 
have compared very favorably with 
all other companies doing business, 
but the company was forming the 
higher rates of interest, and favorable 
mortality and all that, and it made 
these high profits. 

Q.—The company never paid any 
profits it did not earn? A.—No sir, 
but it paid very close to what it did 
earn, and it should not have done it 
in my opinion. 

Q.—That is rather a reflection upon 
the management of those days?. A. 
—You may call it that if you like, I 
think it was a mistake, and what I 
regret, is, perhaps some _ persons 
think that I was anxious to take the 
Presidency of the company at the 
time I did. I was exceedingly anx- 
ious not to take it for four or five 
years later anyway; at that time my 
predecessor would have been ap- 
proaching 80, and he would have been 
willing to retire, as he was at the 
time of course, but I mean he natur- 
ally would have been— 

Q.—He would have been more ready 
A.—Yes, and he would 
have had the credit or the blame or 
the criticisms I have in changing 
their reserves. é 

Q.—He may not have fallen in with 
your ideas? A.—Yes, he would have 
had to do it—let me say he did fall in 
with it, and he is on record recom- 
mending it, and he commenced it_be- 
fore he retired, but he retired just 
before the time when the announce- 
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ment had to be made to the public 
that the change had been made. 

_Q.—There was absolutely no neces- 
sity in law to make the change when 
you did? A.—There was no_neces- 
sity in law to do it, but it wag done 
as a matter of judgment. 

Q.—The Act provides that the re- 
serves should be computed upon the 
44 Hm. until 1910?- A.—Yes. 

Q.—And the Act further provided, 
as you well knew, that from 1910 to 
1915 they could be calculated upon 
the 4 per cent. Hm. table, is that cor- 
rect? A.—It is correct, so far as the 
Canada Life is concerned if we had 
maintained the-rate of reserves on 
the old basis we could not have done 
the business in United States, and 
we would have been at a very great 
disadvantage in doing it in the Unit- 
ed Kingdom where many of the com- 
panies hold their reserves upon a 24 
per cent. basis. 

Q.—But so far as the Canadian 
insurer in the Canada Life was con- 
cerned there was no obligation upon 
you, no legal obligation upon you, to 
change the reserve when you did 
change it? A.—And there was no 
legal prohibition against doing it. 

Q.—I am not disputing that, I 
say there was no legal compulsion to 
do it at the time you did it? A.— 
No, it was a matter of discretion to 
a large extent, but as I say we were 
impelled by different considerations ; 
one of the considerations is we would 
have been at a disadvantage, and we 
could not have done business in the 
States; in England we might as well 
not have gone there where companies 
hold their reserves upon a 23 and 3. 

Q.—And it might have been a con- 
sideration for the English business to 
have gone down to 24 or 2 per cent— 
there was nothing to stop you, there 
was no legal barrier in the way to pre- 
vent you putting them at 2 or 23? 
A.—On the English business ? 


Q.—On all the business, there was 
nothing in law that prevented you go- 
ing as low as you liked? A.—No sir, 
we took what we thought was a med- 
ium. 

Q.—As a matter of fact it was a 
mere matter of choice, and the direct- 
ors whom you controlled, as you have 
said, in anticipating the Government 
standard—  A.—Will you allow me 
to read a letter of my predecessor ? 


Q.—I will very much, but I won’t 
promise to get through as early as I 
thought I would? A.—A very impor- 
tant fact in connection with this my 
attention has just been drawn to; dur- 
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ing the years 1899 and 1900, and that 
is the time that this thing was under 
very serious consideration, the time we 
would take for changing these reserves, 
the persons who had been engaged in 
the investment of money will remem- 
ber that during those two years the 
rate of interest was very much lower 
than it had been for some years pre- 
vious and for some years after. Our 
average rate of interest earned in 1899 
was 4.24, You would not advise hold- 
ing our reserves upon a 43 per cent. 
basis during a period of that kind. In 
the following year it was 4.25. We 
thought, and we had at the time—we 
took a great dea] of trouble to get the 
Opinion of leading financial men all 
over the country, we got from them an 
expression of opinion as to the rates 
that should be adopted in the change 
of our reserve, and their opinion as 
to the future earning power of money, 
and with the experience through which 
we were then passing the general opin- 
ion was that we were going to have a 
steadily decreasing rate. The great 
prosperity that came to the country 
and the great development of our 
North West and the great growth of 
the country had falsified that predic- 
tion, but that falsification in all pro- 
bability is only for a few years, that 
is to say the rate of interest will surely 
get lower over a term of years, and a 
life insurance contract is for 40 to 50 
years; people who are insuring this 
year their policies will be maturing 
50 years hence, and we have got to 
keep in mind— 

Q.—That would all apply to the new 
business written since 1900; what ap- 
plication could the 50 year period have 
to the business that was written in 
1870 or 1880—I do not see the connec- 
tion—I quite understand you were put- 
ting your rate of reserve down for the 
new business? A.—But for the old 
business— 

Q.—You have just said you had to 
fix a rate of interest for 50 years, that 


would not apply to the old business? 


A.—I¢t will apply to a part of it. 
Q.—A very trifling part in 50 years? 

A.—We have got policyholders that 

have been with us 60 years, 59 years. 


Q.—50 years from now the main poli- 
cies written in 1880 and 1890 and along 
there would all be swept off your books 
unless you ensure long life with a pol- 
icy? A.—I cannot tell how long. 

Q.—However that was your idea in 
bringing your reserves down? A.— 
Yes sir, it would have been impossible 
for us to stop on the 44 with the rate 
of interest we were then earning. 
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Q.—However, as I understand you. 
there was no compulsion, you had a 
perfect right to go on and value, if 
you had chosen, every policy in your 
books at 44 up till 1910, you could have 
done that, or you could, as you say, 
alter them at one swoop to 3} if you 
chose P A.—Yes, we altered them 
spread over a period of 15 years. 

Q.—By 1901 you had your entire 
business, old business, on the 33 per 
cent. basis, had you not—by exhibit 
193 it is shown that in 1901 you had 
your entire old business on a 3} per 
cent. basis? A.—That is correct; it 
did not have any effect in our Pro- 
vince till 1904. 


Q.—Within one year, the Act had 
passed in 1899 and before the close of 
1901 or by the close of 1901 all your 
business had gone upon a 34,per cent. 
basis, is that the factsP A.—Yes, but 
we were just at the end of a quin- 
quennial distribution of profits, and 
that money was used for the purpose 
of changing the reserve. 


Q.—If you had not voluntarily, for 
such reasons as seemed good in your 
judgment, done that you would haye 
had much larger profits to distribute 
at the end of the quinquenniumP A. 
—Temporarily we would. 


Q.—So that temporarily at all events 
you had to take from the moneys that 
would have gone to the policyholders 
to strengthen your reserve, tempor- 
arilyP A.—yYes sir. 

Q.—And that would have much less 
affected those policyholders whose poli- 
cies became claims during those years? 
A.—If we were legislating— 


Q.—That could have been done with 
the power you had in a manner that 
would have much less seriously affected 
those policyholders whose policies be- 
came claims during the earlier years? 
A.—If we were just considering the 
case of a limited number of policy- 
holders that would become a claim in 
those few years then it would have 
been for better them, but we have to 
deal with the whole of our 50,000 pol- 
icyholders. 


QO. Asia HS of fact I do not 
know whether the figures would be 
right, and that I will have to verify 
with your actuary, but I am told that 
any one whose policy, say a policy of 
$5,000 became a claim within one or 
two of those first quinquennial periods, 
that is between 1900 and _ 1910 
would lose on_ possible profits, 
although we have to guess at that, tem- 
porarily at all events—he would lose 
permanently, because fhe would not 
get it back—anywhere from $500 to 
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$1,000 in his profits—could you imagine 
that would be possible? A.—That 
would be possible, but my defence of 
that is this, that if that man had been 
a policyholder for 30, 40 or 50 years 
he would have already received such 
exceptionally large profits that he 
would have no reason to complain. 


Q.—But that is only because you say 
the old management gave him _ too 
much; he does not think they did, he 
thinks the old management only gave 
him what he was entitled toP A.— 
Will you let me read what the Presi- 
dent of the old management says? 

Q.—I ‘will, subject to the same re- 
mark? A. This is a reply to a let- 
ter written by the Superintendent of 
Insurance, Mr. Fitzgerald, of Ottawa, 
to Mr. Ramsay, asking his opinion of 
the legislation that took place in 1899. 
Mr. Ramsay says, it is dated Qth 
December, 1898: ‘‘I am in receipt of 
your favor of the 6th, and thank you 
for your courtesy in inviting my views 
as to an amendment of the Insurance 
Act, providing for a lower rate of in- 
terest than 42 per cent. for Life Com- 
panies’ Reserves. Of the propriety 
and desirability of that, there can, I 
think, be no question, ‘and the fact 
that nearly every Canadian company 
has already. without legal compulsion, 
adopted to a greater or less extent, 
the lower rate of 4 per cent. is evidence 
of the general acquiescence in that 
view. We and all companies find 
great difficulty now, in obtaining satis- 
factory investments to yield rates vary- 
ing between four and five per cent., 
and as it is evident that these rates 
are more likely to be diminished, rather 
than increased in the future, my im- 
pression is that Companies should look 
forward to the basis of an interest rate 
not exceeding 33 per cent. An in- 
stant adoption of that rate would pro- 
bably be a measure of too heroic a char- 
acter for any Canadian company, and 
my suggestion would rather be that 
the present rate of 44 per cent. should 
be changed to 4 per cent., upon all 
business existing at some such date as 
say the 3lst of December, 1899, to be 
further changed to a 34 per cent. on 
that business within say five years, 
end that all new business after the 
date named should be upon a 33 per 
cent. basis. While such changes would 
probably affect to some extent, the pro- 
fit returns to policyholders, they would 
so manifestly be in the really best 
interests of the assurers. as well as the 
safety of the companies themselves, 
that they would, I think, quickly prove 
acceptable to everybody.’ That is a 
letter written by the late President 
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of the company. In saying that the 
company declared and paid too much 
profit in past years I do not wish that 
to be regarded as any reflection upon 
the late management of the company, 
but I say if Mr. Ramsay were here to- 
day he would feel just as I have ex- 
perienced myself, that the rates paid 
during the time—we could buy, for 
instance, municipal debentures at a 
discount, 6 per cent. debentures at a 
discount and get 8 per cent. on mort- 
gages; profits paid during times of 
that kind were larger than they should 
have been in the light of to-day when 
we cannot get 4 per cent— 

Q.—But you were not getting any- 
thing like an average rate of 6 per 
cent. in 1890?  A.—Not in 1890, but 
we were holding our reserves upon a 6 
per cent. basis, away back in the early 
history of the company. 

Q.—And you altered your reserves in 
the early history of the company from 
6 down to 4% per cent. basis without 
doing away with profits, in the early 
years? A.—But you won’t forget that 
during those years the high rate of 
interest enabled us to do that. 

Q.—But as a matter of fact the 
change was brought about in the ear- 
lier years, or was caused by the reason 
of the drop in interest, that was why 
you changed your reserves in those 
earlier years? A.—Very likely. 


Q.—Yet notwithstanding that you 
were able to make that change in those 
years and continue your profits? A.— 
In the earlier years of the company the 
amount of reserves that we put up al- 
together were very small; if you will 
look at the dates of some of these 
changes when the total assets of the 
company were perhaps seven or eight 
hundred thousand dollars altogether, 
you will see it was not a very serious 
matter to change the reserve then, but 
when you come to change the reserve 
on one hundred millions of business it 
is quite a different matter. 

Q.—Why could not you have said in 
1900, there is 15 years to get this busi- 
ness down from 43 to 34 per cent. re- 
serve, that is one per cent., we will 
take one-fifteenth of one per cent. a 
year and write it, would not that have 
left the policyholder with his profits 
in each year? A.—We could have 
done that, but in my judgment it 
would have been a mistake, and an 
injury to the company as a whole. 
That was the opinion of the leading 
actuaries in England and in the Unit- 
ed States; it was the opinion of lead- 
ing financial men throughout this 
country. I can give you a large num- 
ber of letters, you will see, where we 
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communicated with different men and 
got their opinions, finance ministers, 
ex-finance ministers, and leading fin- 
ancial men all over the country, and 
the consensus of opinion was in favor 
of doing what we did, with the excep- 
tion of some, an English actuary espe- 
cially, the most eminent actuary in 
Great Britain, his opinion was we 
should have passed our dividends alto- 
gether and gone straight to the 33 per 
cent. reserve without paying anything 
at all, and he has stated even now 
since this criticism that we made a mis- 
take, that we paid three-quarters of 
one per cent. bonus on those years in 
place of doing that. As I mentioned 
the other day, eight of the leading 
English companies have adopted the 
policy of absolutely passing their divi- 
dends altogether, and going straight to 
the reserve, and we took the medium 
course; you think we should have gone 
a little slower, others think we should 
have gone a little faster; that is pretty 
good evidence we just struck it about 
right. 

Q.—Did it ever strike you to ask the 
policyholders how they would have 
liked the change made? A.—Yes, sir. 

Q.—Did you call a meeting of the 
policyholders of the Canada Life to 
consider the change? A.—One of our 
policyholder directors 

Q.—Did you bring the policyholders 
together as a body? A.—We consulted 
many of them. 

Q.—No, no? A.—We did not bring 
them together. 

Q.—You did not call them together 
as a body and say, ‘‘Now we have this 
division to make and this change, how 
would you-like it? I+ would work out 
so-and-so in your profits if we did it at 
once; it will affect you very slowly in 
regard to your profits if we do it at the 
rate of one-fifteenth of one per cent. a 
year ?’? A.—We did not do it, but we 
had the opinions, and I can give them 
to you, amongst the leading policy- 
holders of the Canada Life, where they 
have placed themselves on record as in 
favor of the policy we adopted, and of 
our Board of Directors, one of our 
largest policyholders, not only a policy- 
holder director, but one of our largest 
policyholders, and one of our keenest 
and most intelligent business men, ad- 
vocated the passing of the dividend al- 
together to make 

Q.—But vou did not 
that? A.—No. 

Q.—So that we can throw his aside? 
A.—The majority did approve of it, 
the maiority approved of the policy. 

Q.—Of the course you suggested? A. 
—Of the course that was adopted. 


approve of 
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Q.—And of the course that met with 
your approval? A.—Yes, sir. 

Q.—-What met with your approval 
was the course that was carried out? 
A.—yYes, sir, I was entirely in accord 
with the policy that was adopted; I 
take the responsibility of all this. 

Q.—And there is no doubt that it did 
hit hardly those’ policyholders whose 
policies became claims? A.—I do not 
think so, I don’t think it did; I will 
tell you why; as I said before that they 
were very old policyholders, they had 
no reason to complain, if they were 
young policyholders, say they had in- 
sured 5 or 10 years ago, their repre- 
sentatives could nos complain because 
they had got a much larger amount of 
money out of the company than they 
had paid in. 

Q.—I do not see that answers the 
question at all; they had a perfect 
right to expect those profits, no matter 
what they got in the past or would get 
in the future( they had a perfect right 
to expect those profits to be paid 
them? A.—No, because it is not in 
the contract; we agree to.pay them so 
much, that is the face value of the 
policy, and profits may from time to 
time be credited to that policy; so that 
we kept strictly within the letter of 
the law, what we believed to be just. 

Q.—I understand what you say is 
this, you voluntarily went to a lower 
rate of reserve, and you would have 
been just as mueh within the letter of 
the contract if you had gone down to 
one per cent. reserve, you would say 
they could not complain of that? A.— 
No, sir. 

Q.—In fact they had no right to ex- 
pect any profits unless you choose to 
give them to them? A.—I do not 
think that is quite right; we did what 
was reasonable. 

Q.—What you thought was_ rea- 
sonable? A.—What we thought, and 
what a great many others thought 
was reasonable, and if we had gone 
to one per cent. no person would 
have thought it was reasonable, but 
the large majority of the people 
thought it was reasonable and think 
so yet, and many of these _policy- 
holders, more in our company than 
any other, have signified approval of 
the company by giving us_ increased 
insurance. I can take you over our 
books where our old _ policyholders, 
who scolded us because of the reduc- 
tion in profits, are insuring with us 
now, expressing themselves as_ satis- 
fied with the course adopted. 

Q.—Do I understand the view you 
take is that the policyholder is enti- 
tled to no profits except the directors 
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and yourself see fit to give to them? 
A.—That is scarcely a fair way of 
putting it. 

Q.—I do not think it is; they are 
entitled to profits if the profits are 
earned? A.—yYes, they are entitled 
to them within the lines that are 
reasonable and fair in the proper and 
conservative management of the 
company. 

Q.—Are these lines that are rea- 
sonable and proper and conservative 
and fair purely within the judgment 
of whoever may for the time being 
be in control of the company? A. 
—I think they are in every com- 
pany. 

Q.—You say you recognize an in- 
jury to those claims by this course 
of writing it down at once to 3}, to 
those who might become a_ claim, 
that they would have got less than 
they otherwise would have got if you 
had spread that over a period of 
years—there is no doubt about that? 
A-=No, sir. 

Q.—A policy you dealt with the 
other day, one affected perhaps as 
largely as any by this reserve, is the 
minimum policy; the minimum pol- 
icy has been affected considerable by 
this reserve; I have a_ sample here, 
cancelled, not issued, minimum pol- 
icy? A.—yYes. Will you read that 
on the policy. 

—‘‘Sum assured—Life with pro- 
fits, but subject to increase or di- 
minution, as expressed in the policy ?”’ 
A.—I want to show the minimum 
contract was fair on the face of it. 


Q.—You have on a number of 
those minimum policies already re- 
duced the face value of the policy by 
certain sums? A.—Will you give me 
the date. of the policy to which you 
refer, 


Q.—I have seen some, and I have 
seen notices to that effect, that the 
policy is reduced by $125, or is re- 
duced by $200, or something of that 
kind; I will get it if you want me? 
A.—No, I could explain that matter 
easily if you had a concrete case. 


Q.—I will take a minimum policy 
upon which the profit over and above 
the 14 per cent. had been declared in 
years previous to 1895—I take a 
policy of that kind, in which when 
the profits were declared the _policy- 
holder took his profits in cash, and 
after that date, there being not a 
sufficient amount owing to this 
change in reserve to pay the 11 per 
cent., he got a notification that the 
face value of his policy has been re- 
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duced; there is no doubt there have 
been many cases of that kind? A.— 
But you must remember— 

Q.—I only ask you first if those 
cases occurred? A.—(Takes up re- 
port of his address in the 59th annual 
report of the Canada Life Assurance 
Company). 

Q.—I have read that? A.—Are 
not you satisfied ? 

Q.—No? A.—Have you a mini- 
mum policy with us? 

Q.—I think I have? A.—At what 
age did you take your policy? 

Q.—I am not going to give myself 
away; I decline to do that, and I 
do not know that my policy is re- 
duced; I am not dealing with that 


MR. NESBITT: Then you see it 
is impossible without the actual 
policy to give it? 

MR. HELLMUTH: No, it is per- 
fectly plain to generalize in the way 
I put the question; you take a pol- 
icy taken out in 1880 with profits de- 
clared in 1885, the profits taken in 
cash’ in 1890, the same thing, profits 
taken in cash in 1895, the same 
thing if there were any profits in 
1899, that policy had its face value 
reduced, is that correct? A.—It is 
and it is not, it depends on how the 
profits were taken. 

Q.—I say profits taken in cash? 
A.—If you started on the minimum 
system, suppose I was explaining to 
you today the cost— 


Q.—I know, but I want to just get 
the fact of the policy in such a posi- 
tion as I place it, if I can get that 
from you—I take a policy in 1880 
for we will say $5,000? A.—Here is 
an actual result, 1897. 

Q.—Is that one in which the pro- 
fits were taken in cashP A.—You 
want the profits in cash? : 


Q.—Yes, and then I want to know 
if the face value of the policy has been 
subsequently reduced? A.—It certain- 
ly would be, if you had taken the pro- 
fits in cash, but this is what I want 
‘to explain to you, that when you took 
your policy in the first place you got 
under the minimum system about 
$12,000 for the same amount that you 
would have got $10,000 under the 
with-profits rate. 

Q.—I am quite prepared to accept 
that, but all I want to ask you is, and 
to get from you this fact, that 
a minimum policy in which the pro- 
fits were taken in cash, that is the 
profits over and above the 14 per cent. 
declared at each quinquennium, when 
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it came to 1900 and 1905 there 
not only no profits upon that neler 
over and above the 14, but the profits 
of the company did not amount to 
13, and the policy on its face was re- 
duced ? A.—That is strictly correct 
but will you not consider in that same 
connection and do us the justice to 
say, that that policy did not pay the 
full rate, that did not even pay the 
non-participating rate, 
_ Q.—But when you solicited that pol- 
icy you explained to the intending 
policyholder that he was only taking 
a half of the profits he might expect 
in reduction— A.—What does it say 
there? I explained that here very 
fully. I say we have been in the habit 
for years, we gave 24 per cent. per 
annum on the sum assured, we think 
it safe to assume we will give at least 
one-half that rate for the future. Act- 
Ing upon that assumption we give you 
the immediate benefit of the reduction 
in your premium, but with the under- 
standing that if from any reason we 
do not give 14 per cent.—if we give 
any less than 13 per cent. the differ- 
ence will be a lien upon the policy, or 
a deduction ; if we give more than 11 
per cent. it is an addition to the pol- 
icy. In point of fact through all the 
years from the time that policy was 
adopted down to 1899 there has been 
an addition at every quinquennial dis- 
tribution, and persons who allowed 
that addition to accumulate would 
have a considerable amount over the 
face of their policy even after the 
amount of the lien had been deducted. 
Q.—I have got that, and those per- 
sons who chose to take what you were 
willing to give them, the cash equiva- 
lent of the company’s addition over 
14 per cent., those policies who had 
taken advantage of that had the face 
of their policy reduced? A.—Those 
who had got the cash for the previous 
year and left the policy just at its 
face value up to that division, at a 
reduction of $5 a year on each thou- 
sand; we gave them 3 in place of 13; 
if we had given 13 there would have 
been no addition or reduction. 


Q.—And the next time they were re- 
duced a less amount? A.—yYes, $2.50, 
that is to say for the ten years during 
which this change was being made 
there has been $7.50 a year per thou- 
sand. 

Q.—That reduction has been made 
upon those policies in that way? A. 
—yYes sir, according to contract. 

Q.—I want to look at this contract, 
and tell me how you could have done 
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it; the contract reads: ‘‘The Canada 
Life Assurance Company in considera- 
tion of the written application for 
this policy, etc., which is hereby made 
the basis of this contract, and in fur- 
ther consideration of the premium of 
wuceis o' Dollars to be paid in advance, 
and of the payment at the head office 
of the company in Hamilton, Ontario, 
of a like sum, etc., during the con- 
tinuance of this contract, etc., hereby 
agrees and promises to pay ......... 
dollars in gold at its head office afore- 
said, etc., or in the event of prior 
death, to the said assured’s executors, 
administrators, appointees or assigns, 
together with such further sums, if 
any, as shall have been assigned to 
this policy by way of profits, pursu- 
ant to the rules and regulations of the 
company for the time being, (but sub- 
ject to increase or diminution when 
the policy becomes a claim)’’—those 
policies have not become claims you 
have reduced, you have notified that 
they are reduced? A.—Yes. 


Q.—How do you do that under con- 
tract? A.—Why cannot we do it? 

Q.—I want to know why you do it? 
A.—It surely reads that way. 

Q.—Surely you have to wait until 
the policy becomes a claim to see 
whether it has or has not earned suf- 
ficient profits? A.—But we do not 
get the money from the man now. 

Q.—You have reduced the policy? 
A.—We have already notified him 
that when the policy becomes a claim 
he will get that much less. 


Q.—I think you have actually re- 
duced his policy and have so notified 
him? A.—We have notified him that 
his policy will be reduced when it be- 
comes a claim. 

Q.—You do not think you have ac- 
tually reduced the policy? A.—We 
have reduced it in accordance with 
that contract, but when the policy 
becomes a claim in place of the man 
getting $1,000 he will get only 


Q.—But you have told me you hope 
before the policy becomes a claim that 
it won’t be required to be reduced at 
all? A.—We hope that most sincerely. 

Q.—And why notify him, because 
if he lives on it won’t be any ne- 
cessity? A.—If he lives on his policy 
won’t be reduced. 

Q.—Why inform him now? A.— 
Because if he dies in the meantime; 
that reduction will be made when the 
policy becomes a claim unless in the 
meantime additional profits have been 
added to the policy. 


6 EDWARD VII., A. 1906 
Canada Life. (Hon. G. A. Cox, Ex’d.) 


Q.—That man would never have re- 
quired to have had that reduction 
made if you had said, as I under- 
stand you, if it had not been for the 
drastic method of change of the re- 
serve—you could have paid the addi- 
tional 3 per cent. in 1900 and the 
additional 4 per cent. in 1905 if you 
had made a change of the reserve 
gradually instead of in that sweeping 
way? A.—If you would use the ex- 
pression in consequence of the decreas- 
ed rate of interest earned upon money 
rather than the drastic measures adopt- 
ed it would put the thing more fairly. 

Q.—My language is too strong for 
you, but the facts are the same? A. 
—The change of interest is something 
we are not responsible for. 


Q.—It was the change in reserves 
that cut him down, not being made 
gradually? A.—And that change in 
reserves was necessitated by the de- 
creasing rate of interest; we would 
not have to make it at all if the in- 
terest had stopped up as it was. 


Q.—But you have told us, if I un- 
derstand you aright, that you could 
have done it in one of two ways, ex- 
cepting that you thought you could 
get better business by doing it all at 
once, you could have done it gradually, 
you could have done it at 1/15 of 
one per ecnt. each year? A.—A bank- 
ing institution, for instance, may give 
the shareholders every year all the 
money they earn, a trust company, a 
loan company, any company may di- 
vide every dollar of profits they have 
got, but all well managed institutions 
keep a certain amount of reserve and 
surplus; this is just the same thing; 
it is increasing our reserve, it is 
strengthening the position of the com- 
pany, it is complying with what would 
be demanded of us within a certain 
time. 

Q.—But taking your own illustra- 
tion it would be considered very bad 
banking, would it not, if the whole 
or the greater part of the money re- 
quired for a five or six per cent. divi- 
dend in a bank were taken in order 
to make a sudden reserve of $500,000 
or a million dollars, would not you 
add to your reserve gradually in your 
bank. still keeping your profits or divi- 
dends to shareholders? A.—That is 
just what we did here; we have 15 
years to do it. ; 

Q.—The first appropriation in this 
statement is in 1894, and by 1904 the 
whole of it was in, that will hardly 
make 15 years? A.—You will find by 
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an examination of the statement it 
was done during three quinquennial 
periods. 

Q.—I agree with you, but it was all 
done within six years? A.—It was 
done during these years we were mak- 
ing preparation for it and setting aside 
a certain amount of money in each 
of these three quinquennial periods. 


_ Q.—In 1894 you set aside, accord- 
ing to this statement, some $500,000 
approximately; by 1901 you had got 
to $2,565,000 completely set aside, is 
not that correct? A.—On every page 
of that book you will find one er two 
letters from leading financial men all 
over this continent advising the course 
we pursued. (Refers to a book he has 
in his possession.) 

Q.—I would like you simply to an- 
swer my question, which I do not 
think is a difficult one, that within 
six years, so far as the company is 
concerned, from 1894 to 1901, there 
was appropriated $2,565,000 to change 
the reserve? A.—That is the result 
of having a certain amvunt of the earn- 
ings spread over three quinquennial 
periods. 

Q.—I understand that, but it was 
done within those period of years, it 
was taken out for that purpose—this 
is from 1894 to 1901? A.—A portion 
of that money was earned in the five 
years terminating at that time. 


Q.—I do not deny that at all, but 
no money was taken out of any year 
after 1901 to make up the reserve? 
A —No., 

Q.—Nor would it be required, no 
money was taken out of profit after 
1901 to make up that reserve, is that 
right? A.—It did not affect anybody 
till 1904. 


Q.—1 do not ask that. After 1901 
no money was taken or apnropriated 
from the funds of the Canada Life for 
the purpose of reserve; it did not re- 
quire? A.—No, sir. 

Q.—That is right: no money was ap- 
propriated for the reserve for that pur- 
pose prior to 1894 from the surplus— 
what was the surplus of 1894? A.—I 
am quite correct in my statement that 
the reserves were changed by appropri- 
ating a certain amount of the earnings 
over a period of 15 years. I cannot say 
that any plainer than I have, and I 
say again that that was what we be- 
lieved and what a great many men be- 
lieved, a great many companies, to be 
the right policy. and you do not want 
me to say or admit I did something 
wrong in doing that, because I do not 
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feel I did in recommending it. When 
I speak of it in a personal way I want 
it understood that that was the unani- 
mous opinion of the Board of Direct- 
ors; the only difference of opinion was 
in one or two cases where they wanted 
to go a step further and do it quicker. 

Q.—Was any money taken for the 
purpose of this $2,565,000 from the 
year 1885 or 1886, that is the begin- 
ning of the period of 15 years, because 
if so this statement is not correct that 
I have? A.—Will you please repeat 
that? 

Q.—I say was any of the surplus 
moneys of the company in 1885 or 1886 
used to make up part of this $2,565,- 
000, because the three quinquenniums 
cover 15 years, so I am going back— 
by 1901 we have got it was all made 
up, was any money of 1886 used for 
that purpose? A.—It commenced in 
1890, out of the moneys earned between 
1885 and 1890. 


Q.—What part of this $2,565,000 was 
taken out of the quinquennium period 
ending 1890 if you will allow Mr. San- 
derson to answer. 


—Mr. Sanderson answers the ques- 
tions until a change is indicated. 


A.—The transaction commenced with 
the quinquennial period commencing 
in 1890 and ending in 1894. I asked 
this question, Was any of the money 
that goes to make up this $2,565,000 
taken out of any of the money earned 
up to 1890? A.—No. 


Q.—Then we have got all this money 
was taken between 1890 and 1901, we 
have got down to 11 years now? A.— 
I would say, for practical purposes, 15 
years, 

Q.—I do not want practical pur- 
poses, I want accurate purposes; you 
say there was no money appropriated, 
earned during 1885 and 1890, for this 
$2,565,000, if I understand you? A.— 
That is correct. 

Q.—So that up to 1890 there was not 


‘a copper provided for this $2,565,000? 


A.—No. 

Q.—Then from 1890 or 1894 or 1895, 
how much of this $2,565,000 was taken 
from the surpluses of that period? A. 
—For the quinquennium ending 1894 
we changed at that point from Ameri- 
can 41 to American 4 per cent. 

Q.—What would that require, $500,- 
000 approximately? A.—On the Am- 
erican experience basis it would re- 
quire very much more. 

Q.—You did not take that? A.—We 
were on American 43 table. 

Q.—And you took it on the Ameri- 
can 4? A.—Yes. 
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Q.—Is this table correct when it says 
that approximately you took $500,000? 
A.—That is from Hm 44 to American 4. 

Q.—Is that correct? A.—Yes. 

Q.—So that in that period in 1894 
cut of the surplus earnings from the 
quinquennium from 1890 to 1894 you 
appropriated of this $2,565,000, ap- 
proximately $500,000? A.—At that 
point of time. : 

Q.—Then the next change that you 
made was in 1899? A.—Yes. 

Q.—And you appropriated according 
to this table approximately $1,070,000, 
is that about right? A.—Yes. 

Q.—That was in the quinquennium 
from 1894 to 1900? A.—yYes, 1895 to 
1899, inclusive. 

Q.—Yes, and in 1901 you took the 
$995,000 more? 

SENATOR COX: Three separate 
sums taken out in one quinquennial 
period. 

Q.—But all within those years? A. 
—But they are taken out of the earn- 
ings of 15 years? 

MR. SANDERSON: Absolutely cor- 
rect. 

MR. NESBITT: What difference 
does it make? 

WITNESS: Does not that prove it is 
spread over 15 years, there are three 
separate sums, each of these sums were 
taken out of a separate quinquennial 
period. 

MR. HELLMUTH: $500,000 was 
taken out of the quinquennial period 
from when to whenP—they are not 
three separate periods, because Mr. 
Sanderson says that, the first moneys 
that were ever appropriated were from 
the year 1890. 


MR. SANDERSON: Yes, 1890 to ° 


1894. 
Q.—We have not any appropriation 
in 1905, because in 1901 they had 


enough money—that must have been. 


of the earnings of two, three and four 
—they had enough money to make up 
the whole. 

‘ —Mr. Sanderson answers the ques- 
tions until a change is indicated : 

A.—Had we gone on from 1900 to 
1904 valuing on the same basis as at 
1899 we would have gone along to 1904, 
made a valuation at that point of time 
on this new basis, and the effect would 
have been the very same as if we had 
made it in 1901; there was no differ- 
ence to the policyholders. 

Q.—But vou must have had sufficient 
money in 1901 to take up the entire 
balance of the reserve and made the 
change? A.—Quite so, and-had the 
same effect. 

Q.—Had you sufficient money then? 
A.—Yes. 
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Q.—So that all the earnings of 1902, 
1903 and 1904 would be earnings that 
would go towards profit and not for 
reserve? A.—You have to look at it 
from the point of view of the quin- 
quennial surplus. 

Q.—lIs that correct, all the surplus 
earnings of 1902, 1903 and 1904 must 
be for profits, and not to make up the 
change in basis of reserve or else you 
had appropriated moneys before they 
came inP A.—We were able to make 
a valuation on the 3} per cent. basis 
at the end of 1901. 

Q.—And your assets were intact 
when you did that? A.—Yes. 

Q.—So that anything you would earn 
after 1901 could go for profits, at all 
events it would not be required to 
make up any of thissum? A.—Yes, it 
would. 

Q.—Then you had anticipated? A. 
—No, that reserve would have to be 
kept up. 

Q.—But the reserve was then placed 
upon a 33 per cent. basis? A.—Yes, 
that reserve had to:be kept up. 


Q.—That was based on 34 per cent. 
basis, nothing was required for the 
back portions of the reserve to put it 
on a 34 per cent. basis out of the 
earnings of any year subsequent to 
1901. 

SENATOR COX: The quinquennial 
period is from 1899 to 1904 and the 
earnings of these two years were all 
taken to complete that reserve and the 
earnings for the other part of that 
quinquennial period were distributed, 
$1,200'000. 

Q.—Were you in a position in 1901 
to say to your policyholders, Gentle- 
men, from this day on we do not re- 
quire to take any more moneys from 
profits to make up the reserve on a 
34 per cent. basis, we have done it? A. 
—That is correct, and then for the 
balance of that quinquennial period 
we gave them $1,200,000 in cash, the 
balance of the earnings of the remain- 
ing part of that quinquennial period. 

Q.—So that within that period with- 
out waiting until the end of the quin- 
quennium at all, you had within the 
period 1894 to 1901 appropriated this 
large sum of two million dollars— A. 
—And the money that was earned from 
that time on has been given to the 
policyholders, and they got one fer 
cent. per annum bonus for those three 
years 

Q.—And they would have had but 
for this change of interest in those 6 
years for profit, had you kept on the 
old, $2,565,000 to divide in those six 
years? A.—That does not change the 
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fact that the profits were declared out 
of the profits spread over a period of 
15 years. 

Q.—That is so, is it not? A.—The 
statement that I make that it is spread 
over 15 years is correct, it is taken 
out of three quinquennial periods, but 
the profits made in the first two years 
of the last quinquennial. period were 
sufficient to complete it, and the bal- 
ance was left for distribution and was 
distributed. 

Q.—The policyholders would hawe 
been entitled, had not you made that 
change in reserve, to $2,565,000 in 
those 6 years of the moneys that were 
appropriated? A.—That would have 
been spread over the 15 years. 


Q.—They would have been entitled 
to the moneys that were appropriated 
during those six years? A.—If we had 
not made the change at all there would 
have been that much more money to 
distribute and the policyholders would 
have got 90 per cent. of it and the 
shareholders 10 per cent.; the share- 
holders contributed $256,000. 

Q.—I thought, talking of the share- 
holders’ contribution, that you said 
the shareholders were only getting 8 
per cent. on their stock? A.—They 
get only 8 per cent. on their stock. 

Q.—Do you expect them to get a 
higher rate? A.—I expect them to 
get 10 per cent. of the earnings what- 
ever they may be, whether it is 6 per 
cent, or 8 per cent. or 10 per cent. 

Q.—Or 20 per cent.? A.—It won’t 
be 20 per cent. 

- Q.—I want to know? A.—Yes, they 
are entitled to one-tenth of the profits, 
and the policyholders are entitled to 
nine-tenths; it is a mixed company, 
it 1s what you call a mutual 

Q.—If the money was sufficient to 
pay twenty per cent. you see no rea- 
son why they should not get it? A. 
—It'is as clear as noon-day; there is 
no question at all that the policy- 
holders are entitled to ninety’ per 
cent. and the shareholders to ten per 
cent. 

Q.—Have you in the past only 
had sufficient to pay eight per cent.? 
A.—We have had in consequence of 
this change, we have had to antici- 
pate the earnings in order to pay 
eight per cent.—We have had_ to 
anticipate the earnings of the 
quinquennial period which we have 
entered on; for instance, we _ are 
now in the second year of one 
-quinquennial period— 

Q.—So that in order to pay eight 
per cent. you have actually had to 
anticipate—? A.—We have not yet, 


se 
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but we will before we get to the end 
of the quinquennial period. 

Q.—You have to anticipate earn- 
ings? A.—It is earned in one sense 
of the word, but the valuation we 
made up and the surplus allotted 
until the end of the five years, two 
years have gone, and a_ portion 
of the money has been earned, but the 
exact amount won’t be ascertained 
and allotted in the proportion of 
ninety and ten. 


Q.—I understood you to say that 
your view of the Act was that you 
were entitled to ten per cent. on 
the profits irrespective of the earning 
power of the million of capital? A. 
—Yes, sir. 

Q.—That is to say you could put 
your million of capital as earning the 
average rate of interest 4.7, and to 
that you add—and that would be 
$47,000 in round figuresP A.—yYes. 


Q.—To that you add ten per cent. 
on the entire earnings of the com- 
pany less that million, is that right? 
A.—Yes. 

Q.—You take that million of course 
in that case? A.—The million has 
not anything to do with that, the 
earning power of the million goes to 
the credit of the shareholder, and 
one tenth of the divisible surplus 
goes to the credit of the shareholder, 
and ninety per cent. of the earnings 
go to the credit of the policyholders. 

Q.—You do not put that million of 
capital into the general hotch potch 
and then merely take ten per cent. of 
the entire earnings of the company? 
A.—WNo sir. 

Q.—I think you the other day 
expressed the opinion that life insur- 
ance was mainly, or what it was for 
was the protection of the widow and 
family of the insured, that is the 
main feature of life insurance? A. 
—That.is my view of it, and_ that 
security is the first consideration. 

Q.—In that view do you approve 
of or advocate these endowment and 
investment features of insurance? A. 
—In my own experience in canvassing 
I used to recommend almost invari- 
ably the ordinary life policy, straight 
life, that is what I used to recom- 
mend myself. 


Q.—Non-participating or  partici- 
pating? A.—Participating, because 
it gives a better result; we have a 


large number of participating poli- 
cies where the premiums have been 
entirely extinguished, and where the 
assured is getting an annuity or has 
had his policy more than doubled. 
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Q.—But it was straight life with 
you? A.—We had all the the differ- 
ent tables— 

Q.—Straight life was what you 
advocate? A.—yYes sir. 

Q.—Have you had any reason to 
change your view as to that? A.— 
No, that is my judgment: yet; I 
would recommend now if I were can- 
vassing, and when I am canvassing I 
recommend to a middle-aged man or a 
young man a limited number of pay- 
ments, so it. would be an_ ordinary 
life policy so far as the payment at 
death is concerned, and he would pay 
in fifteen, twenty, twent-five or thirty 
years, say a twenty year payment. 

Q.—But still payable at death? 
A.—Yes sir. 

Q.—Not one that would appeal to 
the acquisitiveness of the individual 
himself? A.—No sir, my judgment 
would be in favor of the other policy, 
but there are a great many people 
who won’t take that policy, it makes 
it very attractive to them to have a 
little element of speculation in it; 
every man thinks that his life is 
good and he is going to live a good 
number of years, and he will get 
larger profits at the end of that per- 
iod than otherwise. 

Q.—I have no doubt you have made 
out a statement showing what, if any, 
profit has been made by the Domin- 
ion Securities out of its transactions 
with the Canada Life? A.—I can 
give you that quite easily. 

MR. WATT: I think it is in? A. 
—And would you care to have at the 
same time the profits made by the 
Canada Life ovt of the securities 
ponent from the Dominion Securi- 
los! 

MR. EELLMUTH: I have not the 
sightest objection to that? A.—You 
will find it on the richt side. 

MR. NESBITT: It is the differ- 
ence between brying wholesale and 
retail, is it not? A.—I think so, J] 
am sure it will be found the trans- 
actions between these two companies 
are honorable and fair and remuner- 
ative to both companies. 

MR. WATTS: It is about one and 
five-eighths per cent. of the total se- 
curities purchased; the Dominion Se- 
curities made an average profit of 
about 13 per cent. on the total amount 
of their sales to the Canada Life. There 
is no brokerage charge. It cost the 
Province of Ontario to sell their Pro- 
vincial Government bonds to the Bank 
of Montreal 13 per cent. plus $ per 
cent. for expense. 

MR. HELLMUTH: Can you give 
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me or shall I get it elsewhere what the 
company pays by way of commissions 
on the English business, you said in 
your evidence to Mr. Shepley that you 
paid as high I think as 65 per cent. 
commissions on the new business in 
Canada and 73 per cent. on renewals, 
and that you paid higher on some of 
the outside business? A.—Yes, sir, on 
American business. 

Q.—Can you give me any idea of 
how much higher you pay in the Brit- 
ish business? A.—I will give you the 
scale of commissions; there are differ- 
ent commissions on the different plans 
of insurance, and I will bave that 
prepared for you for Canada and the 
United States and for the United 
Kingdom. 

Q.—Would the British policyholder 
coming in now and the United States 
Policyholder coming in now, that is 
since 1900 be a co-sharer with the Can- 
adian Policyholder in the profits of the 
company on the business written since 
1900? A.—Yes, sir, comé in on the same. 

Q.—Do you consider it fair that 
Canadian Policyholders should have to 
pay the higher expense to get British 
and American business? A.—We do 
not think that he will pay higher. 

Q.—I thought you said you paid 
higher expenses in Britain and the® 
United States? A.—The renewal com- 
missions are not so high in Britain. 

Q.—But the initial business is high- 
er? A.—We will give the exact fig- 
ures in each case. 

Q.—But they do have to share at 
all events in profits? A.—The newer 
policies are all on the same basis; you 
could not have a different policy 

Q.—That is to say the Canadian 


~ has to take his chances with the Brit- 


ish and United States business that is 
written, no matter whether that be 
less or more expensive than the busi- 
ness written here, whether it costs 
more or less he has to come in and 
share? A.—The same remarks apply 
to every company, and when we are in 
the field canvassing we have to satisfy 
the applicant that he gets just as good 
or .better results from the Canada Life 
than he does from say a company con- 
fining its business altogether to Can- 
ada; if we are not able to do it we_are 
not able to get his insurance, but we 
are able to do it; you will understand, 
of course, that the larger business 
gives larger profits. 

Q.—You said the other day to Mr. 
Shepley, and I am not quarrelling with 
the statement, that of course one could 
not expect you would devote your en- 
tire time to the affairs of the Canada 
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Life for such a small sum as fifteen 
thousand dollars a year; may I ask you 
if you are not really President of more 
than half a dozen other companies? 
A.—I am not sure whether I am half 
a dozen or not, I am of a good many, 
I think you would be safe in saying 
that. 

Q.—And I think you boast the proud 
distinction of being on more director- 
ates than any other man in Canada— 
29 companies I saw in the directory of 
directors? A.—Yes sir. 

Q.—The expense in the Canada Life, 
I do not say this is necessarily any 
sample, nor do I say whether it is 
justifiable or not, it is not for me to 
say, but the expense in the Canada 
Life in practically one item, that of 
general manager and President, has, 
I think you said, increased from $20,- 
000 in Mr. Ramsay’s time to $35,000 
now? A.—That is for two men instead 
of one. 

Q.—That is Mr. Ramsay was Presi- 
dent and General Manager with an as- 
sistant. general manager P A.—For 
that $27,500 was paid. 

Q.—And now the two offices occupied 
by yourself and your son is $35,000? 
A.—Yes, $7,500 increase in seven or 
eight years. 

Q.—And Mr. Ramsay, as you have 
told us, his annuity was taken as a 
lump sum, that is it was purchased 
at p A.—An annuity was pur- 
chased; he receives from the company 
twelve thousand dollars a year, but 
just the same as any other person who 
had purchased an annuity. 

Q.—The expense of that was taken 
out in one sum? A.—Yes sir. 

MR. KENT: I do not think there 
will be anybody before the Commission 
that will be able to give me the same 
unbiased reply, and that is my reason 
for troubling you with a few questions 
after you have been on the stand for 
so long a time? A.—I will be very 
pleased to give you any information 
I can. 

Q.—It seems to me from what I have 
already heard a young man of say 25 
—we will take Mr. Morrow there, sup- 
posing he wants to get a five thousand 
policy on his life, I believe it would 
be possible for him to get that policy 
without paying any premium what- 
ever, and by letting that policy lapse, 
and going around to ten other com- 
panies he would be able to get that 
policy taken up on certain conditions, 
and consequently to get ten years’ in- 
surance without disbursing a cent—am 
I wrong? A.—That is getting to re- 
bating, getting the total premium re- 
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bated. I think he would have difficulty 
in doing that here, but he would have 
no difficulty in getting a large rebate 
—sometimes that is done in this way, 
where an agent—and that is a common 
practice with American Companies— 
I do not think the same practice pre- 
vails here, but an agent may be told 
by the company if you will do $500,- 
000 of business within six months we 
will give you an extra bonus, we will 
say or five thousand dollars, to illus- 
trate the point; when he gets to $450,- 
000 he can afford, that is the agent can 
afford to give away the balance of the 
business rather than not reach the 
$500,000 figure and earn his extra 
bonus, and that is what enables the 
agent to do that. I think that is done 
to a very great extent, because in the 
American Companies in these large 
cities they write very large amounts; 
I do not think the practice in Canada 
enables that to be done except it may 
be in some of the larger cities, and the 
manager for a district or for a Pro- 
vince. No doubt that same thing has 
been done in Canada and can be done, 
but I do not think that the practice is 
very general; we have not had any ex- 
perience of that kind, we have not 
given any extra bonuses that would 
enable a man to do that, but still you 
will understand what I mean, that 
when it gets near the point of his 
maximum sum and the time about ex- 
piring he can afford to give away the 
whole premium rather than he can to 
fail to reach the gross amount he start- 
ed out to get. 

Q.—You wil! admit that it is pos- 
sible that ench a thing should take 
place? A.—I think it 1. 

Q.—Had yon said it world not ba 
possible I wou'd have felt compelled 
to prove to you bv documents in hend 
not only that it was possib'e but thot 
it had actually been donc? A.—I do 
not doubt, I have heard of it being 
done, I have heard of it being done 
here by some of the larger American 
Companies, and I have no doubt it 
has been and can be, but I just want- 
ed to make the remark that I do not 
think it is practiced to any very great 
extent in Canada; I think it is in the 
larger fields, but I have no doubt it 
has been done here. 

Q.—You are looking forward to the 
millenium in which the Canada Life 
will reach one hundred millions of new 
business every year, that is taking the 
natural rate of progression; there is 
no good comes unmixed with evil; 
when they had a large increase in the 
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potato crop they have the potato bug, 
when we began to export largely in 
apples we got the San Jose scale; 
what is the bug that is going to dog 
the steps of the Canada Life? You 
have already said this question of re- 
bating was a modern institution, and 
it has arisen practically in the last 
we will say 10 or 15 years? A.—To a 
very great extent. 

Q.—Let us look forward to the na- 
tural progressive rate of the next 10 
or 1d years, the desire on the one 
hand to get as much of a rebate as 
he can, and the intense anxiety of the 
agent on the other to get that man 
insured no matter what it may cost, 
because if he does not get him the 
next agent will get him, he is bound 
to be caught—do you think it will be 
long before the prospective insurer 
will be satisfied with all the commis- 
sion for the first year, don’t you think 
it is quite likely that he will want 
a slice of the second year, and as the 
appetite increases he gets somewhat 
dissatisfied—I am looking forward to 
15 years hence. I can see the time 
when the insured will want all the pre- 
mium of every succeeding year, and 
do you think he has just as good a 
right to get insurance for nothing as 
the labor union man thinks he has a 
right to get paid without working— 
one is just as logical as the other— 
if a continued rate of rebate has to 
be given it will diminish most serious- 
ly the profit that may be allotted to 
future policyholders, and it may tres- 
pass to a greater or less extent on 
the profits of everybody concerned? 
A.—Yes. 

Q.—That being admitted, we can 
pass to another subject, amongst the 
natural consequences of this enquiry 
I can see one which will flow, it seems 
to me, directly from it; people will 
say, here is the Canada Life Assur- 
ance Company, that to my mind is a 
regular cinch, it is a bonanza in fact, 
it has been built up simply by hard 
work, what one man has done another 
can do, and therefore let us start an 
insurance company, and let us parti- 
cipate in the milk and honey that ‘s 
flowing around the country, why 
should we work hard in what we are 
doing when by working as hard or a 
little harder we can get ten times as 
much. If I ask, as I have asked wit- 
nesses belonging to the other compan- 
ies, What is your opinion of the 
chances of a new insurance company 
to-day, I know what they would say 
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before they said it, from the nature 
of things the reply could be foreseen— 
you are not bound by the same con- 
sideration; I look upon you, Senator, 
as perfectly disinterested, because if 
the Canada Life went out of existence 
to-day you would never go to the poor- 
house, and I have a better chance to 
get an opinion as unbiased as it is 
posssible to get from so honorable an 
insurance man as you have shown 
yourself to be; still I believe you will 
give me an opinion from the stand- 
point of the successful business man, 
leaving insurance matters altogether 
out of the question, as a successful 
business man, what honestly are the 
chances of a new life insurance com- 
pany starting to-day? A.—That is a 
question you wish me to answer? 
Q.—Yes? A.—I think a new life in- 
surance company starting to-day under 
proper management and with proper 
energy and ability will be a success. I 
think it would, but I think it is very 
much more difficult to make a life in- 
surance company a success now than it 
was some years ago, because the com- 
petition is very keen, the cost of get- 
ting business is very high, and it is not 
so easy to make a success of a life in- 
surance company starting now as it 
was some years ago. There is not the 
same opening for it, because we have 
some forty-four companies doing busi- 
ness in Canada in a population of six 
millions, within the last few years 
eight or nine new companies have been 
established. We have companies com- 
ing here, large companies, well-estab- 
lished, from foreign fields, from the 
United States and from the United 
Kingdom, and the competition in Can- 
ada in proportion, the number of com- 
panies doing business in Canada in 
proportion to the number of companies 
doing business say in the United King- 
dom is very much greater; we have, as 
I say, 44 companies, English, Ameri- 
ean and Canadian companies, doing 
business in this country, and in the 
United Kingdom, with a population of 
forty millions there are only about 60 


‘companies, competing for business. I 


am giving the approximate figures; so 
that the chances of success would not 
beso great here. the necessity for the 
new companies in Canada is not so 
great. because of the large number we 
already have: TI do not think the pub- 
lic would get anv better service than 
they are getting now. T do not think 
thev would get anv cheaper insur- 
ance or any better insurance if 
a new company were started, and 
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consequently I do not th’nk the neces- 
sity for them or the opening for them 
is as good ag it would be in previous 
years; at the same time I believe that 
there is always room for—I may use 
tne expression always room upstairs, as 
they say; and if a man went into life 
insurance and gave it the time and at- 
tention and energy and work that it 
required to make it a success it would 
be a success; so far as my own feeling 
is concerned, if I were 30 years young- 
er and starting out to make my living 
I would not be afraid just in the cir- 
cumstances of to-day to start right 
into the insurance field, and build up 
a company and make it a success, but 
TI would have a good many years of 
hard. earnest, anxious, faithful work 
to accomplish it. : 


Q.—It has seemed to me also that 
the item of advances to agents is in a 
good many cases simply a disguised 
method of paying them an increased 
commission? A.—That is the result, a 
man comes along, wants to be engaged 
as a canvassing agent, or if you are 
looking for a man to solicit business for 
you, and you think that man is a 
likely man to succeed, he thinks him- 
self he can succeed if he has sufficient 
standing in the country and sufficient 
intelligence to have a fair prospect of 
success, 1t must cost him at least $100 
a month to live as a man would need 
to live, and that is cutting it very 
close to go into a community and take 
anything like a respectable position 
and live as he should live, that would 
be the minimum sum. The least you 
can do with that man is to say, If you 
will go to Cobourg, Belleville or Brock- 
ville as the case may be and canvass 


for our company we will give you say | 


60 per cent. commission or 65 per cent. 
commission on your. first year’s busi- 


ness, and we will give you 5 per cent. . 


on the renewals, and we will advance to 
you $100 to help you support yourself 
in the meantime, $100 against your 
commissions; if the man is successful 
the result is he is just working on com- 
mission, if heis unsuccessful the $100 a 
month, or the $300 you have advanced 
him say for three months, is lost, and 
it has to be written off. The company 
or the general agent of the branch has 
to take that risk. 


Q.—I understand you yourself are of 
opinion that rebating will never be 
stopped until there is a specific law 
against it? A.—That is my opinion. 

Q.—I will not ask you at any great 
length, because being a Senator the 
matter may come before you in another 
capacity? A.—I expect it will, I will 
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be very glad to give you my opinion. 
As I said the other day, I think the 
company that permits it, the agent 
that grants it, and the assured that 
receives it, should all be punished, and 
that is the.only way it could be 
stopped. 


Q.—One of the main causes of dis- 
satisfaction amongst policyholders 
arises, if I may so put it, from those 
who are no longer policyholders, those 
that have been compelled for one rea- 
son or another to surrender their pol- 
icies. They seem to be unanimously of 
the opinion that no company at pre- 
sent existing gives them-a fair show 
in the way of surrender value. Some 
of the managers already examined 
have ben frank enough to say that in 
their opinion a man ought to be fined 
to a greater or less extent by going off 
their books, that he ought to pay the 
cost of putting another man in his 
place. The general policyholder is of 
opinion he ought to get all that was 
mathematically coming to him if he 
had to surrender the policy for any 
reason whatever? A.—That is hardly 
fair, he should be able to do that, for 
this reason, if you have say a thousand 
lives on your books there will be 200 
of them say impaired lives; if the 800 
have a right to withdraw and take out 
all the money that was to their credit 
the company would be left with 200 
impaired lives. I am just using this, 
of course, to illustrate the point, to 
show that it is fair that the company 
should retain a part of the amount 
actually at the credit of the individual 
insurer who desires to withdraw from 
the company. If I may leave that for 
one moment and say here that this $2.- 
565,000 about which my learned friend 
has been questioning me closely, has 
gone to the credit of each individual 
policyholder, and if he wants to retire 
he gets his part of that money. 

Q.—There is another point I feel 
some little delicacy in dealing with, it 
is more or less a personal matter. One 
of the grievances or one of the matters 
that the policyholders talk about a 
good deal, mentioned very seldom in 
public, and probably never to the of- 
ficers of the companies, they say the 
chief officers of all the insurance com- 
panies are getting twice the amount 
they are earning; for comparison you 
have to take somebody whose duties re- 
quire about the same amount of intell- 
gence, and it seems to me when I ask 
you whether in your opinion it re- 
quires more brains to successfully con- 
duct an insurance company than a 
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bank I am asking what may be looked 
upon as an impertinent question, and 
if you feel the slightest hesitancy I do 
not wish you to reply? A. —I have no 
hesitation in giving my opinion; I 
think it requires just the same amount 
of brains. I have some idea of what 
the general managers of our banking 
institutions 


Q.—It is because you have an int1- 
mate knowledge of the two that I 
take the instance; it is the last time 
I shall ask this question in the course 
of the inquiry, because I will admit 
it is an impertinent question in some 
cases? A.—I have no hesitation in 
answering it. I know general man- 
agers of a bank to get $35,000 a year, 
and I know of those who get larger 
sums than that. 
who get $20,000 a year in the smaller 
banks, 


Q.—Probably you know of some that 
get $5,000, and that is all they are 
worth? A.—One man may be dear at 
$5,000, and another may be cheap at 
$40,000. 


Q.—It seems to me at the commence- 
ment of your examination you said 
that there had been cases in the Cana- 
da Life where your confidence in the 
man, because he had taken a policy 
in the Canada Life was so great that 
the company had loaned him the face 
amount of his policy, although it had 
only been recently taken out ? A.— 
I do not think I made that state- 
ment. You must have misunderstood 
me; we sometimes make a loan on 
other security and take a life insur- 
ance policy as collateral security to it, 
but we never loan the full face of the 
policy. I think this particular case 
you have in your mind was where we 
loaned a man seven thousand dollars 
on one hundred shares of coal stock, 
which he bought at $8,600, that is he 
put up $1,600 margin 


Q.—So long as you say no policy- 
holder ever’ got a loan on the policy 
simpy that is all I want to know? 
A.—No sir. our company and all com- 
panies have very large amounts loaned 
on their policies. I think we have 
about four millions of our assets loan- 
ed on our policies, that is the amount 
that was loaned is the amount of the 
surrender value; it is somewhat less 
than the amount that would be given 
to that man to cancel his policy, and 
that depends upon the age of the poli- 
cy and the amount of it and so forth. 

MR. NESBITT :Is not there an ab- 
solute contract in your policies with 


I know of Buhers! 
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regard. to that? A.—Yes, that is the 
practice of all companies. Of course 
we regard it as one of our very best 
investments, because it is the security 
of our own bonds, and if the man did 
not pay the interest or did not pay 
the loan it would simply mean he had 
surrendered his policy, it would simply 
mean he had surrendered his policy, 
and surrendered it for a less amount 
than he would get for it if he came 
avowedly for the purpose of surren- 
dering it. 


R. SHEPLEY: The matter refer- 
red to is on page 978; there are a 
series of questions, and the transac- 
tion that was spoken of was this: 


*“‘.— Did any transactions to your 


knowledge like this take place, a per- 
son wanting to but, and not being 
able to put up the necessary margins, 
and getting an insurance _ policy 
placed upon his life with the Canada 
Life, and a loan made upon that in 
connection with Dominion Coal? A.— 
I might do that; I do a good deal to 
get a Canada Life volicy.’’ 


MR. LANGMUIR: Yow say there 
is only one way to stop rebating that 
is by law? A.—That is my opinion. 

Q.—Assume for one moment it 
would be found difficult to pass a law 
entirely prohibiting it, could the evil 
be minimized by fixing the amount 
that shall be paid as rebate at say 20 
per cent.; could you make such a law 
effective at all? A.—TI think it would 
be more difficult to make that effective 
than it would the entire prohibition. 


Q.—You saw, Senator, that there 
was an association formed assuming 
there will be such a law, and these 
gentleman are going to fight it, what- 
ever it may be—I suppose you saw 
that in the papers? A.—I did not 
notice that. . 


Q.—That has been announced, but 
I just wanted your opinion whether 
the evil could be minimized by res- 
tricting it to a certain percentage 
and making any deviation from that 
penal? A.—I am afraid it would 
leave the door partly open, and it 
would be more difficult to detect any 
breach of the law. 


Q.—Then, I understand you are in 


favor of entire prohibition? A.—yYes, 
that is my idea. 


The Commission adjourned to 10 30 
a.m. June 6th, 1906. 
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FRANK SANDERSON, sworn, ex- 
amined by 

MR. SHEPLEY - Q.—How long 
have you been with the Canada Life? 
A.—Since 1892. 

Q.—And always in the capacity of 
actuary? A.—I was appointed assist- 
ant actuary after joining the company 
in the year 1895 and subsequently. 

Q.—Who was the actuary when you 
were assistant? A ——Nominally Mr. 
Ramsay always had the title, the Pre- 
sident and Managing Director. Sub- 
sequent to that in June, 1899, on the 
recommendation of Mr. Ramsay, the 
then President, I was appointed actu- 
ary. 

Q.—What training have you had 
apart from the practical training you 
have had in the company’s affairs? A. 
—To start with, immediately after 
graduation from Toronto University I 
entered the service of the Manufactur- 
ers’ Life and was there for a few years, 
and subsequent to that I was in Eng- 


land for a time and studied actuarial 


science there for a time; and I might 
add that I am an associate member of 
the Institute of Actuaries, a fellow of 
the Faculty of Actuaries in Scotland, 
a fellow of the Actuarial Society of 
America, and member of its Examin- 
ing Board, have been for two or three 
years, 

Q.—Did your membership in these 
various bodies involve passing examin- 
ations? A.—In some of them; in some 
they did not have examinations when I 
entered. 

Q.—In which bodies were you exam- 
ined? A.—In the Institute, and partly 
in the Faculty. 

Q.—When was it you passed these 
examinations? A.—Back about 1893 
or 1896. 

Q.—That was after you entered tha 
service of the Canada LifeP A.— 
Partly before and partly after. 


Q.—How long did you reside in Eng- 
land pursuing your studies there? A. 
—Less- than 6 months. 

Q.—Since 1899 you have been in 
charge of that Department in the Can- 
ada Life? A.—TI have. 

Q.—Did your training in the Manu- 
facturers’ involve a knowledge of the 
science? A.—To some extent; I did 
not have very much knowledge at the 


time of actuarial science; I took up all 


the little actuarial work they had to 
do, which was not very much, and was 
really engaged partly in the Cor- 
respondence Department and the <Ac- 
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tuarial Department and _ various 
Beane; practical knowledge gener- 
ally. 

Q.—You are more or less familiar 
with the actuarial aspect of fhe com- 
pany since its beginning? A.—The 
Canada Life? 

Q.—Yes?P A.—I have gained consid- 
erable knowledge of its history. 

Q.—The first matter I want to take 
up with you is the question of the re- 
serves from time to time; on what 
basis were the reserves of the Canada 
Life originally? A.—From the incep- 
tion of the company until about 1869 
the interest basis was 6 per cent., and 
DOr table Carlyle—Carlyle 6 per 
cen 

Q.—That would be up to 1869? A.— 
In 1870 they changed to 5 per cent., 
Carlyle 5 per cent. 

Q.—Then that involved a strengthen- 
ing as it has been called, an enhance- 
ment of the reserve? A.—Yes. 

Q.—Are the records available to 
show to what extent the reserves were 
enhanced at that time? A.—No, I 


' have never seen any. As a matter of 


fact I think the valuations along that 
period were largely made by a New 
York consulting actuary. I have never 
pee any records touching that valua- 
ion 

Q.—Then in 1870 the change A. 
ues made to Carlyle 5 per cent. In 


Q.—There was no change till 1877? 
A.—No, not even after that. I was 
going to say in 1877 the first Dominion 
legislation touching this question was 
passed, and it was upon the Hm, 43 
per cent. and the company was re- 
quired to change its reserve basis at 
that time to 43 per cent., at 
least the legislation gave the com- 
panies a period of ten years to 
do it in, but the company did 
it in three years, and in 1880 they 
passed to Hm. 43 per cent. 


Q.—That is the company took three 
years what the Act gave them ten 
years to do? A.—Exactly. 


Q.—Was the company then working 
upon quinquennial periods? A.—The 
dividend system of the company had 
been an annual dividend system from 
1847 to 1865. Some time after Mr. 
Ramsay came to this country he de- 
cided to change the dividend system 
from an annual one to a quinquennial 
one, and he stopped the annual divi- 
dends in 1865, so that the first quin- 
quennial division of profits took place 
in 1870. 

Q.—Just give the years? A.—1866 
to 1870, and it has been quinquennial 
since. 


1070 ROYAL COMMISSION ON 


36th day, June 6th, 1906 


Q.—The first year of the quinquen- 


nial would be 1866 and the last year 
1870? A.—I think so. 

Q.—Are you clear about thatP A. 
—The fiscal year of the company end- 
ed in April at that time, not in 
December. 

Q.—April, 1870, perhaps would be 
better to say; I see they run now 
from 5 to 9 and from nought to four? 
A.—Yes. 

Q.—And perhaps they did at that 
time, perhaps 1865 to 1869 inclusive 
would be the quinquennium? A.—I 
could not be sure about that; April, 
1865, would be five years. 

Q. “We can speak of it roughly as 
the years five to nine and nought to 
four—those are the quinquennial per- 
iodsP A.—Yes. 

Q.—Then you were telling me when 
the Government first made it imper- 
ative that a reserve should be main- 
tained the statutory provision was 
41 per cent., and the Hm. table, 
what was the difference, how did the 
Hm. table compare with the Carlyle 
table? A.—I have never made any 
valuations upon the Carlyle table and 
I have not made a special study of 
it, but so far as my observation goes 
the Hm, table required substantially 
higher reserves on the same interest 
basis than the Carlyle table. 

Q.—That is the Carlyle table using 
the same rate of interest would not 
establish so substantial a reserve? A. 
—No. 

Q.—In 1880 that strengthening of 
the reserve was completed, can you 
tell me how that was done with res- 
pect to the three years that were 
occupied in doing it? A.—I have 
absolutely no knowledge of that. 

Q.—And the records do not enable 
you to speak about that? A.—No. 

Q.—Then the Hm. and 43 per cent. 
was what the Government required 
by way of reserves? A.—Yes. 

Q.—Then what did the Company 
do, did the company bring: its re- 
serves to the Hm. table with 44 per 
cent.? A.—It did, the valuation 
made at the quinquennial division in 
1880 was upon that basis. 

Q.—Then what was the next step 
in the history or your reserve? A. 
—Along in the nineties, early part of 
the nineties the interest ratq _ fell 
rapidly, and as a mtter of fact even 
before that it was falling, and in 
1889 on the recommendation of the 
President, Mr. Ramsay, a sum of 
$225 ,000 was set aside as a special 
reserve, looking towards the 4 per 
cent. valuation, that you say was in 
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1889? A.—Yes, but at the same 
time shortly after having gone to 
Michigan and the American exper- 
ience table being then the law of 
Michigan the company adopted the 
American Experience table as_ the 
basis of valuation. 

Q.—What rate of interest? A.— 
44 per cent., that was the Michigan 
standard. 

Q.—How did that compare with the 
Hm, 44? A.—It required consider- 
ably lower reserves than the Hm. 
41 on the same. basis. 

(.—It did not demand so _ high 
reserves? A.—As a matter of fact 
the Canadian Government practi- 
cally reversed the transaction by 
adding to our American Experience 
reserve about the same amount which 
we had set up as a special liability 
looking towards the American four. 

Q.—I want you to give me that a 
little more in detail; when was _ it 
that the American Experience table 
was adopted? <A.—The company 
went to Michigan I think in _ the 
year 1888, so that there may have 
been a valuation made in 1888 upon 
that, certainly 3lst December, 1899, 
the ‘valuation was made upon that 
basis. 

Q.—You are sure of that? <A.— 
Yies, andthis specialreserve of $225,- 
000 set up looking towards the 4 per 
cent basis. 

Q.—What was done as a matter of 
book-keeping? A.—-Simply among 
the liabilities, after you enter the 
reserve, this special liability. 

Q.—To strengthen the reserve? A. 
Yes, $225,000. 

Q.—That was in the statement of 
affairs of the company of the 3lst 
December, 1889? A.—Yes. 

QT think you have already said 
this on a former occasion, but I want 
to have it all brought together; 
please tell me just what the Gover- 
nment did, in what years and to 
what extent? A.—You mean _ the 
Canadian Government? 

Q.—Yes? A.—There was no change 
made by the Canadian Government 
until the legislation of 1899. 

Q.—I mean with respect to your 
reserves—you were telling me _ the 
Canadian Government increased the 
liability in your return for the pur- 
pose of restoring the Hm. 44? A. 
—Each year subsequent to 1889, and 
while we valued upon this American 
table the Government would add a 
sum, which according to their estim- 
ate would bring the reserve up to 
the Government standard. 
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Q.—So that the liability .which 
your return showed in _ respect of 
the reserve would be increased by the 
Government so as to make your 
return: comply with Canadian law? 
A.—That is right. 

Q.—Do you say that was done 
each year? A.—yYes. I do not re- 
member offhand how long that table 
was kept up. 

Q.—I thought you told me a day or 
two ago when Mr. Cox was in the 
box that there were two of the years 
— A.—It will be kept up until we 
adopted the American 4 per. cent. 
standard which was 3lst December, 
1894. 

Mr. Shepley puts in at this stage 
letter of Mr. Blackadar of June 
15th, 18938, with statement attached 
—marked as Exhibit 197. 

Q.—It has been already referred 
to, but I want to have it assembled 
together in your evidence—this is a 
letter of Mr. Blackadar, of 15th 
- June, 1893, and no doubt’ written 
after his personal investigation of 
the affairs of the company here? A. 
—I would judge so, or at Hamilton. 

Q.—‘“‘I am sending you proof of 
the Canada Life statement. I notice 
the company have again put in the 
reserve on the American Experience 
44 per cent. This will necessitate 
your adding an item, as we did two 
years ago, to bring the reserve up to 
the Hm. 4} standard’’—that is what 
I had in my mind when I asked you 
whether you were sure it was done 
each year—‘‘I have therefore added 
to the liabilities amount added by 
the Department to bring reserve up 
to the Institute of Actuaries Hm. 
41 per cent. standard, $422,148, mak- 
ing the total liabilities eleven mil- 
lions, etc.’? Then he gives the method 
in which that is arrived at, and in 
the liabilities in the accompanying 
exhibit he inserts amount added and 
so on as stated in his letter, $422,148? 
A.—Yes. 

Q.—He says in this letter that two 
years before the same thing had hap- 
pened; are you clear that in each year 
after you adopted the American Ex- 
perience table that change was made 
by the Government? A.—The blue 
books would show. 

Q.—The books we want will be 
what? A.—1889 to 1894. 

Q.—What did your company do in 
respect of its own domestic book-keep- 
ing as the result of the Government 
writing-up? A.—In the reports to the 
shareholders I think we simply kept on 
the American 44 per cent. basis plus 
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this sum of $225,000 as far as I can 
recollect. 

Q.—That is the $225,000 which Mr. 
Ramsay had set apart in 1889—we will 
just clear that up. (Refers to blue 
books)? A.—Apparently this is the 


first year we returned it at American 


L, 
Q.—That is in 1889? A.—yYes. 
Q.—You made your return of re- 

serve, stating in a foot-note that it was 

upon the basis of the American Experi- 
ence table mortality, with 44 per cent. 
interest? A.—I do not think either 
the company’s $225,000 or the Depart- 
ment’s adjustment at that time was in 
this report; it was simply American 

Experience 44 per cent. reserve re- 

turned. 

Q.—And no alteration was made in 
the return, by the Government for that 
year? A.—1 could not be absolutely 
sure now whether ,this $225,000 was 
set up at 3lst December, 1889, or in 
the beginning of 1890. It is shown 
certainly here in the next return. 

_ Q.—At all events for the moment it 

is probably sufficient to say that the 

Government made no _ additional 

charge for liability in respect of this 

difference in table of that year? A.— 

Not in that year. 

Q.—The next year? A.—We report- 
ed again upon the basis of American 
Experience 43 per cent. and the De- 
partment added the sum of $292,- 


625.46. 


Q.—To bring the reserve up to the 
Peo of Actuaries Hm. 44? A.— 

es. 

Q.—In 1891? A.—In 1891 I should 
say the Department themselves in that 
year valued the policies; that was the 
quinquennial year. 

Q.—That was the year in which the 
Department valued? A.—Yes, and 
they would put in their own valuation, 
no matter what ours was. 

Q.—The foot-note here says it was 
upon the basis of the Institute of Ac- 
tuaries’ table with 44 per cent? A.— 
Computed by the Insurance Depart- 
ment as 3lst December, 1891. 

Q.—The next year was the year we 
have just been looking at? A.—It is 
upon the American Experience table 
again at 43 per cent. 

Q.—The $522.148, is that a mis- 
print—you see Mr. Blackadar’s letter 
says $422,148? A.—It is apparently a 
mis-print. 

' Q.—Yes, that should be $422,148 in 
the blue book, and the addition shows 
itp A.—Yes. 

Q.—That is the $422,148 we have 
been looking at? A.—In the next year 
1893 the valuation basis was again 
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upon the American 43 per cent. The 
Department adds $439,326.91. 

Q.—That would be then for 1893? 
A.—Yes. 1894, we come now to the 
time when we change our own valu- 
ation basis to American 4 per cent., 
and we return to the Department that 
hability on that basis, that of course 
would be above their own standard. 

Q.—That involved a maintenance of 
a higher reserve than the Government 
required? A.—Yes. 

Q.—And the Government made no 
change? A.—No. 

Q.—As its reserve was larger than 
was required; then you say the Ameri- 
can Experience with 4 per cent. gives 
you a larger reserve than the Govern- 
ment standard of that day with 43 per 
cent? A.—Yes. 

Q.—But not so high a reserve as 
adopting the Government table and 
taking 4 per cent? A.—No, sir. 

Q.—Somewhere between? A.—Yes. 

Q.—Was anything else done in that 
year besides what you have told me in 
respect to these reserves? A.—Noth- 
ing, further was done in the meantime 
except each year Mr. Ramsay called 
attention through 1895, 6, 7, and 8 to 
the continued fall in the rate of inter- 
est, and I have taken extracts from his 
addresses. 

Q.—Are you omitting anything? A. 
—We come to 1898. 

Q.—I will have you explain this ex- 
hibit 193? A.—The valuation made 
3lst December, 1894, reuvired reserves 
higher than the Government standard 
of approximately $500,000. 

Q.—There you are referring to the 
use of the American Experience table 
at 4 per cent? A—Yes. 

Q.—That involved, you said, 
approximately adding to the reserve, 
what was then in reserve, $500,000? 
A.—Yes: 

Q.—Beyond the Canadian Govern- 
ment standard; and in this exhibit 
193 you have treated that as a step 
towards the ultimate placing of the 
reserves upon the 33 per cent. basis? 
A.—Yes. 

Q.—That is the theory of that state- 
ment? A.—I would not say the 
company just at that time intended 
going to 33 per cent. basis. 

Q.—But what you say is in pre- 
paring this statement you have treat- 
ed it as a step towards the 34 per 
cent.? A.—No sir, that was’ the 
difference between the American 4 
per cent. reserve and the Government 
standard at that time; I would not 
say the company had at that in 
view a 3} per cent.— 
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Q.—I can understand that, but 
when you came to make up this 
table you have treated it as a step 
towards the 34 per cent.? A.—yYes. 
Q.—You were going to tell me 
what took place in succeeding years? 
A.—Mr. Ramsay pointed out from 
time to time in his addresses the 
continued fall in the rate of inter- 
est, and I have extracts taken from 
his addresses from year to year. 

MR. NESBITT: That would be 
good as a historical narration as to 
the rate of interest, 

MR. SHEPLEY: Yes, I am go- 
ing to read them,because I think they 
are very important as bearing on 
this question. 

Mr. Shepley reads typewritten ex- 
tracts from addresses of Mr. Ram- 
say, re continued fall in the rate of 
interest. The extracts were filed as 
Exhibit 198. 

Q.—You were telling me when we 
diverged for a moment about’ the 
placing of a special reserve, or a 
special addition to the reserve of 


$225,000. I think you said that was 
done in 1889? A.—Yes. 
Q.—No, 1899? A.—There was 


$225,000 set aside on the American 
44 per cent, basis in 1889, and then 
in 1898 we set aside this $225,000 
looking towards the 3% per cent. 

Q.—1899 the Act in its present 
form was pased? A.—yYes, and at 
that time towards the end of 1899 the 
matter gave the company great con- 
sideration, and after looking over the 
whole field the world over I advised 
the company to get the opinions of 
two distinguished consulting  actu- 
aries, submit the case to them. 

Q.—Who were they? A.—Mr. H. 
M. Manly, the then President of the 
Institute of Actuaries of 
Britain, and Manager and Actuary 
of the old Equitable Life Assurance 
Company of England, and Mr. OD. 
Parks Facler, Consulting Actuary of 
New York, and President or Ex- 
President of the Actuarial Society of 
America. One was an English actu- 
ary and the other an American, both 
occupying the highest offices in gift 
of their fellow actuaries at the time. 
I submitted the facts of the case to 
these gentlemen. 

Q.—Have you the document in 
which you submitted the facts? A.— 
Yes sir. 

Q.—Let us take that and _ scrutin- 
ize it and see what facts were placed 
before them. (Statement of facts 
produced) : I see in pencil here 
January, 1900— A.—I would say I 


Great 


/ 
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found this among my papers and there 
was no date upon it, but as near as I 
can recollect it was submitted along 
towards the end of 1899 or the begin- 
ning of January, 1900. 

Q.—You have not told me _ this 
morning yet about a sum of $275,- 
000, which I think you said when I 
asked the question before was in 1899? 
A.—yYes, that is the sum of $275,000 
that was re aside 3lst December, 1899. 

Q.—Then to be historically accur- 
ate that should precede this; how did 
that come to be done? A.—I think 
the determination to obtain the opin- 
ions of these gentlemen was come to 
before that was actually set aside. 

Q.—That was set aside in addition 
to $225,000 which had been set aside 
the year before? A.—As a matter of 
fact after getting these opinions 
from these gentlemen—we had the 
$225,000 set aside during 1898, and 
we decided to set aside the $275,- 
000 and go from the American table 
to the actuaries table, that was the 
result of our action after getting 
these opinions. 

Q.—We will get your submission of 
the case to the actuaries. This is 
called, ‘‘Statement of facts for opin- 


ion of consulting actuary.’’ 


MR. HELLMUTH: The $275,000 
was set aside before, as you will see 
from this pamphlet. 

MR. SHEPLEY: Mr. Facler’s re- 
port on 3lst January says: ‘‘I under- 
stand that one of the proposals which 
had been under consideration is the 
raising of the basis of valuation of 
the old business at this time to the 
standard of the actuaries table of 
mortality with interest at 4 per 
cent. and putting aside the sum of 
$275,000 in addition | to the $225,000 
set aside a year ago.’ That was one 
of the proposals; he does not speak 
of it as an accomplished fact, and you 
think it was not done till after that? 
A.—No, it was not done. 

Q.—(Mr. Shepley reads statement 
of facts for opinion of consulting actu- 
ary) ‘‘The regular quinquennial divi- 
sion of profits of the Canada Life As- 
surance Company,’ etc. (Reads 


down to the words ‘‘should be stated 
~as a matter of fact’’)—these  state- 


ments as to the bonuses declared in 
these various years are accurate, are 
they? A.—I believe so. 
.—**(Con}tinues reading)’’ It 
should be stated as a matter of fact?’ 
(reads to the words ‘‘most serious’’). 
Then comes a statement of the rates 
of interest. The Canada Life com- 
menced in 1882 with 6.22, and in 
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1898 it was down to 4.65? A.—In 
1899 it was down to 4.22. 

Q.—‘‘(Continues reading from state- 
ment of facts.)’? In connection with 
the subject of interest I also quote,”’ 
etc. , (reads to the words ‘‘under 
consideration’’)—what actuary was 
that? A.—I am not sure, but I 
think it was Mr. Bradshaw. 

Q.—(Continues reading) ‘“Memor- 
andum. The total assets,’ ete. 
(reads. down to the words “answer t0 
this question’’). The adoption of the 
Hm. table of 33 per cent., and the 
immediate turning into reserve up- 
on that basis of surplus assets would 
only leave a surplus of $808, 000 P 
A.—Yes. 

Q.—(Continues reading from state- 
ment). The directors have had under 
consideration,’’ etc.)—that is be- 
cause you kept your tontine business 
separate? A.—Yes. 

Q.—(Continues reading from state- 
ments of facts to ‘‘$25 per 1,000’’). 
Just why the difference between $62.- 
50 and $37.50. A.—iAccording to the 
minimum policy, the rate of bonus 
anticipated and used in reduction of 
the premium, this rate of bonus was 
14 per cent., in other words $12.50 
per annum or $62.50 for the quin- 
quennium. The rate declared or de- 
cided to be declared was $7.50 per 
annum or $37.50 for the 5 years. 
The difference between $62.50 and 
$37.50 would be the $25. lien on a 
minimum policy. 

Q.—Now that is the statement of 
facts upon which the opinion -was 
asked. As I understand it that 
opinion was being asked solely and 
only with respect to the proposal to 
add $275,000 to the _ special reserve 
and raise your reserve by adopting the 
actuaries 4 per cent. table. A.—That 
same report substantially was sent to 
Mr. Manley. I could not lay my 
hands on the exact copy which went 
to him, and there was a memorandum 
at the end there touching the mini- 
mum policy, which he did not receive, 
because Mr. Fackler actually came 
from New York to the company and 
we submitted further details to him 
personally. 

Q.—The opinion you were asking 
was with regard to your making the 
total special reserve of $500,000, and 
adopting in respect of the old business 
the actuaries table with 4 per cent. 
interest? A.—Yes. 

Q.—Then in what shape have you 
the opinions that were expressed? A. 
—As a matter of fact they are in 
print, both Mr. Manley’s and Mr. 
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Fackler’s. (Pamphlet entitled 
“Opinions of Experts,’’ part of Ex- 
hibit 199.) 

Q.—I do not apologize for reading 
this, because it 1s necessary to an his- 
torical understanding of the matter. 
I am going to put the two in together 
Mr. Manley’s report is dated the 9th 
_of February, 1900. (Reads this Re- 
port.) What is the difference between 
‘Hm.’ and the ‘‘Hm. 5 in combin- 
ation.’’ A.—The Hm. 5 is a table 
with the first 5 years of the Hm. 
experience eliminated. 

Q.—Does that make the reserve 
larger or smaller? It makes it 
smaller than the Hm. table simple, 
does it not? A.—TI think it would be 
smaller. I have never made a valua- 
tion under it. But I think it would 
be somewhat smaller. 

Q.—(Reads on from ‘‘the process of 
the change has more frequently than 
not been accompanied by a fall in the 
bonus rate’? to end of report.) Mr. 
Fackler’s Report is dated the 31st of 
January, 1900 and is as follows, (reads 
this report). Then what was done? 
A.—I think I ought to say, Mr. Shep- 


ley, there that in addition to this we © 


had the opinions not only of promin- 
ent financiers in the States, in this 
little booklet, but we also took the 
trouble to get the opinions of promin- 
ent financial men in Canada, bank- 
ers and others, and we have these 
before us. They were published at 
the time. This document was one of 
the documents used before the Bank- 
ing and Commerce Committee at 
Ottawa by Mr. Fitzgerald. (Refers 
to part of Exihibit 199.) 

Q.—Then what did you do? A.— 
The directors decided to adopt a valu- 
ation basis, the actuaries 4 per cent., 
and to set aside this $500,000 pre- 
viously referred to, as a special re- 
serve and to make the distribution of 
profits upon that basis. 

Q.—That is the distribution of pro- 
fits for the quinquennium' ending 
with 1899? A.—Yes. 

Q.—The result was the declaration 
of a bonus or profits to the extent of 
2 of 1 per cent. A.—Yes. 

Q.—That bonus was to the end a: 
1899? A.—The quinquennium ending 
3lst December, 1899. In 1901 we 
found that the accumulated surplus 
for the first 2 years of the new quin- 
quennium enabled the company to 
make a valuation upon the Hm. 834 
basis. We might have gone on accu- 
mulating certain sums of money as 
special reserves, valuing upon the 
previous basis, until the end of 
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1904, but as a matter of fact, the 
surplus being sufficient, we simply 
made the valuation upon the new 
basis, there was no distribution of 
pr ofits coming in the meantime and 
there was no reason why it should not 
be done, no disadvantage to policy- 
holders by not doing it at once, no- 
body was suffering because no distri- ~ 
bution was due until the 3lst 
December, 1904. 

Q.—What you say is that as there 
was no distribution due until Decem- 
ber, 1904, and as the surplus. had 
accumulated at such a rate as to en- 
able you to write up your reserves, 
the policy was adopted of doing that 
at once, A.—Yes. 


Q.—I do not want to go into it too 
closely just now, but that, of course, 
would affect the profits which would 
be available for distribution in 1904. 
A.-==Yes. 

Q.—To the extent which you de- 
pleted the surplus. Then since the 
completion of the quinquennium end- 
ing December 31st, 1904, you have no 
embargo upon your profits in respect 
of that raising of the reserve? A.— 
Not on those old policies. 


Q.—And your new business written 
since the lst January, 1900, has all 
been written upon a stil] higher basis, 
on the 8 per cent, basis? A.—We have 
been holding an Hm. 38 per cent. re- 
serve in respect of the new business 
since 1900. 


Q.-—And in respect of that you have 
charged the higher premiums? A.— 
Yes, the premiums were raised about 
January Ist, 1900. The old premiums 
were abandoned and a new set of rates 
adopted. 


Q.—That is for all new business? A. 
Yes. 


Q.—Of course, you did not alter or 
affect in any way the premiums upon 
the policies written prior? A.—Not at 
all. 


Q.—Were the premiums in respect of 
the new business fixed with reference 
to the Hm. table with 3 per cent. for 
how was that? A.—The rates adopted 
were really Hm. 3} per cent., the uni- 
form rates adopted by the Canadian 
companies, but, as is quite a common 
practice, the company is holding ac- 
tually a 3 per cent. reserve out of that. 
A little later on we adopted tables 
upon a 3 per cent. standard and the 
bulk of the business for recent years 
has been written upon this 3 per cent. 
basis. 

Q.—Can you fix the date when you 
changed from tue 33 per cent. pre- 
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mium to the 3 per cent.? A.—The Ist 
January, 1903. 

Q.—Up to that date your premiums 
were all fixed with reference to a 34 
per cent. rate? A.—Yes. 


Q.—With respect to the new busi- 
ness? A.—Yes. 

Q.—And after that date, you said a 
moment ago, the bulk of the business 
was with reference to a 3 per cent. 
basis? A.—No, this Canadian uniform 
rate is still nominally in use , but al- 
most all the business is written on the 
higher reserve premium. 


Q.—What do you mean by almost all 
the business? Do you insure A, charg- 
ing him a premium fixed with refer- 
ence to 3 per cent., and B., charging 
him a premium fixed with reference 
to 33? A.—Yes, a man may choose 
either of these different policies. They 
are different contracts. The 3 per 
cent. contract would call for much lar- 
ger privileges. 

Q.—A larger premium and you say 
larger privilegesP A.—Yes. 

Q.—That we can discuss when we 
come to the discussion of your poli- 
cies. The statement as I understand 
it is this, between 1900 and 1903, pre- 
miums fixed with reference to 34 per 
cent. uniformly? A.—Yes. 

Q.—Since 1903 an option given to 
the insured whether he will pay a high- 
er premium fixed with reference to 3 
per cent. and have greater privileges 
or pay the old premium and have the 
old privileges? A.—Yes. 

Q.—Then let us see that this mem- 
orandum is clearly understood. Your 
memorandum is ‘‘had the company con- 
tinued to value upon the Government 
basis. policyholders and stockholders 
would have been paid or credited with 
additional profits up to 1907 as fol- 
lows, in 1904 $500,000 approximately.’’ 
Just explain that? A.—We did not 
have two valuations at that point to 
ascertain the exact difference. But 
there were two valuations a year or 
two later, so that we approximated 
very closely to what it actually would 
have been had we had the two valua- 
tions. 

Q.—The two valuations being what 
you have spoken of with regard to 
‘the adoption of the American Experi- 
ence 4 per cent.P A.—Yes. 

Q.—If that had not been adopted 
and your reserves written up in that 
respect, your estimate is that approxi- 
mately half a million dollars would 
have been free for distribution at the 
end of that quinquennium? A.—Yes. 

Q.—Which was not distributed? A. 
—Yes. 
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Q.—Then with reference to 1899 you 
have about $1,070,000 approximately. 
Is that the sum of money that was 
taken out of the actuaries 4 per cent. 
then adopted, leaving the # of one 
per cent. bonus divisible? A.—What 
is your question again, please? 

Q.—You have described to me how, 
after taking the opinion of these ac- 
tuaries and the opinions of other peo- 
ple, what the company did was to 
take the actuaries 4 per cent. table 
as the method of valuation for its old 
business ? A.—Yes, then this pro- 
ceeds on the assumption that if we had 
not strengthened the reserves in 1894 
that sum would have been available 
for distribution, this $500,000, and as- 
suming that it had been distributed 
and we come along to 1899, the differ- 
ence between the Government stand- 
ard and the basis upon which the dis- 
tribution was actually made 

Q.—That is the actuaries 4 per 
cent P A.—Yes, would have been 
this sum $1,070,000. 

Q.—If you had not put into reserve 
that approximate half million dollars 
at that time, but had distributed it, 
then you would have had this? A.— 
Yes, that would be the difference be- 
tween the basis adopted and the Gov- 
ernment basis, less this interest on 
this amount previously distributed. 

Q.—Why less interest? A.~Because 
this was the actual difference between 
the valuations, but this amount, the 
$500,000, would have been paid away. 

Q.—And you would not have earned 
interest upon it? A.—Yes. 

Q.—Then in 1901 $995,000 is esti- 
mated, less interest upon the whole 
million and a half, presumably with- 
drawn. Was that the sum ‘put into 
reserve by writing it up to Hm. 
3i? A.—That is the difference between 
Hm. 33 and the Combined 4, the ac- 
tuaries 4. The ‘actual difference be- 
tween the Hm 33 and the Com- 
bined 4 would be $500,000 more than 
this. We actually had this $500,000 
set up. 

Q.—Then that takes into considera- 
tion the $225,000 and the $275,000 
we have spoken of? A.—Yes, that is 
right. The total makes up the $2,- 
565,000. 

Q.—Then the three sums, that for 
1894, that for 1899 and 1901 make 
up a total of $2,565,000? A.—That is 
the amount required to pass from the 
Government standard to the new Hm. 
3% per cent. 

Q.—That is to pass from the stand- 
ard which you were using prior to 
1894? A.—No, that is from the Gov- 
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on that basis. 

Q.—Yes, you are right about that. 
By reason of tproceeding from one 
Government standard to the new Gov- 
ernment standard? A.—yYes, the 
amount required. 

Q.—Then you put it in another 
way; ‘‘this $2,565,000 was the excess 
of the company valuation in 1901 over 
the valuation by the Government 
standard and may be analyzed as fol- 
lows: 

First, excess of American 4 per 
cent. reserves over the Hm. 43 
$898,000 approximately. 

Second, excess of Actuaries 4 per 
cent. over American 4 per cent., $400,- 
000 approximately. 

Third, excess of Hm. 34 and Hm. 
3 per cent.’? Why is that inserted, 
Hm. 3? A.—Because this valuation 
was made——— 

Q.—To pass at the end of 1901? 
A.—Yes. 

Q.—And therefore, includes? A.— 
Some slight excess reserves on account 
of the two years’ business. 

Q.—The two years’ business on 
which you were reserving at the rate 
of 8 per cent.P A.—Yes. 

Q.—The difference is $1,267,000. 
Have these last figures you have given 
been ‘calculated or just estimated? 
A.—They are very closely approxi- 
mated. The last is exact. 


Q.—Because there _was a valuation 
then in fact? A.—yYes 

Q.—Then you have summed it up 
in this way: ‘‘the monies originally 
required to make these changes were: 

For the first change in 1894 $500,- 
000 approximately. 

For the second change in 1899, 
$352,000 ; 

And for the third change in 1901 
$1,267,000. Or a total of $2,119,000. 
A.—As a matter of fact, of course, 
in here there is $500,000, which was 
set up there, in 1899, so there is 
really $500,000 of this which goes in, 
the 225 and 275 which you were 
speaking about. 

Q.—Had that not better be correct- 
ed? <A.—It is there, sir. 

Q.—‘“‘The company anticipated the 
third change by setting aside the spe- 
cial sums of $225,000 in 1898 and 
$275,000 in 1899.’’ Just do that so 
that we will see the effect of it. Plus 
$500,000 and minus $500,000, $852,000 
a 1899 and $767,000 in 1901? A.— 

es. 

Q.—The difference between $2,119,- 
000 and $2,565,000 is accounted for by 
the fact that the former sum has 
been accumulated so as to produce the 
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latter sum at the time of the writing 
up of the reserve? A —Yes. 

Q.—Now we have the _ history of 
these reserves and I have some ques- 
tions to ask you about the method 
that was adopted. Do you agree with 
the statement made in one of the 
opinions we have, that the strengthen- 
ing of this reserve ought to have been 
made.at the expense of the old policy- 
holders? A.—Certainly, unquestion- 
ably. 

Q.—Why? A.—The fact that it be- 
came necessary to change to this new 
reserve basis meant that the company 
should, or shall I put it this way, if 
the foresight of the directors had been 
as good as their hind sight they would 
have gradually over a series of years, 
have been setting aside reserves on 
these old policies and they would have 
arrived at this same basis which we 
had to come to after we knew the 
facts. That is the common practice 
of British Companies. 

Q.—What you say is that assum- 
ing that the directors had made pro- 
vision with respect to the fall in the 
rate of interest and any other circum- 
stances that made it necessary to build 
up the reserves, that would have been 
done by withholding from the policy- 
holders all these years a sum which 
would compensate for that? A.— 
Yes, and as a matter of fact that was 
being done by prominent companies 
in other parts of the world. Our 
company went along disregarding to a 
certain extent the rate of interest 
and we had to do, perhaps a little 
rapidly, what might have been done 
more slowly in the previous quin- 
quennial period. 


Q.—Would the policy of strength- 
ening the reserves have been a policy 
which would be desirable to follow 
apart altogether from the  legisla- 
tion? A.—We would have done it 
apart entirely from the legislation. 
Unquestionably. As a matter of fact 
when we passed to the American 4 
per cent. standard there was no 
compulsion then from Ottawa, be- 
because their standard was lower. 

Q.—Then we have seen what was 
said by Mr. Ramsay at these various 
meetings and what was said at the 
Board meeting later on. Is _ there 
anything more to be added to that 
with respect to the considerations 
which the company gave the question 
before the legislation, what have you 
to say as to the matter being dis- 
cussed and a policy being laid down? 
A.—Well, having got the opinions of 
these consulting actuaries. 
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Q.—No, I mean before that date 
because you were telling me_ that 


apart altogether from the legislation, . 


which took place in 1899, your Board 
would have done what was_ subse- 
quently done by way of strengthen- 
ing the reserve as a matter of general 
policy and uot because they were 
under any compulsion. A.—That is 
indicated by the addresses of Mr. 
Ramsay, which were read by you, and 
by the setting aside of these special 
sums of $225,000, for instance, in 
1898, that was $225, 000 over and 
above the American 4 per cent. stan- 
dard, which was as we saw some 
$500,000 in excess of the Canadian 
Government standard. 


Q.—There is a letter in that connec- 
tion that I want to ask you about, 
A letter which is in our possession, 
dated the 3lst May, 1890, and writ- 
ten by Mr. Ramsay to a gentleman 
named Wilson. ‘‘Yours of yesterday 
to hand, as to profits on policy’’ num- 
ber so and so. ‘‘When we declare 
profits at 3lst December, 1894, if this 
policy is in force it will then be enti- 
tled to a 5 years share. You ask why 
the profits upon this occasion are a 
trifle less than they were at the 
last division. This is readily ex- 
plained by the fact of a reserve of 
$250,000 having been retained on 
account of the probable change to a 
basis of 4 per cent., which we think 
the Government will ere long require 
the Company to adopt.’”’ What is he 
referring to there? A.—This $250,- 
000 was it? A.—Apparently, yes. 
above the American 4 per cent. I do 
not know whether I called it 225 or 
250. Possibly I called it 225. 


Q.—I think you did. At all events 
that was the sum and it was $250,- 
0000 was it? A.—Apparently, yes. 


Q.—Then starting with the set- 
ting apart of this $250,000 and with 
the alteration in your table, and fol- 
lowing that up with the setting apart 
of the $225,000 and the $275,000, 
your answer to me is that that gives 
what you know of the attitude of the 
company towards that questionP A. 
—Yes, the directors would, from 
their knowledge of the fall in the rate 
of interest have taken this course 
entirely irrespective of any action on 
the part of the Government. 

Q.—What objection can be urged 
against the course of gradually rais- 
ing these reserves and not passing 
dividends at all? A.—Well, my 
answer would be that I think we did 
do’ it gradually. 


Canada Life. (F. Sanderson, Ex’d.) 


Q.—You had a very large sum to put 
into reserve in order to bring your 
business to the 33 per cent, basis? A. 
—Yes, as a matter of fact, when the 
Government Bill was first introduced 
the period was very much shorter, and 
had the Bill gone through as first in- 
troduced we would have had to do it 
in a much less period. 


Q.—As the Bill was you had really 
15 years in which to do it? A.—dAs it 
finally went through, but we com- 
menced you see, some 10 years prior 
to the Government action. 


Q.—So much the better I shotid 
have said for following up the policy 
of doing it gradually? A.—Well, we 
took the advice of the best experts we 
could obtain. 


Q.—There is nothing in Mr. Fack- 
ler’s opinion to prevent your adopting 
the gradual policy? A.—I certainly 
think there is, sir. He said that he 
thought we certainly should not adopt 
any less conservative course, and Mr. 
Manley advised the complete passing 
of the bonus, so that we think we pur- 
sued a moderate course taking into 
account all the facts. 

Q.—What difference would it have 
made in the final result to the com- 
pany if you had adopted the gradual 
course and written this up say at the 
rate of $100,000 a year? A.—TI think 
the net result would have been to 
produce less profits for the policyhold- 
ers in the end. The sooner you get 
your reserves up, the more earning 
power you create. 

Q.—Supposing you start with 100 
policyholders in 1890 and supposing 
you have 75 per cent. of them in 1900, 
then in 1910 some of those will have 
disappeared? A.—Yes. 

Q.—Those who disappear before 1910 
will have borne the whole brunt, so far 
as their policies are concerned, ‘of this 
increase in the reserves and the mak- 
ing good will be to those who sur- 
vive, isn’t that soP A.—yYes, but in 
reply I would say that those same pol- 
icyholders had extremely large bonuses 
declared upon their policies in the 
past and they could have no just cause 
to complain. 

Q.—But so did the others who are 
going to reap the future benefit of 
this large increase in investments. Is 
there not a differentiation in the treat- 
ment of policyholders of the same 
class? A.—Well, you might apply 
the same remark to the recent action 
of the Standard Life which has just 
passed its entire bonus for 5 years. 

Q.—I am not afraid to ask you to 
criticize that? A.—We think our 
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course was moderate compared with 
that. 

Q.—Because the Standard Life did 
it that does not stop all criticism, of 
course? A.—No, but this is the re- 
cognized British method. 

Q.—Then do you agree with me that 
there is that much to be said at all 
events that the policyholders who sur- 
vive benefit at the expense of the pol- 
icyholders who do not survive? A.— 
Yes, but the.same objection would 
apply to the strengthening of the re- 
serves at previous periods. 

Q.—No doubt, and that, if it is an 
evil at all, is an evil which must be 
minimized as much as possible, and 
you would minimize that as much as 
possible by adopting the gradual pol- 
icyP A.—Yes, 

Q.—What is to be said, Mr. San- 
derson, about a matter which is men- 
tioned here (Pamphlet, Opinion of Ex- 
perts, Exhibit 199.) Mr. Fackler 
says, ‘“‘along with this I understand 
that it is also proposed to omit the 
usual quinquennial bonus to sharehold- 
ers.’ A.—At each prior quinguen- 
nial division the shareholders ‘were 
allotted a bonus, and on this occasion 
it was decided not to give the share- 
holders any bonus. 

Q.—I do not see that bonus in your 
answers to our questionsP A.—Yes, 
you will find it in the list where we 
speak of the rate of dividend declared 
to stockholders. You will find in one 
place there the mention of a bonus. 

Q.—That is a long time ago? A.— 
Oh no, within the period we are dis- 
cussing. 

Q.—There was one bonus of $25 
per share paid, that is a 50 per cent. 
bonus, paid on the Ist of April, 1895. 
That is the only bonus I have seen 
there at allP- A.—Very true, if you 
go baek further, to the prior quin- 
quennial period you will find the same. 
If you had 1890. This is for 1895. 

Q.—What you say is that I would 
have found that same bonus if my 
questions had extended further back 
than 15 yearsP A.—Exactly. 

Q.—Then you sav that is the. bonus 
that is referred to here, the quinquen- 
nial bonus to shareholders which was 
spoken of and which was in fact passed 
on this occasion? | A.—Yes, the share- 
holders got no bonus. 

Q.—The ordinary dividend was paid 
to the shareholders? A.—Only the 
ordinary dividend. 

Q.—Then at page 6 of the pamphlet 
containing the opinions (Exhibit 199). 
Mr. Manley says, ‘‘by valuing on the 
basis of 34 per cént. interest instead 
of 44 per cent. there will be more pro- 


6 EDWARD VIL. A. 1906 
Canada Life. (F. Rancerson, Ex’d.) 


fit from interest and less Sonn loading, 
which in the earlier years of a com- 
pany would produce a smaller surplus 
in consequence of the smaller amount 
of the funds; but after the company 
had existed for 20 years the surplus 
would be larger in consequence of the 
increase in the profit interest on the 
funds exceeding the increase in the 
profit from the loading.’? What does 
that mean? A.—When you change 
say from an Hm. 43 per cent. basis to 
an Hm. 34 per cent. basis, your new 
net premium will be higher, so that 
you have, so to speak, eaten into your 
loading by reason of the new valuation 
basis. You lose from loading but on 
the other hand you gain from inter- 
est. 

Q.—The loading goes for expenses 
and does not earn interest, while the 
net premium goes up in investment 
and earns interest? A.—The mar- 
ginal loading is depleted because it re- 
quires a higher net premium. That 
is there will be a saving of interest, 
but the gain from interest will not, for 
a period, for a number of years offset 
the loss from loading. Mr. Manley 
put that at the period of 20 years. 
From a calculation we have made we | 
would put it at a shorter period. 

Q.—What period would you put it 
atP A.—It would vary from about 
12 to 18 years. Of course on these 
old policies there would be a gain in 
interest. He is referring specially to 
new policies taken out. It would take, 
say, 12 or 13 or 14 years for the inter- 
est to overcome the loss in loading. 

Q.—You have provided in your gross 
premium for the loading in respect 
of expenses to be borne in the years 
following the change in reserve? A. 
—Yes, but the marginal loading on 
those premiums is depleted by reason 
of the change in the valuation basis. 

Q.—On the same principle won’t 
that apply to old as well as to new 
business, won’t there be that same de- 
pletion in the loading? A.—Yes, cer- 
tainly, but there will be some gain 
from interest in these old policies be- 
cause the reserves have already passed 
this 12 or 15 year period, and the gain 
from interest commences there. 

Q.—Now, do you say there is any 
operative gain from interest commenc- 
ing until you have actually put the ad- 
a tional sum in reserve? A.—No, not 
until you have made the change. 

Q.—Then if you have made the 
change in 1900 or 1901 you cannot ex- 
pect the depletion in loading to be 
overcome by the increase in profit in- 
terest for 20 years or for 18 or 14 
vears, according to your ideaP A.—I 
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.vorld say 12 to 13 years from the com- 


mencement of the policy. 

Q.—Why from the commencement 
of the policy when you are not com- 
mencing to get the profit interest in- 
creased until 1900? A.—Because 
we change the whole reserve at once, 
and on these old policies the gain 
from interest by reason of the large 
reserve will more than off-set the loss 
from loading, 

(a.—Then what you say is that 
when you strengthen your reserve, 
your reserve is strengthened by mak- 
ing an allowance which calculates in- 
terest from the date when the reserve 
ought to have been higher? A.—Yes, 
bring it up right from the beginning. 

Q.—You bring it up from the be- 
ginning, that is the date of the pol- 
icy? A.—Yes. 

Q.—That is you calculate a reserve 
to-day as if you had started at that 
rate of interest at the beginning of 
the policy? A.—Exactly. 

Q.—Then you say, if a policy had 
been on foot 12 or 18 years, or 20, 
according to Mr. Manley, it is al- 
ready, by reason of the change in 
reserve, earning more interest than 
the depletion in the loading? A.— 
Yes. I might say, that is why the 
British companies strengthen the re- 
serves from time to time, it is largely 
with a view to maintaining their rate 
of bonus to policyholders. If they 
let their rate of interest run down, 
their margin of interest, their profits 
to policyholders will, of course, fall 
away and they keep up this margin of 
interest; the rate differs between the 
rate assumed in the valuation and the 
rate actually earned, with a view of 
maintaining their bonus to _ policy- 
holders. 

Q.—There is another ‘passage in 
Mr. Manley’s opinion. After he has 
made his calculation, he says: ‘‘There 
is a difference of $30.67 on a thousand 
dollar policy to come from some- 
wheére’”’ and he says.‘‘It can only come 
out of the past undistributed profits 


--or profits yet to be earned. If the 


company has refrained from provid- 
ing for the change before its net rate 
of interest has fallen to a 4% per cent., 
it would seem to be in a somewhat 
parlous state and would have 'tio: 
make the change graduallly, absorb- 
ing in the process all or a large por- 
tion of the nominal profit made in 
the meantime.’’ Your company had 
‘only made a partial provision for this 


change? A.—Yes. 


Q.—And why then was it not a 
company to which this language ap- 
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plies, it would have to make the 
change gradually? A.—Because the 
company was not in the position of 
the hypothetical company there des- 
cribed. As he says later on we had a 
substantial surplus and were not in 
the parlous state of the company to 
which he refers. 


Q.—He is not speaking here of the 
surplus, he says, ‘“‘If the company has 
refrained from providing for the 
change before its net rate of interest 
has fallen to 44 per cent.??? A.—I 
would take it that he meant by pro- 
viding, accumulating a surplus. 


Q.—I would have thought accumu- 
lating a surplus for the purpose of 
division was not accumulating reserves 
for the purpose of strengthening the 
reserve? A.—KEither leaving it in 


‘accumulated surplus or having a spec- 


ial reserve set aside gradually. 


Q.—Do you take this to mean that 
if the company is able to make the 
change in one year by passing a 
bonus, that that is what he recom- 
mends? A.—I think so. 


Q.—Could you make me a calcula- 
tion, or perhaps you have it made, 
showing what would have been the 
effect upon your quinquennial distri- 
bution of profits since 1899 had you 
adopted the method of equalizing 
over the whole period fixed by the 
statute? A.—I am afraid that would 
take a considerable time to arrive at. 

Q.—Would the bonus distributions 
in respect of each quinquennium 
have been substantially affected if you 
had adopted that means and taken 
the whole 15 years? A.—We would 
have declared gradually smaller bon- 
uses. It would have been a sort of 
sliding scale downwards, and people 
get tired paying debts slowly and 
they would just as soon pay them and 
get rid of them. 

Q.—But policyholders get tired of 
having their obligations discharged 
slowly too? A.—Well, we think our 
policyholders, as a whole, approve of 
this course. 

Q.—You think, as a whole, they do? 
‘ASE think ‘so. 

Q.—I have not met that class in the 
course of this inquiry yet? A.—Well, 
I have met a good many. Naturally, 
of course, you meet the other class. 

Q.—There is a good deal, of course, 
in that, I suppose? A.—This is the 
other side of the story. ‘‘They are 
satisfied.’?’ (Pamphlet.) 

MR. NESBITT: I think I can 
hardly ask Mr. Shepley to put that 
in by way of explanation. 
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MR. SHEPLEY: Then is there any- 
thing in this aspect of the question. 
Mr. Sanderson; if you had deferred 
until the statutory periods making the 
alterations, would you not have affect- 
ed a lesser number of policyholders? 
A.—Possibly. But the legislation did 
not proceed on the basis that the 
companies should or would take that 
time. It simply said there is a fixed 
period of time within which all com- 
panies must come to that basis. 

Q.—But you would have been ab- 
solutely complying with the statute if 
you had taken the 10 and 15 years? 
A.—Yes. We would not be complying, 
though, with the best actuarial ad- 
vice. 

Q.—And you would have produced 
this result, would you not, that you 
would have affected the profits of the 
minimum number of _ policyholders, 
because of course, in 1910, a great 
many of these policies would be out of 
the way and in 1915 a great many 
more? A.—TI don’t think there is any 
virtue in the special period of time 
fixed by the Government. 15 years is 
no better than 10 or 20 years. Why 
not say 20 years? There is no virtue 
in 15 years. 

Q.—At the end of 20 years would 
you affect fewer policyholders than if 
you did it at once? A.—Well, I 
would say the best actuarial advice 
was in the other direction and tho 
practice of the best English compan- 
ies would lead us to do as we did. 

Q.—If you will leave the practice 
and the advice out of the question 
and just answer that, if you please. 
Is it true, without any qualification, 
that by taking the 10 and 15 year 
periods, you would affect the mini- 
mum number of policyholders? A.— 
That is true, but at the same time the 
company— 

Q.—Won’t you give it to me without 
qualification? A.—No, sir. 

Q.—It is true? A.—It is theoreti- 
cally true, but practically the com- 
pany was not earning at that time a 
44 rate of interest and it would be 
utterly unjustified at going on at this 
rate of interest for a further period, 
valuing on that basis. 

Q.—The valuing on that basis is 
only for the purpose of producing a 
technical solvency, is it not? A.— 
Yes, but the valuing on a higher ba- 
sis— 

Q.—You would not have any diffi- 
culty whatever as between the com- 
nany and your policyholders in dis- 
charging all your ckligstions without 
writing up the resertef A.—It could 
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have been done, but we think on ths 
whole the course we pursued was the 
best. 

Q.—I want to see what criticism can 
be made of it and I «am sure you will 
answer me candidly about that. Is 
it not a desirable thing that you shall 
disturb the least possible number of 
policyholders? A.—I think distur- 
bances generally are a good thing to 
be avoided. 

Q.—Then you would say yes to that? 
A.—What is your question again? 

Q.—Don’t you think it is desirable 
to disturb the interest of the least pos- 
sible number of policyholders? A.— 
Yes, but we have to take into con- 
sideration the whole body of policy- 
holders and not any particular few 
who may go out now or die within a 
year or two. 

Q.—I want you to take into consi- 
deration the whole body. Won’t you 
disturb the least number if you take 
the gradual policy? A.—My answer 
is that we did pursue a gradual pol- 
icy. 

_ Q.—If you pursued a more gradual 
policy? A.—If we had taken the ful 
period of timeP 

Q.—yYes, if you had taken the 10 
and 15 years you would have affected 
the profits of the least possible num- 
ber of policyholders? A.—We com- 
menced 10 years sooner than the Gov- 
ernment and finished the process pro- 
portionately sooner than the Govern- 
ment required. 

Q.—That is not what_I have asked 
you. JI do not think you have any 
objection to answering what I have 
put to you? A.-There is no doubt 
that if the company had done it more 
gradually, a man who went out, died 
or surrendered, would have been in a 
better position had it been done slow- 
ly, there is no doubt about that. 

Q.—And the policyholders who would 
have been affected would have been 
the policyholders in force at the time 
you finally complied with the statute? 
A.—Yes, we could not tell who was 
going to die or surrender. 

Q.—I am not saying it was done for 
the purpose of favoring anyone, but 
that is not the point? A.—We can- 
not make any change without disturb- 
ing someone in any company. 

Q.—A result of the course that was 
taken was to retain in the hands of the 
company a larger sum for investment? 
A.—Yes. 

Q.—Then $875,000 was practically 
at the same time called up on the 
capitalP A.—yYes. 

Q.—Wou!3a it have been possible to 
have devoted that ‘capital to the 
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strengthening of the reserves? A.— 
IT don’t know of any argument or rea- 
son why that would be justifiable. 
Q.—Do you know of any reason 
against it? A.—I know of no case— 
Q.—The people who put up this 
capital were getting a much larger 
sum out of which to earn dividends, 
and they were getting a~mucad larger 
sum by the strerigthening of the re- 
serve? A.—I come back again to the 


position that these reserves should 


have been put up in the first place 
over a prior period of years by the 
policyholders. 

Q.—But the want of foresight was 
the want of foresight on the part of 
the directors, not of the policy hold- 
ers? A.—But the policyholders take 
that risk in every company. 

Q.—So do the shareholders? A.—- 
No, the shareholders take the risk of 
getting a certain share of profits. Just 
as Mr. Manley put it in his opinion 
there, the change will have to be borne 
by the policyholders and shareholders, 
and the shareholders did their part of 
it. 

Q.—They passed a bonus? A.—No, 
they did more than that. 

Q.—What else did they do? A.— 
This $2,565,000 which was required to 
change the reserves, had that been 
distributed the shareholders would 
have got the benefit of that. $250,- 
000 odd went right over to the credit 
of the policyholders. 

Q.—That is they lost that 1/10th 
besides providing the 8 per cent. which 
they did not lose but went towards 
providing a bonus which was passed? 
A.—lIt went towards strengthening the 
reserve. It would have been a very 
large bonus. 

Q.—The refraining from tolling the 
10 per cent. compelled the passing of 
the bonus to the shareholders? A.— 
Yes. 

Q.—That was the only effect it had? 
A.—There was that $250,000 odd which 
they gave up and that went to the 
credit of the policyholders. 

MR. NESBITT: They absolutely 
gave up $250,000 which has gone into 
the reserve and never can be got back 
again? A.—No doubt. 

MR. SHEPLEY : 
mean? 4 

MR. NESBITT: Why, that must be 
so. You do not mind my interrupt- 
ing you? 

MR. SHEPLEY: I do not mind at 
all, but the argument seems to me fal- 
lacious. 

MR. NESBITT: They were entitled 
to $250,000 odd to be distributed to 


How do you 
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them. They did not get that. In- 
stead of that it is handed over into 
another sum, it is allocated to a place 
from which they can never get it back, 
under the Act. They can get back 
only the 10 per cent. on what that 
mav earn. Instead of getting that 
$250,000 that I am entitled to, I give 
it to you the policyholder and I can 
get back onlv the interest on it. 
MR. SHEPLEY: What greater ef- 
fect has that than passing the bonus? 


MR. NESBITT: The greater effect 
is that I do not get it at all. Speaking 
as a shareholder, I will never get a 
cent, I have made a vicarious sacri- 
fice of myself for the benefit of the 
policyholder and this is the thanks I 
get, daily abuse and a threat to for- 
feit my capital, if my friend Mr. Hell- 
muth was to have his way. 


WITNESS: Then thi§ document is 
a valuation basis of the British com- 
panies brought down to date. 


MR. SHEPLEY: I think it per- 
fectly proper that that should be put 
in. Mr. Sanderson has had prepared 
the valuation basis of prominent Brit- 
ish companies. You have not omitted 
any that are of prominence? A.—I 
think not, sir. 


Q.—I do not see the company that 
is on the 2 per cent. basis? A.— 
There are quite a number of compan- 
ies at the first that are on 2} per cent. 
Mr. Manley speaks of one or two, but 
since that date there must be 8 or 9 
companies on the 23 basis. 


Q.—I thought he spoke of 2 per 
cent. There are 23, 23 and 3 and 34? 
A.—That company on the 2 per cent. 
basis, the Hand-in-Hand has, I think, 
been taken over by another company. 


Q.—What is the date of this state- 
ment? A.—It is from the latest pub- 
lications from England. 


Q.—How is that affected where dif- 
ferent tables are usedP I see the 
O.M. table is used by some. The O.M. 
& What difference will that make? 
A.—Just as before when speaking of 
the H.M. and H. M. 5. The O. M. 5 
wuld, I think, bring out reserves 
slightly less than the O.M. 

Q.—The same asthe H.M.5 <A.— 
Yes. 

Q.—What is English No. 1? A.— 
That is a table sometimes called Eng- 
lish No. 1, sometimes called Far’s 
table. A table very ‘old and based 
not upon life insurance companies ex- 
perience but upon the population ex- 
perience. It is a table which has been 
abandoned long ago by all the best 
companies. 
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Q.—I see it is being used by the 
Standard now? A.—They have aban- 
doned it. 

Q.—Does that produce a lower or 
a higher reserve? «.—It would bring 
out a materially lower reserve than 
the H.M. table. 

Q.—Do you say the Standard has 
abandoned it? A.—Yes, they have 
acopted the new O.M. table. 

Q.—But you have it here’ A.— 
Yes, since that nubtication was issued. 

Q.—What was the date of that pub- 
lication. A.—It would be in 1905, I 
think. It is only in the last few days 
that the Standard Life has decided 
to pass their bonus. 

Q.—Now, if you will take these 
tables and let us have a little explana- 
tion of them. This is in respect of 
assets and this is an illustration of 
the growth of the funds, that will 
come next, and the growth of new 
business and expense ratios. We will 
take them in that order. This table 
is called percentages of individual 
to total ledger assets? A.—Yes, this 
shows the manner in which the com- 
pany’s funds are invested, by percent- 
ages. I did not prepare that. It is 
one of Mr. Watt’s Exhibits. 

Q.—You have decreased call-loans in 
these 5 years very considerably? A. 
—Yes. 

Q.—You have increased your hold- 
ings in railway and miscellaneous 
bonds and in stocks substantially? 
A.—Yes. ; 

Q.—That is probably sufficiently ex- 
plained. (Exhibit 201). One of the 
actuaries of the Department has called 
our attention to the fact that in giv- 
ing his evidence, Mr. Harvey, you 
know Mr. Harvey. of course? A.— 


- Yes. 


Q.—Mr. Harvey said this at page 
667: ‘I might also add that if the 
system of valuation that we have here 
in Canada and the States was ap- 
plied in its integrity to the British 
business half the companies would 
probably be insolvent, because they 
could not stand the reserves. In other 
words the requirements in this country 
and the States are far more stringent 
than in England.”’ A.—I do not 
think I can characterize that too 
strongly as absolutely fallacious. The 
reserves in England are materially 
higher than in the United States and 
Canada. He is absolutelv wrong. ° 
Q.—He savs in anou.er place, ‘‘The 
valuation of policies in Great Britain 
ig very elastic in its working. It is 
left very largely to the company. Q. 
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—And it publishes the way it values? 
A.—It has to under the law.” A.— 
I cannot. understand that. 


Q.—You cannot understand Mr. 
Harvey having made a statement of 
that sort? A.—TI cannot. 


Q.—Mr. Harvey of course had not 
been in practice in England for a 
good many years? A.—No, I believe 
not. 


Q.—He may have been speaking of 
a previous date? A.—It is true that 
away back in 1870 and prior to that 
the valuation basis of many of the 
British companies was somewhat weak. 
They were actually valuing upon 
what was called a gross premium val- 
uation basis, but since ’70 and along 
to the nresent the very reverse is the 
truth. 


Q.—Then this table, Mr. Sander- 
son, ‘‘ an illustration of the growth of 
funds.” That is not the growth of 
investments but of funds? A.—Re- 
presenting a group of policies. 

Q.—You have taken 3 policies at the 
age 385, whole life, 20 payment life 
and 20 year endowment. The prem- 
iums are respectively, $28.10, $38,15, 
and $52.05. The whole life policy 
premiums less expenses are a minus 
quantity at the end of the first year? 
A.—Yes. 

Q.—And at the end of the 2nd year? 
A.—A positive quantity. This is the 
actual fund in hand. 

Q.—You paid outthe whole of your 
first premium in expenses and $7.03 


besides? A.—Yes. 


Q.—That is the first column. Then 
the next column is the fund at the 
beginning of each year. I think I 
will leave that until we come to the 
profit and loss statement. What is 
this ? A.—An exhibit showing tne 
new business of the company from 
"98 to 1905, and for the same years 
the total expense of the company. 
This column gives the ratio of new to 
old business, showing a gradual in- 
crease in the ratio of new and old 
business. 


Q.—That is Exhibit 196. Then 186? 
A.—This is an exhibit which Mr. Hell- 
muth referred to yesterday. 

Q.—That takes the various Cana- 
dian companies, gives their net prem- 
ium income, total income, general 
expenses and ratio? A.—Yes. é 

Q.—I think you said when Mr. Hell- 
muth was examining, that that was 
sure to be misleading. that it was not 
reliable at allPp A.—Yes. 

(Adjourned at 2 o’clook). 
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—Resumed at 2 P.M., June 6th, 
1906. 

—Examination of Mr. Sanderson 
continued : 

MR. SHEPLEY: Q.—yYou have a 


copy I think of this profit and loss 


statement for the year 1905? A.— 
Yes. . 

Q.—This gain and loss exhibit is 
made up upon a somewhat different 
basis in one respect from the profit 
and loss statement that you have been 
accustomed to make for the Insurance 
Department in Minnesota? A.—Yes 
sir. 

Q.—Explain in what respect it is 
different? A.—It differs in separat- 
ing the first year from the rest of the 
business. 

Q.—In asking for this exhibit one 
purpose was to separate the cost of the 
first year business from the cost of 
other business for the purpose of test- 
ing the soundness of your explanation ; 
the first item is loading first year 
premium,state what that is—it is $77,- 
758.80, what is it in point of fact? 
A —That is the leading upon the first 
year’s premiums upon the valuation of 
the company. 

Q.—That is all that is left of the 
gross premium after taking the net 
premium out? A.—Yes. 


Q.—What has been done, the policy 
of your company with respect to that 
loading, do you load with a view to 
meeting expenses only, or do you load 
with a view to providing some margin 
for profit? A.—Of course with profit 
policies have that in view, although I 
do not know that there is any specific 
sum included in the loading for that 
purpose, 

Q.—How do you arrive at the load- 
ing? A.—The loading on these uni- 
form premium rates is on the basis of 
the Hm. 34 net premium, and the load- 
ing on the Hm. 34 premium is 20 per 
cent. plus $3 for nearly all the plans. 

Q.—That is you take your net prem- 
ium, you calculate 20 per cent. upon 
that and increase that by $3, that ‘s 
the loading? A.—Yes. 

Q —Is that the loading in respect of 
all classes of participating? <A.-—No, 
this higher premium policy which yeu 
were speaking of this morning based 
on a 3 per cent. interest is graded 
down, it is a graded premium, highest 
at the youngest ages and graded down 
to the older ages. The premium is 
really made with competition in view; 
as a matter of fact the loading of 
premiums nearly always have some re- 
lation to actual rates in competit*on. 
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Q.—In the case of the high premium 
policy, how do you arrive at the load- 
ing, what is your formula? A.—It is 
simply the addition of a percentaye. 
upon the net premium graded as I say 
from age 21 down, the highest percent- 
age being at 21 and the lowest at the 
oldest age. 

Q.—What do the percentages raage 
from and toP A.—34 per cent. at 
the youngest age and down to about 20 
per cent. at the oldest age. 

Q.—And do you add any fixed suin 
to that? A.—No. 

Q.—You just take the percentage? 
A —On endowments of course it would 
be somewhat less. 

Q.—Is there any difference in non- 
participating business,as to the load- 
ing? A.—The _non- participating 
premiums are foaded 15 per cent. on 
the whole life policies. 

Q.—That is a loading at all ages? 
A.—Yes. 

Q.—Is there any other informatjon 
that I should get from you with re- 
spect to the method in which you ar- 
rive at this loading which you have not 
given meP A.—No sir, that covers 
the whole situation. 


Q.—The next item is net expected 
death losses in the year 1905 in respect 
of policies issued in that year, $54,- 
780, less net actual death losses in that 
year in respect of such policies, $36,- 
398, or a saving of $18,382. That I 
think differs in some respects from the 
way in which you have been accus- 
tomed to make up your profit and loss 
statement? A.—Yes, that really covers 
only the half year. It is mortality, 
so to speak, on six months of the busi- 
ness. The policies issued in 1905 
would average half a year in force. 

Q —What you have been accustomed 
to do is, as I understand it, to take 
into consideration all the death losses 
in a whole year, going back for in- 
stance in 1905, taking in half of 1904? 
A.—In our own practice it has not 
been separated in this way, there has 
been no occasion. 

Q.-—You have on the second page of 
this exhibit dealt with that different- 
ly? A.—We put it in as a matter of 
information merely to the Commission. 

Q.—I want to bring out and empha- 
size the difference between the meth- 
ods; what you have done in the second 
page of the exhibit is to give the net 
expected death losses in the year 1905 
in respect. of policies in their first year 
of insurance? . A.—Yes. 

Q.—That makes the apparent sav-. 
ing very much larger? A.—Yes. 

Q.—The results according to that is 
$109,355 expected, and then the actual 
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death losses in that year in respect of 
those policies $50,844, making a saving 
of $58,511. In the profit and loss 
statement you have been asked to pre- 
pare on the first page the result is the 
same in the end, because the expected 
death losses in respect of old insur- 
ance would be _ proportionately in- 
creased? A.—Yes. 

Q.—So that you would get the same 
total but— A.—Distributed differ- 
ently 

Q.—What do you say as to the en- 
quiry to find out what the business of 
1905 has cost you, which is the sound 
way to do it? A.—TI think the second 
exhibit would be the fairest. 

Q.—That does not tell you what the 
business of that year has cost you— 
that brings in the considerations of the 
business of the preceding year? A. 
—The second exhibit I think will show 
what the mortality gains on the busi- 
ness for 1905 were, and the premium 
is for the year and the expenses are 
for the year. 

Q.—But it won’t give you in a sep- 
arate form the mortality gains in re- 
spect of business written that year? A. 
—Some of these policies of course would 
be issued in 1904, as you say. 


Q.—And therefore the alternative 
method of writing the account would 
include savings in mortality, which 
ought really to be applied in making 
good the Josses on the business of the 
previous year? A.—Yes, I suppose 
that is true. 

Q.—We will follow out the main ex- 
hibit, having explained that differ- 
ence; you have then in respect of the 
two items of loading and savings in 
ne losses a total of $96,140.80? A. 
-——Yes. 

Q —That is all the provision that 
has been made in respect of the prem- 
ium income of that year for paying the 
expenses of the business written that 
year? A.—That includes the loading 
plus the mortality gains. 

Q.—And that is all you have in re- 
spect of the business of that year to 
make good whatever the expense may 
beP A.—Yes. 

Q.—Your business written during 
1905 cost you $545,430.36, or $449,- 
289.56 more than the provision you 
have for paying the expense out of 
that year’s income? A.—TIn that con- 
nection I would say the division of the 
expenses as between the first year 
and subsequent years is a ‘matter 
largely of opinion, and different per- 
sons making up this statement would 
make it out in different ways. I 
think we have shown a good deal more 
of the expense in making up this 
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against the first year than some of the 
companies would. 

Q.—How did you get at the first 
year’s expense? A.—You will notice 
in the details at the foot. 

Q.—What you say is you have treat- 
ed yourself rigorously in arriving at 
what first year expenses are? A.—I 
think so. 

Q.—In the first place you have put 
in all commissions upon the premiums 
for the first year of insurance $252,- 
565.22—that is right? A.—Yes. 

Q.—There is something genéerous 
about that; the next is bonuses, prizes, 
awards and allowances to agents, that 
is in the nature of commissions. 
$1,769.85? A.—Yes. 

Q.—All advances to agents $1,56}.- 
98, I want you to-explain thatP A. 
—By our system we have in the head 
office, very little, if any advances to 
agents, our contracts are with ‘the 
branch managers and any advances to 
agents which are made are really made 
by those branch managers, and they 
take the responsibility of that. 

Q.—And that does not.enter into 
this item at all? A.—Only in so far 
as it may come in in other expenses 
through the general commissions. 

Q.—You have included everything 
of that sort in the’ commissions to 
your branches? A.—yYes, there was. 
one small case which was secured. 

Q.—This was advance made by 
head office? A.—This was an advance 
made to one particular agency; it was 
secured by a charge against the re- 
newal of that agency. It is a very 
small amount. 

Q.—The next is, medical examina- 
tion fees and inspections $26,373.09? 
A.—That would be largely arising out 
of first year’s business. 

Q.—Then you have put in a group 
certain proportions of head office ex- 
penses—50 per cent. of branch ex- 
penses—what do you say about that? 
A.—That is a matter of opinion, for 
instance with regard to the rents and 
postages and various items, clerks’ 
hire, it is very difficult to determine 
what has reference to first year and to 
subsequent years’ business. 

Q.—Is it fair to measure that by 
taking the proportions of the volumes 
of money coming through the branch? 
A.—In some agencies it would, and 
some not; a new agency probably it 
would be, in an old agency where 
there is a large volume of old busi- 
ness to look after it would not be. 

Q.—The work to be done in the new 
business ig larger than the work to 
be done in respect of the old business, 
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it is more onerous work? A.—Yes, 
but in a large agency where for in- 
stance, take the question of division 
of profits, there is a very large amount 
of work thrown upon the staff at the 
branch offices in connection with that, 
and these rents and so on of these 
branch offices it is difficult to deter- 
mine how much belongs to new and 
how much to old business. 

Q.—I can quite appreciate the diffi- 
culty of that and I do not know 
whether you intended, and you have 
not at all events so far said you think 
50 per cent. is too much? A.—I 
could not tell definitely where it lies, 
I do not know that there is very 
much too much. 

Q.—I suppose if you were not writ- 
ing new business you would hardly 
keep these agencies at allP A.—No. 

Q.—Their reason for existence is 
the extension of your business? A. 
— Yes. 

Q.—Would it be proper to charge 
nearly the whole of the branch ex- 
penditure to that? A.—On the same 
principle you could say that if a com- 
pany were not doing any new busi- 
ness there would be a very much 
smaller renewal commission, which is 
in all these cases put in as a charge 
against the renewal business, you have 
to treat it as a golng concern. 

Q.—At all events what you have 
done is to take 50 per cent., and I do 
not understand you are at all saying 
that is too much?,A.—I am not spec- 
ially quarrelling with the percentage. 

Q.—I dare say in making this state- 
ment it was not desired to show the 
first year business to a greater ad- 
vantage in the matter of experfse 
than the facts would warrant? A.—I 
think that was probably the effect 
of it. 

Q.—45 per cent. of salaries, etc. at 
the head office—why only 45 per 
cent.? A.—I think you will find in 
these exhibits generally that that is 
probably a larger percentage than is 
generally allowed. We would have 
to have our head office. We would 
have to have a staff whether or not 
we do new business. 

Q.—But you would not have nearly 
so large a business if you had no new 
business, and I suppose the actual 
duties performed by the staff in re- 
spect of new business are very much 
greater than those performed in re- 
spect of old business? A.—Not alto- 
gether, you would be surprised the 
amount of work there is in connection 
with old business, loans on policies, 
division of profits, and people writ- 
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ing in for information and invest- 
ments, and there is a very large 
amount of work in connection with 
old business, 

Q.—You put it at 45 per cent.? 
A.—I think that is rather an exces- 
slve amount. : 

Q.—You think that is as much or 
perhaps more than is customary in 
arriving at a profit and loss state- 
ment? A.—I think so. 

MR. KENT: There is a flat con- 
tradiction between that testimony 
and the testimony of the President 
who said if here was no new business 
the company would require hardly 
any expense whatever. 

MR. McCARTHY: That was in re- 
newal commissions. 

MR. KENT: He said the expenses 
would be practically nothing. 

WITNESS: I understood him to 
say the field expenses. 

MR. HELLMUTH: I think he said 
they would be about 6 per cent. in- 
stead of being 29. 

MR. McCARTHY: That is another 
proposition, because that is expense 
ratio; this is of the office staff. 


MR. SHEPLEY: I think we will 
assume for the present that that 45 
per cent. is not excessive as applied 
to new business; 50 per cent. of rents, 
what rents were those? A.—That 
would include all rents, including the 
rents of the head office, the amounts 
charged for the use of the head office. 

Q.—That is putting it upon the same 
basis as the branch expenses, the 650 
per cent? A.—Yes 

Q.—Why do you say 50 per cent. of 
that and only 45 pec cent. of the salar- 
ies, why were thay put upon a differ- 
ent footing? A.—The rents include 
both the head offize and the branches, 
included in the amsunt here are the 
actual rents of the branches, and it 
might be said these were perhaps more 
for new business than the salaries in 
connection with the prior items. 
_Q.—You have 60 per cent. of adver- 
tising, printing, etc., that seems to be 
a very low percentage, is not nearly 
all your advertising in connection with 
pushing your new business?’ A.—Not 
altogether, because we spend a good 
deal of money in publishing our an- 
nual reports and sending information 
to our policyholders. The annual re- 
ports are largely for the information 
of our policyholders, an1 we send them 
publications from time to time. 

Q.—Is not a very considerable pro- — 
portion, a very preponderating propor- 
tion of the amounts spent for adver- 
tising in respect of pushing the busi- 
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ness and getting new insurance?’ A. 
—In connection with last year there 
were special expenses connected with 
the old business—printing and pos- 
tage, which are considerable items, 
and these of course have reference to 
the old business, so that from the point 
of view of printing and postage there 
is a considerable amount there due to 
the old business. 

Q.—Taxes on new premiums, etc.? 
A —tThat of course would be entirely 
applicable to the new premiums. 

Q.—50 per cent. of mis¢ellaneous it- 
ems, what are those miscellaneous it- 
ems P A.—They are charges other 
than those included under those speci- 
fic heads. 

Q.—The total of these items that you 
have given in detail here is $263,- 
160.22; those added altogether, includ- 
ing the commissions total $545,000? 
A.—That would total up to $9545,- 
430.36. 

Q.—That is a very high proportion 
which the cost of procuring this new 
business bears to the premium income 
in respect of itP A.—Yes, unless we 
take into consideration the special cir- 
cumstances of the company. 

Q.—What do you mean by thatP A. 
—I have in my mind the fact that a 
company in rapidly extending and ex- 
panding in business and especially our 
business in the United Kingdom and 
United States, and it is not possible 
to compare a company when it is in 
that transition stage with a company 
when it is in the normal] stage, fairly. 

Q—Do you speak of your progress 
towards the acquisition of new business 
as being in the transition stage? A. 
—I would say there has been a large 
extension of the business in recent 
years entailing a large cost; that is 
explained by the President in his evi- 
dence. 

Q.—You used the word transition, 
you are going to get into some condi- 
tion in the future that won’t be this 
present condition? A.—Exactly. 

Q.—What is that condition going to 
be? A.—What I mean to say is we 
have not in mind—the fact that our 
extension of business is largely com- 
pleted and we have not in mind much 
further extension of the business en- 
tailing much further cost. 

Q.—You mean occupying greater 
territory? 2A\—Yes: 

Q.—You have not much intention of 
occupying greater territory than you 
now occupy, and what about, in the 
territory, increasing your business? A. 
—TI should say we would be more dis- 
posed to consolidate than to extend; 
that would be my thought at least. 
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Q.—Is that a point on which you 
and the President do not see eye to 
eye? A.—I think it would be correct 
to say that. 

Q.—Your idea would be after you 
had occupied the field to be content 
with normal increases in the business P 
A.—That is my thought 

Q.—The President’s view is he should 
be more aggressive than that? A.— 
Yes. 


Q.—As we want to get something 
practical, which view is going to pre- 
vailP A.—I suppose it may be deter- 
mined practically by the results of 
this Commission. 


Q.—Supposing this Commission 
never sat as they did, there would 
have been the same difference of view? 
A.—Well, I think I have a longer hold 
on the mortality table than the Presi- 
dent has. 

Q.—That is one way of putting it; 
the president is not showing any signs 
of giving up.controlP A.—Apparently 
not. 

Q.—To speak seriously about it, I 
suppose it may be taken for eranted 
that the policy of the company for the 
present at all events will be to go on 
increasing the annual writings of the 
company? A.—I would not say that, 
I doubt very much if that will be the 
case. 


Q.—Can you in respect of the busi- 
ness which has been increased so ra- 
pidly in the last few years, give me 
an idea of what would have been nor- 
mal increase as compared to that? A 
—Of course if you go back to 1898 
our business was a little over four mil- 
lion dollars of new business paid for; 
at the present time it is about thir- 
teen millions, so that there has been a 
very rapid increase in the new busi- 
ness. A normal increase would lie 
some place between these, it is diffi- 
cult to say just what a normal business 
is, it depends largely on the conditions 
under which you are acting, and the 
conditions of the country generally, 
what might be a normal increase un- 
der one condition might be abnormal 
under another. 

Q.—If you had increased at the rate 
of half a million yearly would that 
have been normal? A.—To my mind 
that would have been about a normal 
increase. 

Q.—That would be about a normal 
increase in the advance in new busi- 
nessP A.—Yes. 

Q.—Mr. McCarthy suggests that 
perhaps you have not in view the pre- 
sent conditions, the opening of the 
foreign fields? A.—No, I have not. 
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Q.—You are speaking of the occupa- 
tion of territory in 1898 as it was 
then, and then normal increase upon 
that? A.—Yes, that is what I have 
in view. 

Q.—Supposing you tell us about the 
present condition; Great Britain and 
the United States are now occupied? 
A.—Yes 

Q.—And you say you do not think 
it is the intention to cover more geo- 
graphical territory ; what would be the 
normal- commencing with now, what 
would be the normal rate of increase, 
about the same? A.—No, I should say 
that we would not extend, write so 
much more new business in the next 
succeeding few years as in the recent 
few years, the rate of increase would 
not be so large. 

Q.—What would be a normal rate; 
that is a normal rate which is due to 
the popularity and good management 
of the company and is not brought 
about by high pressure? A.—Yes, 
that would be a normal increase? 

Q.—That is $500,000 a year? A.— 
It might be more and might be less 
according to the conditions. 

Q.—That is about what you expect 
to be a normal increase in such a busi- 
ness, the desirable increase of such a 
business? A.—You may put it that 
way. 

Q.—Am I putting it the way you 
are putting it? A.—I would not ob- 
ject to that way of putting it. 

Q.—If that were done would the ra- 
tio of first year expenses to premium 
income for the first year tend to level 
itself? A.—It would tend to de- 
crease 

Q.—Tend to decrease the expense? 
A.—Yes sir. 

Q.—Have you made any calculations 
upon that at allP A.—No, but it is I 
think obvious on the face of it that 
that would be the result. 

Q.—State the reasons why that 
would follow? A.—If you have your 
field occupied and simply doing nor- 
mal business and not extending ra- 
pidly, and entailing expenditure for 
which you do not receive any imme- 
diate premiums it is obvious your ra- 
tio of expense will not be so large as 
under the other condition. 

Q.—You are not straining every 
nerve to write all the insurance you 
can, you are not spending so much ef- 
fort, and therefore not so much .mon- 
ey? <A.—Yes. 

Q.—Do you know of any instance 
in which the ratio of first year expense 
to margin provided to meet it, or 
available to meet it is so great as itis 
in the case of this statement? A.—I 
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think this statement requires a special 
explanation in that respect; owing to 
the change of valuation in the basis 
and the holding of 3 per cent. re- 
serve on these premiums which are on 
the 3; per cent. basis the margin of 
loading is reduced, while the prospec- 
tive gain from interest will be in- 
creased, so that there is a temporary 
loss from loading and a _ prospective 
gain from interest. If you take a 
company like the Travellers’ Life, 
which has changed all its old business 
as well as new to a 34 per cent. basis 
you will find its ratio of expense to 
ioading very large, very much larger 
than ours, so you have to take into 
account both factors, both the loading 
factor and the interest factor. 

Q.—You say here you have a de- 
pleted loading owing to the alteration 
in your reserves? A.—Yes. 

Q.—That is the premiums which you 
are collecting provide certain loadings 
which are not available if you increase 
the natural premium? A.—Yes. 

Q.—You told me this morning that 
in respect of the new business written 
since you adopted this policy, since 
1900 inclusive, your premiums: for a 
certain proportion of the time were 
computed at 34 per centP A.—Yes. 

Q.—Although you were providing 
for a reserve at 3 per centr A.— 
Yes, 

Q.—Why was that done. why not 
fix the premium with reference to a 
three per cent rateP A.—-That has 
something to do perhaps with cur busi- 
ness in Great Britain, because when 
you go to transact business in Great 
Britain one of the first questions they 
ask you is what is your valuation ba- 
sis, and they think a good deal more 
there of the valuation basis than they 
do of the amount of business you write 
or various other factors, and for the 
company to have a strong valuation 
basis such as we have puts the com- 
pany in a high estimation among the 
intelligent insuring public. 

Q.—That is a perfectly gocd reason 
for writing your reserve upon a 3 per 
cent. basis, but so far as I can at pre- 
sent see it does not at all answer the 
question as to why you do not also fix 
your premium upon a 3 per cent. ba- 
sisP A.—The premiums have been 
issued, you cannot change the prem- 
iums on policies alraady in ferce. 

Q.—I am talking about new prem- 
iums? A.—With regard to a with- 
profit premium most of these are '3 per 
cent. premiums. 

Q.—You told me there was a period 
from 1900 to 1903 as to which you were 
fixing the premium on 3% per cent. 
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basis and fixing the reserve upon .a 
3 per cent. basis; it is in respect of 
policies of that class I am asking you 
the question; why did you not calcu- 
late the premium upon the rate of in- 
terest you calculated the reserve? A. 
—It was not necessary, and in fact 
it is not the practice of many compan- 
les to value their pclicies on the same 
rate of interest as the premiums are 
calculated upon, in fact you will find 
many British companies valuing on a 
23 per cent. rate of interest, and their 
premiums may be calculated on 3 or 
34 or even 4. 

Q-—Is not the necessary result of 

that to deplete the loading? A.— 
Yes, it is to maintain profits to pol- 
icyholders, that is why it is generally 
done. 
_ Q.—Has the fact that your premium 
is a little lower that way than it would 
be the other way anything to do with 
it—you would have to have a longer 
premium if you fixed it with reference 
to a 3 per cent. basis? A.—Yes, that 
is true. 

Q.—Has that anything to do with 
the reason why you deplete your load- 
- ing instead of inctease your premium? 
A.—No, I think not; I think it is 
largely done for prudential reasons. 

Q.—One part is done for prudential 
reasons, that is the calculation of your 
reserve at 3 per cent., but the other 
is for a different reason, surely it is 
not for prudential reasons—prudential 
reasons would be so far as the company 
is concerned, and the maintenance of 
the loading, that would be all for fix- 
ing your premium on a 3 per cent. 
basis? A.—You take our old _ busi- 
ness, we are valuing that upon a 34 
per cent. basis. 

Q.—I am only asking you about the 
new business? A —That is the ques- 
tion P 

Q.—I think you have said, but not 
without qualification, the inevitable re- 
sult of making that difference in the 
premium is to deplete the loading? 
A.—Yes. 

Q.—The loading is already insuffi- 
cient? A.—Yes. 

Q.—And it is not prudential to de- 
plete it? A.—Looking into the fu- 
ture the net result would be, in 
strengthening the reserve, for the bene- 
fit of the whole company. 

Q.—You are still looking at only 
one limb of the question but not at 
the other; I am granting all that by 
writing your reserve at 3 per cent., 
won’t you say if it is prudent to fix 
your premium at 33 it will be still 
more prudent to fix it at 3, so as to 
preserve the loading? A.—You have 
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to keep competition in view, you can- 
not do in practice what you would 
like to do in theory. 

Q.—Would it or would it not be 
prudent to make such a provision in 
the calculation of your premiums as 
would give you an effective and intact 
loading? A.—We are working to- 
wards that, as I° say— 

Q.—Then it is desirable? A.—Yes, 
if you can get it practicable, but I 
am trying to indicate that in actual 
practice you can not always get the 
premiums into effect. 

Q.—You are trying to work towards 
that? A.—Yes. 

Q.—And the result of that will be 
to give you greater premiums when 
you have it accomplished? A.—Yes, 
as a matter of fact premiums are very 
largely fixed by competition. 

Q.—You have the advantage in 
competition at a lower premium, and 
you have the disadvantage in your 
internal economy, of the depletion of 


_ the loading? A.—Yes. 


Q.—The renewal premium loadings. 
during 1905 were $478,101.85, and 
the expenses excluding taxes, repairs 
and investment expenses were $354,- 
111.49; so that you had a surplus 
there of $123,989.63; is that about 
normal according to the history of 
your company, or is there anything 
extraordinary about that one way or 
the other? A.—I think that would 
be about normal. 

Q.—Then you have the net expected 
death losses in respect of old business 
occurring in 1905 $1,048,281.02; the 
actual death losses $781,399.06, or a 
saving of $261,881.96; what do you 
say of that, is that normal? A.— 
That is about the way the mortality 
runs. 

Q.—That is about the way you have 
found it to runP A.—Yes. 

Q.—That shows the mortality is 
only 75 per cent. of the expected mor- 
tality? A.—About that. 

Q.—Is not that extraordinarily 
high? A.—No, I think not, for a 
company as old.as our company is. As 
a matter of fact on old business it 
would run much more than that. 

Q.—I did not mean whether the 
actual mortality was exceptionally 
high, but is not the saving excessively 
high? A.—The saving of $261,000 is 
over a large area of business much 
larger than perhaps you have had 
under observation. 

Q.—If only 75 persons die where 
you expect 100 to die is not the sav- 
ing abnormal, or have you found that 
to prevail in the history of the com- 
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pany generally? A.—Taking the 
whole company and looking over a 
period of the last 5 years that is 
about the way it runs, but if you 
analyze it closely you “will find’ on 
old business it will run a good deal 
higher, and on recent business less, 
so that is a sort of average over the 
whole business. 

Q.—That is your mortaliy in re- 
spect of the new business, as one 
would expect, it is not so great as in 
respect of old business; you have 
brought those Minnesota reports, I 


want you to just show me the cor- ° 


responding item in two or three of 
these years. This is for the year 
1904, what was the actual mortality 
as compared with the expected mor- 
tality? A.—1904, about 73 per cent.; 
1903, 71 per cent.; 1902, 65 per cent. ; 
1901, 76 per cent. 


Q.—That does not tell the same 
story, because in that are combined 
the mortality qavings both of old and 
new? A.—Yes. 


Q.—And probably the better show- 
ing in that is due to the fact that 
there is a greater saving in mortality 
in the new business? A.—Yes. 


Q.—And in respect of the business 
of the Canada Life is there any reason 
to suppose the mortality here will be 
more ¢avorable than it is found to 
be elsewhere in other businesses? A. 
—This is the public mortality experi- 
ence of the Canada Life which I took 
out in 1895, and the mortality is 
there compared with the mortality of 
other companies, and of standard 
tabtes published in Great Britain 
and America, and the net result of 
this in a word is that the mortality 
experience of the Canada Life is ex- 
ceedingly favorable as compared with 
that of other companies, and with 
other standard experiences. 

Q.—Is that the result of accident 
or is that the result of good selection? 
A.—I would think it is largely the 


‘ result of good selection coupled with 


the fact that Canada is a very healthy 
country. 

Q.—And perhaps you won’t main- 
tain that advantage now you have 
gone out of Canada? A.—Yes, 
would, because we only transact busi- 
ness in the northern States, we do 
not attempt to do any business in 
the southern States nor in tropical 
countries; our business is confined to 
Canada, the northern States and to 
Great Britain. 

Q.—Then there is another question 
I want to ask you about that saving 
in mortality, how would that compare 
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with the O.M select tables, what are 
your actual results as compared with 
the O.M. select table? A.—If this 
comparison had been made upon O.M. 
table there would have been a larger 
margin of savings. 

Q.—That is the O.M. select table 
does not give so good results? A.— 
This new table brings out a lower 
rate of mortality, but it calls for 
exceedingly high reserves; if a valua- 
tion were made upon the O.M. table 
it would bring out reserves higher 
than upon the Hm. table. 

Q.—At present I am only concerned 
with the question of mortality? A.— 
There are the two sides. 

Q.—It shows as to mortality? A. 
—It would show a larger saving if 
the basis were upon the O.M. 

Q.—I suppose as a company gets 
older and its business gets older there 
is less saving in mortality unless in- 
deed you keep bringing in young and 
fresh lives? A.—yYes. 

Q.—Perhaps I may just read this 
to you and see if you agree with it— 
you know Mr. A. G. Hemming? A.— 
No sir. 


Q.—This is an observation offered 
at the meeting of the Institute of 
Actuaries, 8th December last, Mr. 
Hemming made this_ observation: 
‘“‘Looking at the first section it was 
remarkable that, although the experi- 
ence extended over fifty years, and 
the average period of exposure work- 
ed out at 8.36 years, which compared 
not unfavorably with the Hm. figure 
of about nine and a quarter years, the 
resulting mortality table was not so 
reliable as one would expect at first 
sight, owing to the large proportion of 
young and recently-selected lives in- 
cluded in the observations’? A.—I 
think that would be correct. 

Q.—What is the total margin for 
new and old according to your state- 
ment; I have not myself added them 
up? A.—Loading alone $555,860.65. 

Q.—And the total of expenses? A. 
—$899 542. 

Q.—That is where you combine the 
two loadings and the two expenses 
you still have in excess of expense 
over loading in those proportions? 
A.—Yes. 

Q.—Are there not life insurance 
companies in business that keep with- 
in their loadings? A. , if we 
were to value— come again to the 
question of valuation, and what you 
say is true— 

Q.—I suppose in the first instance, 
and first of all it comes back to a ques- 
tion of fixing your premium at such a 
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figure as will enable you to pay ex- 
penses? A.—Yes; where a company 
is doing a large new business it is not 
likely it will be able to keep within 
its loading in doing business in Can- 
ada. 

Q.—What is the reason for that; 
your reply inferentially answers my 
question which was whether there were 
not companies that do keep within 
their loading? A.—It depends part- 
ly on the valuation basis and partly 
upon the amount of new business, the 
ratio of the new business to the old. 

Q.—Let me give you two or three 
from this report (Exhibit 195). The 
Hquitable of New York, 99; Connecti- 
cut Mutual Life, 85; Metropolitan 
Life, 91; Massachussetts Mutual, 75; 
the Mutual Life, New York, 98; New 
York Life, 94; North Western Mutual, 
81; Chicago is a little bigger than you 
are, but Canada Life is 162, and Chi- 
eago Life 171? A.—The Travellers’ 
Life is a very good position, and in 
somewhat the same position as we are 
with regard to valuation basis; what 
was their ratio? 

Q.—I suppose if you go on writing 
business in excess of the normal in- 
crease of which you, have spoken, as 
long as you go on you will maintain 
that high ratio? A.—TI think so. 

Q.—You cannot in other words work 
at high pressure without spending a 
great deal more money than your 
premium income will be? A.—No, at 
the same time there will come some 
compensation from the other factor 
to which I have referred, to our change 
of valuation basis. 


Q.—You will always expect to have 
your expenses greater than your prem- 
ium income so long as you pursue the 
aggressive policy that has been pur- 
sued during the last five years? A.— 
I think that will be the effect. I 
think I owght to say if we were valu- 
ing upon a 43 per cent. basis our load- 
ing would be about $750,000 more than 
it 1s. 

Q.—Your premiums are upon the 
whole rather low as compared with 
other companies? A.—Yes, and that 
is an additional reason why some of 
these companies which you have men- 
tioned are able to keep within their 
loading. The-old premiums were ex- 
ceedingly low and the margin of load- 
ing is small— 

Q.—And your loading is correspon- 
dingly low? A.—Very small; they 
have very much larger margins to 
work on than we were—in fact a few 
years ago we were selling 15 payment 
life policies for what the American 
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oon were selling a 20 payment 
ife. 

Q.—The next item you show another 
lossP A.—That is on annuities. 

Q.—That is the difference between 
the net expected annuity claim, $48,- 
989 and the actual annuity claims $59,- 
666.05 or a loss of $10,668.05; is that 
usual in the experience of the Canada 
Life? A.—I think I ought to ex- 
plain there that we did not transact 
annuity business for very many years 
until 1900, we commenced to do an- 
nuity business; the company did an- 
nuity business years ago but they gave 
it up because they could not get ade- 
quate considerations for the annuities ; 
they gave it up for many years and 
in 1900 we commenced the business 
again, because we felt the time had 
come when we could get better rates; 
the result is, being a new annuity 
business not many of the annuitants 
have died and there is a consequent 
loss, there is suspended mortality at 
all events. 


Q.—In other words the time has not 
come at which you would expect to 
make the gain on the annuity? A.— 
It is just a reverse case of what the 
mortality is in insurance. 


Q.—That would be made up by the 
excess of interest— A.—If one con- 
siderable annuity were to fall in it 
would change the whole transaction 
pretty near. 

Q.—That I suppose will be made up 
by the excess of interest on the funds 
paid for the purchase of the annuity? 
A.—The time will «ome fwhen! jthe 
thing will right itself. 

Q.—Your revenue in the way of in- 
terest, dividends and rents received 
during 1905 was $1,403,865.94. Taxes, 
repairs and investment expenses for 
1905, $187,746.47; credited to special 
funds, $55,417.76—what is thatP A. 
—There are two items in there, one is 
a credit of the interest to what we 
call our instalment policies, policies 
which have fallen in and are payable 
by instalments, and we require to cre- 
dit a portion ‘of interest to them to 
keep it up to the proper level. 

MR. LANGMUIR: Is not any por- 
tion of that $187,000 taxes, repairs and 
investment expenses charged to the 
first yearP 

MR. SHEPLEY: Mr. Sanderson is 
not responsible for that; we are re- 
sponsible for having excluded that, 
you will see. 

MR. LANGMUIR: I thought a por- 
tion of that should be added to the 
$545,000 P 
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MR. SHEPLEY: This is looked up- 
on, whether it is right or wrong, it is 
looked upon by us as a charge in re- 
spect of the management and the in- 
vestment of funds rather than as a 
charge upon the operation of the com- 
pany. 

Q.—What other fund? A.—That 
is interest carried to the shareholders. 

Q.—You had to lay apart to make 
good the reserve in that year $929,- 
892, so that after taking those three 
sums off you had a net surplus income 
of $230,809.71? A.—Yes. 

Q.—Is that margin over the reserve 
a satisfactory marginP A.—I think 
by comparing that with other compan- 
ies you will find that very satisfac- 
tory. 

Q.—It is about 20 per cent., is it 
not? A.—It is about eight-tenths of 
one per cent. on the ledger assets; I 
think in a previous case you had sub- 
stantially lower. 

Q.—So that of course is in respect 
of the reserve that you have to write 
up, the reserve you have to establish 
or maintain, in respect of that you are 
putting that part at a 34 per cent. 
basis? A.—Yes, 34 and 3. 

Q.—Then the next item in the ac- 
count is profits from sales or maturity 
as per schedule, less losses from sales 
or maturity as per schedule; those 
schedules I will take up. 

—Mr. Watt produces chart. 

MR. SHEPLEY: Will you explain 
this chart to us, Mr. Sanderson? A. 
—This irregular line represents the 
actual cost of insurance. 

Q.—That is tracing the interior ir- 
regular line? A.—Yes. The blue 
would represent the savings, and the 
red where the actual mortality runs 
aver loss expected. For instance page 
21 say to 23 to 28 the actual mortality 
over-ran the expected, whereas from 
28 along to about 56 there was a large 
saving in mortality; there is a point 
there about 56 to 59 say where the 
mortality overruns in that year the 
expected, and there is a gain again 
from about 60 to 68 a saving; then 
from about 72 to nearly the end of 
the table there is a loss. 

Q.—The ages are marked at the top 
and bottomP A.—Yes. 

Q.—And these are the— 
assured. 

Q.—This blue represents savings? A. 
—Yes. 

Q.—Just follow out the expected 
line, is it the outer line—it is the 
outer line so far as the blue is con- 
cerned, it is the inner line so far as 
the red is concerned? A.—Yes. 

Q.—That is the expectation during 
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whole life— A.—During our exper- 
lence for that year 1905, expected cost 
of insurance; we get these up every 
year, 

Q.—Have you another, let us look 
at another. (Chart for 1904 pro- 
duced) ;° this is like the other only 
the loss at the earlier years is much 
smaller; and then at about the same 
period there is a loss between say 61 
to 69; there is a slight saving like the 
saving in the other chart and then a 
loss againP A.—Yes. 

—The charts were not put in. as ex- 
hibits. 

Q.—Then your profits and losses on 
investments P 

MR. SANDERSON: It would be 
better to get those from Mr. Watt; I 
do not know anything about them in 
detail. 

Q.—You have a duplicate of that ex- 
hibit I think, profits and losses on in- 
vestmentsP A.—Mr. Watt will have 
that. 

Q.—In 1905 your profits on the turn- 
over of securities—what is it given in 
the statement? A.—$74,380.14. 

Q.—I want to just analyze that a 
little as a specimen of the nature of 
these profits; you turned over some 
Niagara, St. Catharines and Toronto 
Railway shares at a profit of $1,125. 

—The following answers are given by 
Mr. Watt until a change is indicated. 

A.—That is right; 25 shares of bon- 
us stock we.had in connection with the 
purchase of bonds. 

Q.—You had some Port Arthur de- 
bentures, and what did you do with 
those? A.—Sold them; we bought a 
block of $100,000 and sold a portion. 

Q.—You sold $1,000 of those at a 
profit of $20P A.—yYes. 

Q.—Imperial Rolling Stock Bonds, 
$32,000, you sold at a profit of 761.60? 
A.—Those were bonds maturing first 
November of last year, they were sold 
at 43 per cent. 

Q,—Netting you a profit of $761.60? 
A.—Yes. 

Q.—Sarnia Debentures, $10,000 of 
them, realized a profit of $37.50? =A. 
—I may say in connection with those 
they are all short-term debentures and 
it has been our policy to convert short- 
term debentures into permanent. 

Q.—Sarnia, Uxbridge, Wingham and 
London Debentures, on all these you 
realized profits under $100? A.— 
Yes. 

Q.—Canadian Northerri First Mort- 
gage bonds, £10,000, you realized 
$973.34—those were soldP A.—Yes. 

Q.—$150,000 of Montreal Light, 
Heat & Power Company bonds—you 
made a profit of $3,750? A.—Yes. 
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Q.—Parkdale Debentures was that a 
sale? $A.—Yes. 

Q.—On $30,000 of Parkdale Deben- 
tures you sold so as to realize a profit 
of $3,405? A.—Those were bonds we 
bought in 1876 to yield us 6 per cent., 
we sold them on a 3 7/8 per cent. rate. 
They matured some time this year. 

Q.—Union Electric Light Company 
of St. Louis, bonds, $100,000, you sold 
at a profit of $38,705? A.—Yes. 

Q.—What is that, ‘‘Rights on Twin 
City stock?’? A.—We had 600 shares 
of Twin City stock in which we were 
entitled to new allotment and we sold 
the rights to that allotment for 
$292.50. 

Q.—You call that a profitP A.— 
Yes, because if we had taken up the 
stock and we sold it we would have 
had that profit. 

Q.—Laclede Gas Company of St. 
Louis Bonds, $100,000, you turned 
over some bonds of that company to 
that amount and made a profit of 
$250? A.—We exchanged those bonds 
for Portland General Electric Com- 
pany bonds for the same amount. It 
was exchanged on the straight basis. 
These were sold at 1054 and the Port- 
land bought at 108, having paid 105 
for the Laclede bonds. 

Q.—So that you consider on the 
transaction you had you made this 
profit out of the Laclede bonds? A. 
—And got a bond of the same calibre 
at a lower cost. 

Q.—$13,000 of Stratford, Ontario, 
Debentures $262.20? A.—Those were 
some bonds of a company guaranteed 
by the City of Stratford; that was 
bought out by the Massey-Harris Com- 
pany, they asked to redeem the bonds, 
and that was the profit. 

Q.—St. Thomas Bonds, small pro- 
fit; London Bonds, a small profit; 200,- 
000 Canada Atlantic bonds, sold at a 
profit of $2,995.35—-were those long- 
term bonds? A.—They were falling 
due in January, 1905; five per cent. 
bonds, they were sold at 4% per cent. 

Q.—How long had you held them? 
A.—We bought them in 1904, we 
bought $1,300,000 of them in that 
year, and we sold practically all of 
them. 

Q.—Then you had $200,000 of them 
in 1905 which you sold at a profit of 
$2,995.85?  A.—Yes. 

Q.—£8,500 Japanese Government 
Bonds, you sold them at a profit? A. 
—Yes. 

Q.—-1,600 shares Huron & Erie Loan 
& Savings Company, $1,282.16. 

Q.—Two shares Central Canada 
Loan & Savings Company? <A.—2 
shares I bought from some estate. 
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Q.—You sold those at a profit of $12; 
then $250,000 Sao Paulo Tramway 
Light & Power Company bonds. $10,- 
765.25; Wellington, Grey & Bruce 
Railway Bonds, $330.92; Twin City 
Rapid Transit Company, $7,512.06 pro- 
fit; Canadian General Electric, 
$857.75; Mexican Light & Power Com- 
pany Bonds, $23,547.50—that is the 
largest item in the accountP A.— 
Yes. 

Q.—Then you had £25,000 Grand 
Trunk Pacific Railway Company 
Bonds, which we have already heard 
about, sold at a profit of $5,286.17? 
A.—yYes sir. 


_Q.—$100,000 of Toronto & York Ra- 
dial Railway Company Bonds, sold at 
a profit of $3,331.25; 71,000 Dominion 
Coal Company Bonds, sold at a pro- 
fit of $2,421.64; so that those were 
your total profits made upon the turn- 
over of investments? 
may say it has been our policy to turn 
over shortly maturing bonds in favor 
of longer terms, always looking to an- 
increase in the rate of interest. 

Q.—You only made one loss on a 
turn-over in 1905? A.—The Province 
of Quebec 3 per cent. inscribed stock, 
$150,000, a loss of $4,000. 

Q.—What was the trouble with that? 
A.—It was the low interest bearing 
security, and gradual falling in price. 
We could make up that loss in in- 
creased interest rate in one and a half 
years by investing in other securities. 

Mr. Sanderson answers the ques- 
tions until a change is indicated. 

Q.—Upon those two items, profits 
from sales or maturity, and _ losses 
from sales or maturity, you made $70,- 
380.14P <A.—Yes. 


Q.—Then increase of market values 
and decrease of market values, you 
have said as per schedule as to both, 
and given the result? A.—I just got 
that from Mr. Watt. 

Q.—Then, Mr. Watt, I will have to 
ask you about the details of that 
item. 

Mr. Watt answers the question un- 
til a change is indicated. 

A.—That is an increase in market 
value of securities over the market 
value of securities on the 3lst Decem- 
ber, 1904. 

Q.—You say as per schedule, but 
Mr. Dawson says we did not get any 
schedule? A.—Yes, we sent them; 
that is the schedule. 

Q.—Explain to me what this is? 
A.—Schedule D is bonds owned by the 
company containing the book value, 
the par value and the market value. 

Q.—Where do we get the increases 
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between 3lst December, 1904, and 31st 
December, 1905? A.—There is market 
value over book value at the end of 
1905. (Last page of schedule). There 
is the market value at the end of 
1904; the difference is $146,000 about. 

Q.—Give it exactly; is that the fig- 
ure that should be filled in here in 
this statement? A.—$155,949, the 
difference of $10,000 is in 1904, Mr. 
Blackadar cut $10,000 off the value of 
our Electrical Development Co. bonds 
and stock, reduced our valuation, and 
that makes a difference of $10,000, 
making that $392,000 instead of $402,- 
000; the difference would be the 
$155,949. 

Q.—That is this does not reproduce 
Mr. Blackadar’s depreciation? — 
No, if you look at the government re- 
turn you will see it is correct. 

Q.—Will it be possible for you as we 
stand here to give me the list of those 
which have been so treated? A.—In- 
creased ? | f, 

Of Vesr. A. Phere | willis bewia 
change of some kind in almost every 
security, because a municipal bond 
having one year to run the market 
value would be less than it had been a 
year before, and there will be an in- 
crease in the market value of stocks, 
and you can compare that by taking 
the rate used on Bank of Commerce 
stock in 1904, the rate used was 167 
against 170 in 1905; Dominion Bank 
263 in 1905 against 251 in 1904; and 
so on through this list. That is, the 
way that is made up. 

Q.—That is the way that can be 
ascertained? A.—Yes. 

Q.—And the total was according 
to your books, $155,949? A.—Yes sir. 

Q.—That was the increase? A.— 
Yes; there would be decrease for in- 
stance in municipals as they were ap- 
proaching maturity? A.—Yes. 

Q.—Then those would be written 
down? A.—Not necessarily written 
down; the rate used is practically the 
same, that is they are on the same 
yield basis throughout, but a differ- 
ence in the discount or the premium 
on the bond; the yield rate being the 
same throughout. 

Q.—I do not want to travel over 
the ground, it was fully gone over by 
Mr. Hellmuth yesterday, that of 
course is essential, that appreciation 
in these values is essential to your 
balance sheet upon the _ principles 
which it is worked out uponP A.— 
Yes. 

Q.—We will come to an item which 
I dare say Mr. Sanderson will be 
more familiar with; reserves released 
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by surrender and lapse, less surrender 
values allowed, the reserves released 
being $429,232, and surrender values 
allowed $306,857.13, or a saving there 
of $122,374.87—just explain those 
items P 

The answers are given by Mr. Sand- 
erson until a change in indicated. 

A.—In what respect? 

Q.—Reserves released by surrender 
and lapseP A.—The reserves which 
had been held on policies which were 
surrendered or lapsed during the year. 

Q.—And those reserves were let 
loose, there was no longer any neces- 
sity for maintaining them? A.—The 
liability went off, and the surrender 
values allowed in connection with the 
surrender was $306,857.13, or showing 
a net saving of $122,374.87. 

Q.—That strikes me as being a very 
extraordinary, a very large saving, 
that is that your surrender values 
allowed are very disproportionate to 
the amount of reserve held? A.— 
There is a considerable amount of re- 
serve which had been held in connec- 
tion with the lapsed policy, which of 
course many of them are not entitled 
to any surrender value, policies laps- 


ing at the end of the first, second or 


second half, or during the second 
year, so that if you have a large 
amount of reserve let loose there for 
which there is no liability. 

Q.—That is where the death occur- 
red earlier in the history of the pol- 
icy? A.—No sir, where the policy 
lapses. 

Q.—Where the lapse occurs early in 
the history of the policy? A.—Yes. 

Q.—Those reserves are not very 
large of course individually? A.— 
No, but of course when you do a large 
business they mount up to a consider- 
able sum. 

Q.—Have you given us in some more 
comprehensive form the information 
with regard to those released reserves, 
those surrender and lapse? A.—I do 
not think it was called for. 

Q.—I do not think it was; in respect 
of those early lapses or forfeitures 
whatever they are called, or surrend- 
ers, is it not the fact that there was a 
loss upon the whole in respect of those 
policies? A.—Do you mean on the 
first yearP 

Q.—First or second year? A.—It 


‘depends the way you look at it. If 


you take an individual policy, that 
goes off the books by lapse, that man 
leaves a certain amount of money 


with the company, because what we 


have to pay for it is the commission 
and the medical fees, and the current 
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mortality, there is a net actual money 

saving there on that basis but— 
Q.—We have already seen the ex- 

cessive first year cost? A.—Yes. 


Q.—And I think it is already in evi- 


dence either from Mr. Cox or from 
Mr. Cox with your assistance, that 
it takes some, I won’t say how many, 
years, it takes years at all events to 
recover from that initial first cost, and 
put up the reserve? A.—Yes. 

Q.—And you have prepared a table 
which is illuminating upon that point, 
and which we will just take up now. 
You have given us here three policies, 
whole life, age 35, 20 payment life, 
age 35, and endowment 20 years, age 
35. (Reads statement exhibit 192.) 
lst year, Premiums less expenses— 
i,0o——1 A.—That is taking in of 
course the proportion of expense other 
than the direct expense— 

Q.—If you were keeping an account 
with this policy and its premiums havy- 
ing regard to its expenses and having 
regard to the necessity of maintaining 
a reserve, that accourt would stand 
in respect of expense nitus 7.03? A. 
—Yes, such expenses as these, but 
when you look at it just in the actual 
cost of getting that pclicy, locking at 
it in that point of view there would 
be some money left in the company by 
the man, but when you assess the gen- 
eral expenses of the company— 

Q.—That is the proportion which 
you set out in this schedule which we 
have talked about a while ago—? A. 
—Yes sir. 

Q.—Including those portions of first 
year cost the account would stand in 
that way? A.—Yes, from one point 
of view there is a loss and another 
point of view a gain. 

Q.—Shares of claims and surrender 
values 4.84? A.—There would be no 
surrender values the first year. At 
the end of the year-there would be a 
net deficit of 12.46. 

Q.—Then besides that you have to 
put up reserves of 12.82, so that after 
doing that the policy is minus 25.28 
at the end of the first year? A.— 
Yes. 

Q.—At the end of the second year 
i, is minus 16.82; at the end of the 
third year it has gone down to minus 
9.11; at the end of the fourth year 
minus 1.16, and then in the fifth year 
the account overtook itself? A.— 
That is for the whole life policy. 

Q.—With respect to the 20 payment 
life, treating that policy in the same 
fashion you have minus 29.17 at the 
end of the first year; minus 17.90 at 
the end of the second; minus 7.84 at 
the end of the third year; in the 


6 EDWARD VII., A. 1906 
Canada Life. (F. Sanderson, Ex’d.) 


fourth year you have a plus quantity 
of 2.60P A.—Yes. ~ 

Q.—The endowment policy, 20 years, 
treating that similarly at the end of 
the first year minus 30.85; at the end 
of the second year minus 16.83; the 
end of the third year minus 5.39, and 
in the fourth year it recovers and 
shows a plus quantity of 6.72? A.— 
Taking the life 20 payment policy, 
showing its own expense, taking into 
account commissions, medical fee and 
temporary insurance, and that policy 
lapsed the man would leave with the 
company $19.55; that is on the as- 
sumption you do not assess against 
that particular policy its relative share 
of the other expenses. 

Q.—That policy would leave $19.55 
in the hands of the company as a sort 
of contribution towards the other ex- 
penses? A.—Yes; in other words the 
rate of expense to be charged against 
the other policies would be larger but 
for this factor. 

—Profit and loss statement for year 
1905 filed as Exhibit 202. 

Q.—We will just finish what we have 
to say in regard to this statement of 
1905; the figures that we have been 
going through gave total of profits of 
$965,385.14, and a total of losses of 
$459,957.61, or a net to the credit of 
profit and loss of $505 427.53 P A 
Yes. a 

Q.—Can we taking these Minnesota 
terms approximately compare the pre- 
vious years in respect of the matters 
we have been discussing? A.—I think 
so, they are not made up in the same 
way for the first year. 

Q.—But you could get? A.—Sub- 
stantially you will get the same view. 

Q.—Do those returns show these pro- 
fits and losses from sales or maturity? 
A.—Just the net result. 

Q.—The same way with increase of 
market values and decrease of market 
values? A.—Yes. 

Q.—I have to go into that a little; 
taking again this statement from which 
we took the profits and losses on the 
turned-over securities for the year 
1905, treating that similarly with re- 
spect to previous years I find that in 
the year 1891 the profit on the turn- 
over of Toronto Street Railway Bonds 
was $19,750. 

—Mr. Watt answers the questions 
until a change is indicated. 

A.—Yes. 

Q.—Then there are small profits, 
$53 altogether, shown in 1892; yor 
were holdine vour securities pretty 
fastP A.—Yes. } 

Q.—In 1893 a small profit of $1,110 
in 1894 a small profit of $500 on Water 
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works’ Bonds or Debentures; 1895, 
1896, 1897, 1898, 1899 nil, what is the 
significance of that? A.—No profit, 
no securities sold in that year. I 
have been unable to find any record 
of those in the journal entries of that 
time. . 

Q.—That was a period during which 
the company was holding its securi- 
ties; then in 1899 you sold some Can- 
ada Southern Railway Company stock 
at a profit, $200,000 of it, at a profit 
of $14,610? A.—Yes. 

Q.—That_ was the largest profit in 
the year; there was a small profit on 
Windsor Hotel Company Bonds; in 
1900 you made a small profit on Can- 
ada 24 per cent. stock? A.—Yes. 

Q.—There was a profit of $2,350 on 
Cornwall Water Works Company 
Bonds; then you sold some Quebec 
Harbour Bonds, and some other small 
matters, realizing a profit for the year 
of $6,007.86. 

Q.—Then in 1901 the large sum is 
C. P. R. Stock, a profit of $16,168.62; 
Canadian Northern Railway (Ontario 
Division) $7,300, and the total for the 
year $29,013,29? A.—Yes. 

Q.—I see there an item Canadian 
Northern Railway, profit on purchase, 
I want you to explain what you mean 
by profit on purchase, and why that is 
included there? A.—That was a sub- 
scription we made for Canadian North- 
ern Ontario Division Bonds through 
Spurling & Company, of London, and 
JT think this $7,300 represented a sort 
of sub-underwriting profit; the bonds 
yy pene taken into our account value at 
the— 

Q.—Ground-floor value? A.—No, 
at the price offered to the public, and 
this $7,300 deducted from that would 
represent the ground-floor value. 

Q.—That means— A.—That we 
bought the bonds at $7,300 under the 
price at which they were offered to the 
public. 

Q.—It cost you that much lessP A. 
—Yes. 

Q.—Who throws that off? A.—The 
Underwriters. 

Q.—Do you remember who thay 
were? A.—I think Spurling & Co., of 
London, England. 

Q.—For what reason would they 
give you an advantage over the gen- 
eral public? |§A.—Because we were 
sub-underwriters. You have among 
the returns a sub-underwriting agree- 
ment in connection with that. 

Q.—You were underwriting these 
bonds? A.—Up to I think £30,000 
was what we had applied for. 


Canada Life. (F. Sanderson, Ex’d.) 


Q.—They were all municipal deben- 
tures. You made a profit that year of 
$11,409.28. In 1903 a large item is 
Lake Erie and Detroit River Rail- 
way, a profit of $42,000 odd, thé total 
profits for that year being $45,737.57. 

Then in 1904, Canada Atlantic Rail- 
way bonds, two sums, $1,000 and $9,- 
475, and then the Canada Atlantic, 
profit on purchase of $1,300,000 Can- 
ada Atlantic Railway Company bonds, 
$26,000. What about that? A.—We 


-bought those bonds at 98, put them 


into our books at par. Bought $1,- 
300,000 of them at 98. 

Q.—You put them in at par buying 
them at 98 and you calculated that 
you had made a profit of $26,000? 
A.—By reason of our having purchas- 
ed a block of that size. We subse- 
quently sold them at 102. 

Q.—How long did you hold those? 
A.—We started to sell them out just 
after we got them. 

Q.—Did you buy with the intention 
of selling? A.—We bought with the 
intention of selling them. We carried 
them on loan previous to that, and 
instead of repayment of the loan we 
made an offer to Mr. Booth to buy 
the bonds. 

Q.—Then your total profits during 
that year on investments were $52,- 
172.83? A.—Yes. 

Q.—That, of course, is apart alto- 
gether from any interest or dividends 
received in respect of any of these? 
A.—Oh entirely. 

Q.—Then losses in 1891. You lost 
on Federal Bank stock $6,000. That; 
sounds natural. And in 1893 you lost 
another $38,000? A.—Yes. 

Q.—What were you doing in Federal 
Bank stock? A.—We were trying to 
own some of it, sir, but it got away 
from us. That was the winding up 
of the Federal Bank. 

Q.—You had invested in the stock of 
that bank while it was a going con- 
cern? A.—Yes. 

Q.—And you held too long? A.— 
No, not that. We held it until we 
got the final dividends from it and 
that left $9,800 short of the par value. 


Q.—Well, that was holding too long 
I should think. Then you made a 
loss in 792 in a real estate loan of 
$396.49. That I suppose was a pro- 
perty which would not realize the 
amount of the mortgage, interest and 
costs? A.—That would be it. 

Q.—And then in ’94 you lost on 
some Montreal Gas stock? A.—$845. 

Q.—Then in 1895 another loan, 
$674.91? A.—Yes. 
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Q.—And in ’96 there are three loans 
apparently upon one of which the loss 
was over $20,000? A.—Yes 

Q.—Do you know about that parti- 
cular loan? A.—I don’t know just 
what that refers to. 

Q.—That seems a very large 
amount? A.—I think that would 
have relation to the Princess Theatre 
property. We subsequently recovered 
$10,000 of that amount. 

Q. —Then in ’97-8-9 there were no 
losses. Then a loan again in 1900 
about $6,650. Then 1901 real estate 
at Mitchell, what was that? A.— 
That was a mortgage foreclosed. 

Q.—$1,102. Nothing in 1902. A 
small loan on real estate in Hamilton 
in ’?03. Then you lost on the 2 per 
cent. inscribed Dominion stock? A. 
—24 that should be. 

Q.—$6,701.89? A.—On the sale of 
£20,000. 

Q. Then this page is. In addition 
to profits upon realization of invest- 
ments, the following net amounts w-re 
written up prior to realization? A. 
—That is before we had sold the stock 
our book value had increased and hed 
been written up by these several 
amounts. 


Q.—So that really you got that sum 
plus what has already been snow’ in 
the particular instance, in advance 
of what you bought it for? A.—yYes. 

Q.—Those writings being of the na- 
ture you were showing to me a while 
ago, from year to year you advanced 
the market value? A.—yYes, or ad- 
justed the book value with relation 
to the market value. 

Q.—The Bell Telephone stock you 
had written up $8,090. Huron and 
Erie, $938. Consumers’ Gas, $4,661.- 
57. Pere Marquette Railway bonds. 
$5,000. Now was I quite right in as- 
suming that these had all been sold? 
A.—Quite right sir. 

Q.—And they are all mentioned? 
A.—In one or other of those years. 

Q.—Then the next part of this is, 
‘In addition to loss upon realization 
of investments, the following net 
amounts were written off prior to 
realization.’? There are some rather 
heavy writings off there. Let me see 
how that would come about. You 
would go over your holdings and you 
would adjust the book value as you 
said with reference to the market 

valueP A.—Yes. 

Q.—Were those all sold? A.—Those 
securities have all been sold. 

Q.—And then you have lost this 
total in addition to the loss that has 
been shown? A.—yYes, that total 
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should come off the gross amount of 
profits realized. 

Q.—Or it should be added to the 
gross lossP A.—yYes. For instance 
you notice that we made $16,000 odd 
on C.P.R. It is written off there and 
shown to be recovered on the other 
statement. Likewise the Canada 
Southern Railway. 

Q.—That can be adjusted when we 
get the information you are about to 
give us. The St. Catharines-Merrit- 
ton and Thorold Railway bonds, $7,- 
575. The Toledo, that is a small sum. 
United States Government bonds writ- 
ten off $138,750? A.—Yes. 

Q.—How was that? A.—Monetary 
conditions changing in the United 
States. ' 

Q.—What was your holding there? 
A.—That loss would cover three dif- 
ferent holdings of $100,000 each for 
State deposits. When we sold them 
and substituted municipal or other 
securities, that is the loss we had to 
take to realize on them. They are 
practically United States bonds sold, 
when we bought them on a 1% rate, 2 
per cent. 

Q.—Then the C.P.R. stock, $16,- 
024? A.—That balances, leaving about 
$150 net profit. 

Q.—Then Northville debentures, 
$1,125? A.—That is municipal. We 
subsequently recovered that. 

Q.—This had originally been written 
off? A.—Yes. 

Q.—Then the Hereford Railway 
Company Bond, $570? A.—Yes. 

Q.—Canada Southern Railway stock, 
$15,653? A.—Of which we recovered 
$14,610. 

Q.—Then Windsor Hotel $500P A. 
—We recovered that. 

Q.—Canada Atlantic $687.50. That 
was a loss I suppose or writen off? A. 
—Writing off a premium. That was 
all recovered. 

' Q.—You made upon that? A.— 
yes. ; 

Q.—Then the Canadian Northern 
First Mortgage bonds $3,304.46, the 
Grant-Lottridge Company $9,484.07. 
British Consols $576.67. A.—That is 
the Grant-Lottridge Brewing Company 
of Hamilton, on which the company 
had a real estate loan secured by its 
bonds and stock. The company did 
not succeed. 

Q.—That is $9,484.07? And the 
Grant Spring Brewery bonds that is 
the same enterprise $15,000P A.— 
Yes, the same. That is the net loss. 

Q.—That was an investment which 
was not very successful? A.—It was 
a mortgage loan. 
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Q.—Quebec inscribed stock §$3,- 
964.20? A.—That was in addition to 
the $4,000 loss. 

Q.—Then after writing off, you got 
back these amounis or recovered these 
amounts and those have all been in- 
cluded under the heading of profits 
realized? A.—Yes, showing that we 
Aste recovered $37,997 of that $88,- 

Q.—Then there are sums which have 
been written off and which have not 
yet been alluded to. There ‘is real 
estate acquired by foreclosure $62,- 
276.51? A.—Yes. : 

Q.—Loans on real estate $203,751.47. 
Over what period does that range, all 
the 15 years? A.—Well, that loss 
has actually been taken in the period 
of 15 years. I think it would be fair 
to say that it could be attributed to 
mortgages made over a period from 
25 to 30 years. Probably 25 years. 
A great many of these mortgages were 
made in the early ’80’s. 

Q.—That makes a total, Mr. Watt, 
of $266,027.98 loss on mortgage securi- 
ties of which you have since recovered, 
after writing it off, $82,460.80P A.— 
And may still recover $10,000 or $15,- 
000 more. 

_  Q.—A loss in that respect shown up 
ye ne present time of $187,567.18? 

:-— Yes, 


Q.—You say these losses were at- 
tributable very largely to mortgages 
outside of 15 years, I suppose you were 
writing off before the 15 year period 
that, you have given these answers for 
as well? A.—No, I have gone back 
in preparing that statement practi- 
cally 25 years to get at the amount of 
loss in that period. I have taken 
the books back about as far as I could 
get any correct information. 

Q.—Then taking al] these transac- 
tions and leaving out the real estate 
and loans thereon, including what has 
been written up and written off, you 
have a net profit on the other securi- 
ties of $133,905.11? A.—A net pro- 
fit on bonds and stock of $133,905.11. 

Q.—Then in respect of your losses 
on real estate and mortgages you have 
the balance $183,567.18? A.—Yes. 

Q.—So that on the 15 years, in the 
turning over of your securities, mort- 
gages and all, there has been practi- 
cally a net loss in investments of $50,- 
000?. <A.—Practically.. ‘IL. ought to 
point out there that that statement 
was prepared with a view to a compari- 
son of the desirability of bonds and 
stocks as investments, against purely 
mortgage loans. 

Q.—I have no hesitation in saying 
that the information has been very 
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candid about that condition. (Do- 
cuments referred to filed as Exhibit 
203.) That of course disregards alto- 
gether what you have received for 
dividends and interest on investments? — 
A.—Oh entirely so. 

Q.—Of course investment profits are 
essential to that profit and loss state- 
ment indicating the existence of a suf- 
ficient fund for reserve. (Mr. San- 
derson answers for the remainder of 
the session.) A.—Yes, sufficient funds 
for reserve profits. 

Q.—What is the purpose of this 
statement, tell me what it purports to 
give? A.—This is in reply to one of 
your questions in connection with your 
circular of 18th March. 

Q.—This is not a categorical answer 
because you were not issuing that kind 
of policy? A.—The question I think 
asked for annual dividends and seeing 
that we have not got annual dividends, 
we give you the nearest thing we have 
to it, which is quinquennial dividends. 
This is a statement of actual results 
for the year 1885. A policy coming 
in in the first part of ’85 would re- 
ceive one year’s profits. 

Q.—That was to get them in line 
with the quinquennials? A.—Yes, in 
90 there would be a quinquennial divi- 
dend, and in ’95 and in 1900 and ’05. 
This is whole life. 

Q.—You have given us a profit for 
those five quinquennials at the ages 25, 
85, 45 and 55 on all these, whole life, 
life 10, 15 and 20 payment, endow- 
ment, 15, 20 and 25? A.—Yes. 

Q.—Now policies issued in the first 
quarter of 1885, I see that in respect 
of that first dividend there is no addi- 
tion at all in respect of the various 
classes of policies with various ages? 
A.—No, that was our system at that 
time. Of course they would be dif- 
ferent for different ages. 

Q.—You are quite right, they are 
different for different ages, but the 
man of 25 gets just the same on every 
plan of insurance, the man at 35 gets 
the same on every plan, and so on? 
A.—Yes, that grows out of our system 
of uniform reversionary bonus. 

Q.—Then when you came to the end 
of the second period, or the end of the 
next quinquennium, which would be 
in April, 1890? A.—The same thing 
holds. 

Q.—Then when yon get to the end 
of the third? A.—It would be the 
same for life policies but different for 
endowments. 

Q.—Why the distinction there? A. 
—Well, we rather felt that the en- 
(dowment polilcies were not getting 
as much profits as they were entitled 
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to. The other, the old plan was the 
old English system, and we felt that 
these endowment policies were perhaps 
entitled to more profits than they had 
been receiving in the past. 

Q.—In other words you (changed 
your method? A.—As regards en- 
dowment policies. 


Q.—Then when you got to the end 
of the fourth? A.—The same prin- 
ciples were— 


Q.—Except that you made a change 
as to endowment? A.—yYes, but the 
same underlying principle will hold 
with regard to endgwments in 1900 
and in 1905. 

Q.—The first thing that occurs to 
one looking at these results is that 
there is a tremendous falling off in 
1900? A.—There would have been 
more falling off had we passed the divi- 
dend altogether, of course. 5 


Q.—Do you say that that was due 
to the reserve being strengthened that 
year? A.—It was due to the reserve 
being strengthened and partly, I 
think, to the fact that in 1899 there 
was a re-valuation of all the assets and 
some sums written off which would, 
of course, affect the division of profits 
at that point. 


Q.—The figures are—we may disre- 
gard the first because it is for a broken 
period—1890, $25.68 at 25 years of 
age; 1895, $32.15; 1900, $13.95; 1905, 
$22.95. It had not recovered in 1906? 
A.—No, because in that quinquennial 
period we had completed the transi- 
tion to the new basis. 


Q.—Then that I make an Exhibit, 
(No. 204). Of course the principal 
strengthening of reserve took place 
in 1901 and therefore had nothing to 
do with the small dividend in the pre- 
ceding quinquennium. That would 
be right, would it not? A.—To the 
extent that the reserves were strength- 
ened in 1901, that would not affect the 
1899 division. 

Q.—You would hardly say, would 
you, that such a wholesale reduction 
as is shown here was due entirely to 
that $500,000 and the alteration to the 
actuaries 4 per centP A.—I think 
you have not quite got it all. There 
was $500,000 and the transition from 
the American table to the actuaries 
table which involved $352,000, so you 
have the $500,000, the $352,000, and 
the re-valuation of the assets, the 
change in the mortality table. 

Q.—The change in the assets elim- 


inating bad assets? A.—Yes, sir, and 
the $500,000 special reserve. 
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(At 4.30 p.m. Wednesday, 6th June, 


adjourned to 10.30 a.m. on Thursday, 
7th June.) 


THIRTY-SEVENTH DAY. 
MORNING SESSION. 
‘Toronto, Thursday, June 7th, 1906. 


MR. NESBITT: I was just ask- 
ing Mr. Shepley, as the Confedera- 
tion Life inquiry has closed, and' 
that of the Canada Life is drawing 
to a close, what the view of the Com- 
mission was as to allowing any one 
for the company to make a _ short 
summation from the company’s point 
of view, and the result of the evi- 
dence, and its bearing upon the in- 
quiry and the report of the Commis- 
sion. . Of course it is to thle last 
degree to be deprecated counsel or 
others appearing before the Commis- 
sion and wasting their time, but we 
thought that perhaps there might be 
a limitation of two to three hours, 
just as they limit in the Supreme 
Court of the United States and in 
the Appellate Courts of New York, 
where you are absolutely limited to 
say two hours to present any case ex- 
cept a special order of the Court is 
obtained. Perhaps the Commission 
would think that they might very use- 
fully to themselves gain some assist- 
ance from the summation at a later 
period. , 

MR. SHEPLEY: I have not thought 
of it in any detail. I have very grave 
doubts that upon the whole much! 
would be gained by that; there might 
be exceptions in many cases, but I do 
not think there will be any general 
advantage to be gained by the addres- 
ses of Counsel. It never occurred to 
me, even, that it would be a case in 
which I should take up the time of the 
Commission by summing up. I do not 
know what the Commission may think 
about it, but I do not think it would 
be convenient at present to depart 
from the system which has been here- 
to followed. 

MR. NESBITT: I would not sugest 
at the present moment there would be 
any practical use in addressing the 
Commission. If I were to address the 
Commission I would like to read over 
every syllable that has been given in 
evidence on behalf of these companies 
and to go over the exhibits, and to 
give something that would not be mere 
words or the tinkling of cymbals, but 
to present in clean, concrete form our 
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point of view of what the result, we 
would suggest, was upon the evidence 
both from the company’s standpoint 
and, if it could be of any service, to 
offer such observations as one of the 
Commissioners, Mr. Kent, was good 
enough to request from Senator Cox. 

MR. SHEPLEY: Mr. Tilley has just 
suggested what seems to me might be 
practical, namely that a written mem- 
orandum, or argument, or discussion 
or presentation of the case might be 
sent to the Commission, and it would 
of course receive their attention. 

MR. NESBITT: The only difficulty 
about a written memorandum is that 
the Commission might like to ask a 
question and in oral argument that 
could be answered at once. Oral argu- 
ment that is thought out is much more 
effective to the Commission. 

MR. HELLMUTH: I should think 
that Mr. Tilley’s suggestion would ap- 
ply very well to all engaged, that if 
any counsel connected with the In- 
vestigation in any way, either for the 
Insurance companies or for the Do- 
minion, or for the Ontario policyhold- 
ers, had any light that he thought 
could be thrown upon the subjects dis- 
cussed that he could very well pre- 
sent it in a concrete shape in writing 
to the Commission. I certainly think 
the suggestion of Mr. Tilley would save 
time. The length of time which this 
Commission will and must necessarily 
take up is such that it should not 
perhaps be increased by further oral 
argument, 

MR. LANGMUIR: I suppose a 
written argument will be fairly con- 
densed P 

MR. HELLMUTH: Yes, it would be 
certainly more condensed if it was 
in writing than it would likely be in 
oral argument. It would be in the 
shape of a factum or case, and just 
a few points, with short elaborations 
of the argument, and I suppose the 
Commission could hardly refuse to re- 
ceive that, although if they found af- 
ter reading a little it was not helping 
them they could throw it away. 

JUDGE MacTAVISH: I did not 
catch, Mr. Nesbitt, what you said to 
Mr. Tilley’s suggestion, as to pre- 
senting your argument in written 
form? 

MR. NESBITT: The only observa- 
tion I have to make on that is, as 
you know from experience, at least, 
I know from two or three years’ ex- 
perience, that a written argument is 
open to this difficulty, that it very 
often happens that one of the Com- 
mission desires information or further 
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elucidation, and you can immediately 
and promptly stop and ask for that, 
and it probably cuts out a good deal 
of the argument and presents it in 
a new view. 

JUDGE MacTAVISH: The Commis- 
sion will consider the representations 
made by counsel. My own view would 
be that it would be better in the way 
of saving time if nothing of that kind 
was done until all the evidence in 
reference to all the companies was be- 
fore the Commission. It does seem to 
me that the Commission would desire 
to be apprised in some form or other 
what the views of the companies are 
on the points on which a report from 
them is expected, and I feel person- 
ally, without committing the Com- 
mission to any particular principle, 
that I would be very glad to have the 
views of all those who are engaged 
before us, on some points at all events 
before the enquiry closes. 

MR. LANGMUIR: It is quite pos- 
sible we might agree on some points. 

JUDGE MacTAVISH: It is not a 
case in which there has been so far 
any conflict of evidence, or any matter 
of that kind in which the Commission 
will have to weigh one statement 
against another. 


MR. SHEPLEY: I do not think it 
should be lost sight of that so far as 
the companies are concerned they have 
been advisedly, so far as we have acted, 
represented in the witness box by the 
men who could best, in the witness box, 
express the insurance view; that we 
have done because we thought that 
would be much better in the interests 
of the enquiry than going to people 
who were not in a position to declare 
themselves upon questions of policy. 
However, Your Honors will consider 
the matter further. 

JUDGE MacTAVISH: We will con- 
sider the matter from every point of 
view. 

MR. SHEPLEY: No change will be 
made in the proceedings at present? 

JUDGE MacTAVISH: No. 

—Evidence of Mr. Sanderson con- 
tinued : 

MR. SHEPLEY: Q.—This is a state- 
ment which I wish to put in of interest 
and rents from 1891 down to 1905 sep- 
arated, and then put together? A.— 
Yes. 

Q.—Under interest you have includ- 
ed interest earned upon investments, 
that is what that is intended for? A. 
—I believe so. 

Q.—And the rents? A.—The rents 
on the company’s properties. 
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—Mr. Watt answers the questions 
until a change is indicated. 


A.—This memoradum of rents is the 
rental derived from not only the head 
office and branch office buildings of the 
company, but other real estate in real 
estate account. 

Q.—Do rents there include rents re- 
ceived in respect of mortgage proper- 
ties? A.—We call them real estate; 
when a mortgage is foreclosed it goes 
into our real estate account, and this 
would include the rent received, simi- 
lar to interest on a mortgage. 

Q.—-The interest on the mortgage 
while the mortgage was current would 
fall under the other column? A.—Yes. 


Q.—And then after you have fore- 
cosed so that the property becomes the 
property of the company it goes into 
the rent column? A.—Yes. 


Q.—What is the meaning of these 
two years, 1899 and 1900 where nil is 
put under rents? A.—The_ gross 
amount from rents in those years was 
applied to reduce the principal of the 
‘account. 

Q.—That is, you made use of it, not 
as income, but as reduction in capital? 
A.—Yes. 

Q.—Reducing the capital so repre- 
sented? A.—Yes. It would be dealt 
with in this way, if we had credited 
interest account we would have just 
written off a like amount from the real 
estate account. 

—Statement of interest and _ rents 
from 1891 to 1905 filed as Exhibit 205. 


Q.—Then you have given us a use- 
ful exhibit here under the question 
with regard to profits, and that I de- 
sire to detach and put in just as it is, 
and then I want to discuss it with you 
a little. (Statement filed as Exhibit 
206.) These are the answers to ques- 
tions 6, 7, and 8 under the heading 
‘‘Profits.’’ The questions are: 

‘(6) Furnish statement showing pro- 
portion of profits distributed in divi- 
dends to shareholders, including all 


bonuses or other moneys paid to share- 
holders. 


(7) Furnish statement showing the 
proportion of profits allocated to pol- 
icyholders maintaining the distinction 
between the different classes of insur- 
ance. 


(8) Produce and explain in detail the 
calculation, whether actuarial or other- 
wise, upon which the allocation of such 
profits was made, maintaining the 
same distinction.’”? In your exhibit 
you have first dealt with questions 6 
and 7? \Ai++Yes: 
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Q.—The exhibit proceeds: ‘‘In ar- 
riving at the profits, etc.’’ (Reads 
down to the words ‘‘between the quin- 
quennial periods’’)—with profits you 
mean for the broken quinquennial 
period? A.—It would mean on poli- 
cies where persons died during a quin- 
quennial period, or where a policy ma- 
tured between a quinquennial period, 
we call them interim profits. 

Q.—They are profits for the broken 
part of the quinquennium? A.—Yes. 

Q.—In the early history of the com- 


_ pany you had annua] distribution? A. 


We had annual dividends, as I said 
yesterday, up to 1865. I do not think 
it is the practice of all companies to 
give interim profits; it has not been in 
some cases. I have mentioned there 
that that amount is retained for that 
period we speak of, but since handing 
that in I have had the opportunity of 
getting the figures for that. 

Q.—We will add that to the exhibit? 
A.—It is $177,000 for the period under 
review. 

Q.—That is, you -have added to the 
profits which were shown in the main 
exhibit the interim profits, being pro- 
fits handed over upon death occurring 
within a quinquennium? A.—Yes. 

Q.—That amounts to $177,058.16? 
A.—Yes. 

Q.—Your exhibit goes on, ‘“‘To ar- 
range their quinquennial periods,”’ etc. 
(Reads to the words ‘‘the result of each 
quinquennial allotment’’)—1894, $2,- 
168,686 to policyholders, and $138,- 
246.13 to shareholders.’’ That does not 
of course include the interest upon 
capital at the average rate? A.—No, 
sir. 

Q.—That is in addition to that? A. 
—Yes. 

Q.—That includes then all the pro- 
fits, or does it include all the profits 
which have been earned in respect of 
non-participating policies? A.—Yes, 
according to the amended charter of 
the company the profits on non-par- 
ticipating policies go to the with-pro- 
fit policyholders. 

~Q.—You separate the profits that 
are earned into two classes, the pro- 
fits earned on non-participating busi- 
ness, and the profits earned on par- 
ticipating business? A.—No sir, that 
would be done if we had decided to 
give the profits of the non-participat- 
ing policyholders to shareholders, that 
would be necessary, but in so far as 
all the profits arising out of non-par- 
ticipating policies go to with-profit 
policyholders they are naturally all 
kept in the one fund. 
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Q.—That is not as you put it at 
first, I think; what you say is you do 
not make any distinction, that you 
take all the profits arising in respect 
of both classes of policies, and you 
divide those in the proportion of 90 
and 10? A.—Yes, they are all kept in 
one fund during the period. The total 
profit arising at the end of the period 
is divided in that ratio. 

Q.—That is the participating pol- 
icyholder upon the system which you 
follow get 90 per cent of all profits, 
including the profits upon non-partici- 
‘pating business? A.—That is correct. 

Q.—In 1899 the figures were $943,- 
584 to policyholders, and $110,996 to 
shareholders? A.—Yes. 

Q.—In 1904 $1,352,252 to  policy- 
holders and $106,657 to shareholders. 
Then you put under that the strength- 
ening of the reserves. Then you come 
to answer to question 8. I will add 
this supplementary exhibit? A.— 
This supplementary statement makes 
an improved showing for the _policy- 
holders. 


Q.—Let us analyze the profits for 
a’ moment. Your quinquennial divi- 
sion has covered all gains less interest 
on capital at the average rate, and less 
also the expenses? A.—Yes. 


Q.—Just state how you made your 
enquiry; did you assume a figure first 
and work to that, or did you compute 
it? A.—It was ascertained in this 
way, to ascertain what bonus addi- 
tion can be declared at each quinquen- 
nial period the with-profit is listed so 
as to exhibit the sums assured in each 
quinquennial age, and then the cal- 
culation made as to how much money 
will be required to declare a _ bonus 
addition. 


Q.—That is a bonus addition of 
what? A.—$10 on a thousand. 

Q.—Why is that method adopted? 
A.—That is the regular common sys- 
tem of British Companies, commonly 
known as the uniform reversionary 
system. 

Q.—That is you found how much it 
would take to make a bonus addition 
of $1 a thousand? A.—$10 a thou- 
sand ; the business is all listed, and we 
can tell how much by multiplying the 
sum assured at each age by the single 
premium, you can tell how much it 
takes to purchase a bonus addition of 
$10 a thousand, and you get all this 
done for each age, and you total them 
up, and then by raising up and down 
me can compare that with your sur- 
pins. 
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Q.—In other words you find a unit 
firstP A.—Yes. 

Q.—And apnly that unit to the sum 
to be divided? A.—yYes. Itis a 
simple process, and it is the process 
very largely in force in Great Britain. 
It has been used by the company for 
a great many wears. 

Q.—That was effective in securing a 
complete distribution I should ima- 
gine? A.—Yes, very satisfactory and 
simple. 

Q.—It prevents the with-holding of 
any profits which ought to be divided? 
A.—Yes. As a matter of fact I think, 
of course the company has actually 
divided all the funds at each quin- 
quennium—ordinarily according to 
common practice that would not be 
done; it is customary for companies 
to keep back part of the surplus, but 
this company the surplus was laid out 
every quinquennium, and that was 
one of the difficulties we had to over- 
come. 

-Q.—And this method of calculation 
was calculated to bring that about? 
A.—It enables it to be brought about. 

Q.—The only thing you can do, 
adopting this method is to deplete your 
surplus by writing up your reserves, if 
you do not do that, adopting this 
method must be followed by complete 
distribution? A.—Yes; ordinarily I 


_ think a British Company would have 


kept part of that surplus, if they saw 
the interest was falling, with a view of 
strengthening the reserves later on. 
That was not done by us, 


Q.—There was a question I should 
have asked you yesterday when upon 
the subject of strengthening the re- 
serves: do you know of any case where 
a company in high standing strength- 
ened its reserves spreading the process 
over a long series of years at a low 
rate of interest? A.—It has been done 
in varlous ways, and it is just as Mr. 
Manley says in his report, you have to 
take the company you are dealing with, 
take its surroundings, its history, and 
the existing conditions; you cannot 
deal with any two companies in the 
same way. Some spread it over a con- 
siderable period of years, and others 
do it rapidly; for instance, the Aus-, 
tralian Mutual Provident, I know early 
in 1893 that company was then upon a 
4 per cent. basis, and in three years it 
passed at once to a 34 per cent. basis. 

Q.—My information may be at fault; 
my information is that upon the ad- 
vice of two actuaries of very high 
standing—Dr. Sprague and Mr. Hardy 
—perhaps you know them? A.—Yes. 
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Q.—That upon the advice of those 
two consulting actuaries they wrote up 
the difference ,very gradually, so that 
they hardly affected their profits at 
all? A.—That was the advice given 
by the actuaries, but the actual prac- 
tice of the company was to bring it to 
31 per cent. basis within a period of 
three years. 

Q.—Do you show me chapter and 
verse for that—— 

MR. LANGMUIR: Is that a large 
company? A.—yYes, one of the largest 
and most successful and best managed 
companies in the world. This is their 
prospectus: ‘‘Up to and including the 
year 1893 the Society assumed a rate 
of 4 per cent. in the valuation of the 
Policy liabilities. In that year 1t was 
decided to strengthen the reserve for 
these liabilities by a gradual reduction 
in the rate of interest employed until 
the rate of 383 per cent. should be 
reached. The transition process was 
completed in 1897, and the rate of 33 
per cent. is now employed in the valu- 
ation of the policy liabilities except in 
the case of a few non-participating 
policies.”’ 

Q.—What is their period, 5 years, or 
annual? A.—I think at the present 
time they are annual; they had been 
prior to this either of three years or 
of five years. This company now is 
holding 3 per cent. reserve basis for 
policies I think since 1902, and 33 per 
cent. for those policies prior to that, 
and this company did not distribute 
all its surplus from time to time, and 
this enabled it to pass more easily to 
this new basis. 

Q.—Let me identify the book from 
which you have read; this is the pros- 
pectus of the Australian Mutual Pro- 
vident, which seems'to have been issued 
—there is no date? A.—It was sent to 
me last year; it must be quite recent. 

Q.—The fact seems to have been, 
according to what you say, the distri- 
bution was very little interfered with 
in the case of the Australian Mutual 
Provident? A.—For the reasons that 
oe had not distributed all their pro- 

ts. 

Q.—Because they had been with- 
holding some of their profits they were 
able to do that without distributing— 
A.—I think it is only fair to our com- 
pany to have that clearly understood, 
that we were under very great diffi- 
culty in having to make this change 
by reason of the fact—— 

Q.—I do not want to have to go over 
that again, but I suggest to you that 
you would have been under less diffi- 
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culty if you had adopted the gradual 
method? A.—As I said yesterday, per- 
haps we did adopt a fairly gradual 
method ; about that there would be dif- 
ferences of opinion. 

Q.—What is your view as to the sys- 
tem of annual distribution of profits as 
compared with the system which your 
company has adopted? A.—I am quite 
free to give my view upon that; as I 
said yesterday the practice of our com- 
pany was to declare dividends annu- 
ally from 1847 to 1896. After carefully 
considering the matter Mr. Ramsay, 
who had shortly prior to that come out 
from Scotland, considered it wise to 
change from annual to quinquennial, 
and so far as my observation goes 
that was a step in the right direction. 
The practice of British companies gen- 
erally is quinquennial dividend system ; 
it works splendidly, and as between an- 
nual dividends and quinquennial divi- 
dends, I would say by all means quin- 
quennial dividends. 

Q.—Why, does not the other work 
splendidly, too? A.—For policyhold- 
ers as well as for the company. 

Q.—Why do you say that? A.—For 
one thing it gets rid of rapid changes 
in financial condition, ups and downs 
in profit. You may h&ve in one year 
under an annual dividend system a 
great slump in the market, that pro- 
duces an undesirable change where 
there is annual dividends, whereas 
with a period of 5 years you get a bet- 
ter average to work over. 

Q.—That is one reason? A)y—In the 
second place it makes of course a great 
deal less work. With an annual divi- 
dend system there is a great deal work 
and calculation is required, which is 
obviated by this other system, and I 
think the trend of practice in Great 
Britain has all been towards the quin- 
quennial system, where any change has 
been made it has been from the annual] 
dividend or from the triennial divi- 
dend. 

Q.—That is you say it is an indica- 
tion that it has been thought desirable 
by those who manage insurance com- 
paniesP A.—I think it is the exper- 
ience both of policyholders and the 
company. I ought to say that is the 
British system as against the annual 
dividend system of the States, and 
there is no chance of British compan- 
ies departing from that. 

Q.—With regard to its involving la- 
bor you have already in your company 
the labor involved in arriving at the. 
scale of profits in broken periods, in 
respect of policies which mature, be- 
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come claims? A.—No sir, only once 
in five years we do it. 

Q.—But you have told us you dis- 
tribute profits for the broken periods 
where the policy becomes a claim? A. 
—That is done in this way: Imme- 
diately after a quinquennial division 
of profits the directors declare what 
will be the rate of interim profits for 
the next five years. That has been 
the uniform practice of the company, 
and is uniform among British compan- 
ies generally. The directors will say 
for the next five years we will declare 
a certain rate of bonus, one per cent. 
of 14 per cent. for all policies maturing 
in that period. Generally it is sub- 
stantially less than the rate which has 
been declared, and that will hold to 
the end of the quinquennium. 

Q.—You do not arrive at the profits 
for the broken period by any compu- 
tation except by just applying an 
arbitrary rate of profit declared at the 
beginning of the quinquennium? A. 
—Exactly. 

Q.—At the end of the quinquennium 
you make the computation however 
for those who have survived that per- 
iod? A.—Yes. 

Q.—Can you say how that computa- 
tion has usually compared with the 
rate declared? A.—It is almost a uni- 
versal practice to make sure the rate 
declared as interim profit is less than 
what will be realized; it is usually put 
on the safe side. 

Q.—And this sum of money which 
appears in this account as having been 
allocated by way of interim profits is 
less than the actual profits? A.—It 
would be less than we would have ob- 
tained had they kept on until the— 

Q.—At a less rate would be the best 
way of putting that?. A.—Yes, 


Q.—Than you have described in your 
answer— ~ A.—Pardon me, I ought to 
add right there that our company has 
declared the interim profit this time 
the same as we declared at the last 
quinquennial division. 

Q.—That is you have declared that 
those policies becoming claims during 
this current quinquennium are to have 
at the same rateP A.—We did not 
cut it down any. 

Q.—That method of arriving at your 
bonus addition that you have described 
to me has been followed since when? 
A.—Commenced in 1870, at the first 
quinquennia] dividends, and been con- 
tinued in that way since. 

Q.—In your answer there is an in- 
teresting statement made which I 
would like you to elaborate a little; 
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you say: ‘‘The above described method, 
etc., has been followed since 1870,’’ 
etc. (reads down to the words ‘‘had 


_ abandoned it’’?)—do you corroborate 


that as a matter of evidence? A.— 
I have taken that from the transac- 
tions of the International Congress of 
Actuaries. 


Q.—Do you verify the statement 
that Mr. Ryan is said to have made? 
A.—I have practically; I am satisfied 
that is correct. 


Q.—That is a correct statement? A. 
I believe it is. 


Q.—Do you think that the policy of 
the insurance companies in that re- 
spect has at all been based upon the 
circumstances that it retains in the 
hands of the management these pro- 
fits for a longer periodP A.—No, I 
do not think so; I think it is in that 
form because it gives general satisfac- 
tion. It is simple, easily understood, 
avoids disturbances, and is satisfac- 
tory to the policyholders. 


Q.—It does in fact retain the funds 
longer than the annual distribution 
would? A.—And if a man lives to 
the end of the period he would conse- 
quently get slightly more by reason 
of that. 


Q.—It tends towards concentrating 
large sums of money in the manage- 
ment jof the companies? A.—Of 
course for a five year period it would 
not be a very excessive amount and 
it gives stability and avoids perhaps 
a company holding as much by way of 
contingent account as otherwise would 
be necessary. You will find compan- 
ies with annual dividends find it neces- 
sary to hold large contingent accounts, 
which sums of money for instance, take 
a very excellent company in. Phila- 
delphia, the Provident Life & Trust, 
an annual dividend company, it has 
eight millions of dollars of undivided 
surplus. 


Q.—Have you in respect of some of 
your forms of insurance departed from 
that and adopted a different method 
recently? A.—Yes, in respect of the 
tontine. 


Q.—Will you describe what you have 
done in regard to that, when the 
change was made? A.—Of course 
the tontine business is comparatively 
recent, only commencing in 1888 and 
1889. 

Q.—And the change you have just 
spoken of was made about when? A. 
—1904, it was practically the first 
time we had to deal with any matur- 
ing tontine. 
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Q.—Describe what you have done in 
regard to that form of insurance? A. 
—May I read from this exhibit? 

Q.—Yes? A.—(Reads from exhibit 
206) ‘‘At 3lst December, 1901, the ton- 
tine period of a number of policies,”’ 
etc. (Reads down to the words ‘‘plus 
the profits’’). 

Q.—That of course is a departure 
from the reversionary bonus distribu- 
tionP A.—Yes. 

Q.—And is one of the results of it, 
that there is not a complete distribu- 
tion of the profits? A.—I do not 
quite grasp your question. 

Q.—One of the result of departure 
from the reversionary bonus scheme in 
the way in which you do in regard to 
tontine business is one of the results 
that you do not at any given time dis- 
tribute the actual profits? A.—Yes, 
that is one of the results. 


Q.—Perhaps to put that in technical’ 


language, you have changed from a 
distribution to an apportionment sys- 
temP A.—Yes. 

Q.—Was that change brought about 
as a result— A.—I might explain a 
little historical] point there. We 
adopted the tontine system, as I said, 
about 1888 or 1889. Prior to that the 
American companies had been pushing 
that form of policy in Canada very 
vigorously. Our company—I was not 
with the company then—opposed that 
system of insurance for a number of 
years, they would not grant it to the 
policyholders. The agents kept com- 
plaining year after year that they 
were losing business, prospective pol- 
icyholders would say, ‘‘I would like to 
insure in the Canada Life, but I want 
the kind of policy that the Mutual 
Life, the New York Life, the Equitable 
Life is giving.’? We lost thousands 
upon thousands of dollars of business 
simply because the company would not 
give that kind of policy, until finally 
the pressure from the agents and the 
public was so great that the company 
had to concede the point and issue the 
policy. 

Q.—Then I would understand from 
that it is a form of insurance that the 
Canada Life did not approve of upon 
principle? A.—At that time I think 
the management was quite satisfied 
with the quinquennial system. 

Q.—And won’t you go alittle further 
and say this form of insurance is not 
a form of insurance of which those in 
charge of the early policy of the Can- 
ada Life approve? A.—I would not 
go that far, I do not think I would 
fee] like going that far. 
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Q.—Why had the Canada Life re- 
sisted for so many years the issuing 
of that kind of policy if it was not 
that it was disapproved of? A.—It 
was an American invention, was not 
very much known at the time, and we 
had a Scotch Manager, and naturally 
he opposed the American innovation. 
There was very little experience with 
it up to that time; it was a new thing 
and he was quite satisfied with the 
quinquennial system. 

Q.—Do you know of any company 
other than the Canada Life which has 
relaxed its adherence to the reversion- 
ary bonus system having once adopt- 
ed it? A.—I think a number of com- 
panies have adopted the tontine while 
they had the quinquennial; for in- 
stance the Confederation Life had the 
quinquennial system, the ‘Sun Life had 
the quinquenial system for years. 

Q.—Have any of the British Com- 
panies adopted it? .A.—Yes. 

Q.—I mean in which they have given 
their adherence to the reversionary 
bonus system? A.—Yes. I hand you, 
sir, the agents manual of the London 
& Lancashire Life Insurance Company 
deferred bonus system. I think the 
Standard Life has been issuing that 
policy for years here in Canada. 

Q.—Is substantially all your busi- 
ness now written upon this principle? 
A.—That would be correct. 

Q.—The result of that is that you 
have your business separated into five 
year classes running from the date of 
the insurance? A.—For the quin- 
quennial policies, but these tontine 
policies are all kept by themselves. 

Q.—But the tontine policies have 
this adjustment of profit at the end 
of five year periods from the date of 
issueP A.—WNo sir. 

Q.—How is that? A.—The tontine 
fund is kept entirely distinct by it- 
self, and we simply have— 

Q.—How often do you adjust profits 
in respect of the tontineP A.—If we 
had tontine policies coming due every 
year we would do that, but according 
to the system of tontine originally in- 
troduced they were really made to fall 
in only once in five years so that— 

Q.—Is that what you are following 
now? A.—No sir, at the present time 
they will fall in every year, but there 
won’t be any falling in till 3lst De- 
cember, 1909. 

Q.—Is the method which you are 
now adopting consistent with keeping 
an individual account with each pol- 
icy? A.—Practically, yes, it amounts 
to that. 
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~Q.—It would be possible of course, 

as we have heard from other actuaries 
to keep an account with zach policy? 
A.—It would be. 

Q.—And that would be a method 
which would obviate a good many of 
the matters of which complaint is 
made? A.—That together with possib- 
ly the elimination of estimates. I 
would like, if you thought well, to put 
in an explanation of the deferred divi- 
dend system as prepared by the Presi- 
dent of the Actuarial Society of Am- 
erica. It is simple, easily understood, 
and goes into the merits of the ton- 
tine policy, and removes some of the 
objections which have been urged 
against it. 

Q.—That is by Mr. Weeks? A.— 
Yes. 


Q.—Of course that is presenting the 
case from the strongest standpoint 
from which it can be presented in its 
favor? A.—I think that would be 
correct to say that. 

Pamphlet containing explanation of 
deferred dividend system by Mr. 
Weeks, filed as Exhibit 207. 

Q.—We have first here certain com- 
parisons of the actual results and the 
estimated results? A.—Yes sir. 

Q.—That is prepared by you, I 
think? A.—Prepared in our office. 

Q.—And these results are by com- 
parison with other figures which we 
have deemed very favorable? A.—I 
think they are. I think the total cash 
value which we offer a man compares 
very favorably with the original esti- 
mate. I have taken a total of the 
whole thing, and it turns out that the 
total for policies maturing last year 
was 92 per cent. of the original esti- 
mate. 


Q.—I would like to put in one or 
two of these by way of illustration, 
but I will put the whole document in; 
I won’t read them all. I see that in 
the case of a whole life policy under 
the 15 year tontine plan at the age 26 
the cash profits estimated were $204.- 
85, the cash profits $85.20, the cash 
over sum assured, that is the surren- 
der value? A.—Yes. 

Q.—Estimated $85, actual $150, a 
total therefor of estimated $289.85; 
total actual of $235.20, or a percentage 
at 81 per cent. Then I see you get as 
high as 108 per cent. in the ten pay- 
ment life at the age 25. 99 per cent. 
in life 20 payments at the age 31, and 
as high as 94 at the age 25 in 15 year 
endowment. You get as high in the 
ten payment life at age 25 as 114, 
and you get as low as 83 in a whole 
life at age 33. 
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Q.—You have given here a sum- 
mary which will be useful, showing 
that your results are 91.7 per cent. of - 
your estimates. (The statement re- 
ferred to filed as Exhibit 298.) Now 
you have made certain changes in the 
estimates from time to time. A.— 
Yes. 

Q.—You have had 4 manuals in the 
pewed that we are considering. A.— 

es. 


Q.—A manual dated 1890, one in 
1895 and one in 1898, and the other, 
the manual at present in use, when 
was that issued? A.—I think in 
1901. The general trend, of course, 
is to reduce the estimate. 


Q.—I see it is in some cases and in 
some cases it is to increase it. A.— 
The only increase would be in the 
case of endowments. 

Q.—There is 15 Payment Life. A. 
—That is the total cash. I think if 
you take the estimated cash profits. 

Q.—Yes, that is so. But the total 
estimated cash surrender value and 
cash profits is increased in some of 
these cases. A.—I think you will find 
that our estimates are extremely con- 
servative in comparison with compan- 
ies generally. : 

Q.—That may be so. How is it with 
respect to the results which you 
have achieved? Are you _ not still 
estimated, speaking generally, in 
advance of these results? A.—wNo sir, 
when you take into account the differ- 
ence in premiums as we _ have done, 
the present estimates would appear to 
be quite conservative. 


Q.—Now do you say that the differ- 
ence in premium has not compensat- 
ing disadvantages which off-set that? 
A.—As a matter of fact, when I said 
I spoke conservatively, I used 90 per 
cent. of the premiums. 

Q.—When you increase che prem- 
ium you have to. correspondingly 
increase the reserve? A.—Yes, and 
that would, .of course, bring with it 
increased profit. 

Q.—Your expenses are more now 
than they used to be? A.—Yes, that 
is One reason why I used the 90 per 
cent. in place of the whole difference. 

Q.—And the rate of interest is 
lower? A.—The rate of interest is 
higher than it was towards the end of 
that period. The rate of interest, as 
we saw, was very low during the 90’s, 
especially in the late 90’s, and now 
the curve has gone upward. This 
diagram will show graphically the 
trend of interest in our company; 
back from 1882 it has been running 
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right down, ’99 is the lowest point; 
since that the trend has been  up- 
wards, so that the reserve basis, the 
change was made at this point with 
all these conditions in view, at the 
lowest point there was in the whole 
period. 


Q.—I would like the Board to see 
that. I do not suppose you want it 
put in. Now here are some figures 
which our actuary has made and I am 
going to put them in. I want you 
to see them and, of course, they are 
subject to verification by you, if you 
desire it, but I daresay you will 
accede to the probable accuracy of 
them. A.—I think I ought to say 
that this would be a very unfair way 
of stating the case. (Statement re- 
ferred to filed as Exhibit 209.) 

Q.—Is it partialP A.—I think so, 
sir. 

Q.—In what respect? A.—He simp- 
ly deals with the original estimated 
profits, with the actual profit realized, 
without taking into account the 
strengthening of the reserves and the 
benefit given to the policy at matur- 
ity by reason of that strengthening. 

Q.—I do not suppose the _ policy- 
holder will reason in that fashion. 
He has regard to the net result to 
him. A.—We receive certain money 
from him; at the end of the period 
he can call for his equity. He may 
get it back in one pocket or the 
other, it does not make any difference 
as long as he gets the whole thing. I 
would dissent from this. 

Q.—Because it leaves out the 
atrengthening of the reserves? A.— 
Yes, I think it is very unfair. The 
statement I had a minute ago is, I 
think, the fair way of putting it. I 
gave you all the facts. 

Q.—Now you have made a differ- 
ence with regard to profits to poli- 
cies after they became paid up? A.— 
Yes. 

Q.—Describe that, what did you 
originally do and what was the change 
made? A.—We are. speaking of 
quinquenial policies. The practice up 
to 1899 had been to give the same re- 
versionary bonus to all policies wheth- 
er premium paying or paid up poli- 
cies. Before describing what we did 
at 799 I would first like to fix the re- 
sponsibility and assign the motive. 
for that and I think the President, 
as a matter of fact, was at first op- 
posed to it, so I take the full respon- 
sibility of that change. Let me ex- 
plain now that prior to this division 
in ’99 the assistant actuary at that 
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time, Mr. Papps, now with the Manu- 
facturers Life, with myself had been 
looking into this question a good deal, 
and on looking into the premiums 
paid by the respective policies, espe- 
cially the 10, 15 and 20 Payment Life, 
we found they were quite defficient as 
compared with the Whole Life poli- 
cies. Then the change of reserve basis 
meant this, that it took a very large 
sum of money to put up the reserve on 
the Paid up. policies as compared 
with a Whole Life policy; that is to 
say, the Paid up policy had a bigger 
debt to pay than the Whole Life pol- 
icy, and it seemed unfair to the Whole 
Life policy to give as much profit to 
the Paid up policy as to the Whole 
Life one. It would have been simple 
and easy to have given them all the 
same. If we had done so_ nobody 
would have known any difference. 
The Whole Life men would had part 
of the profits which they really earn- 
ed given to the Paid up men who did 
no earn it, and it was simply a ques- 
tion of principle v. the other. I felt 
it was the right thing to do; common, 
ordinary justice, and I did it on 
grounds of pure justice and equity. 
Q.—How did you adjust between the 
two classes when you made the altera- 
tion? A.—Policies which had been 
paid up for a period of 10 years get 
a slightly less rate of bonus that pre- 
mium paying policies. To the premium 
paying policies in ’99 we gave $7.50 
per thousand, a 2 per cent. bonus. 
To paid up policies we gave a 4 per 
cent. less, or $5 per thousand, a dif- 
ference of $2.50 per thousand. 


Q.—Was that just an arbitrary di- 
vision ? A.—Partly arbitrary and 
partly from a little investigation. To 
give expression to the fact that the 
paid up policy had not earned the 
same rate of profit as the whole life. 
I ought also to mention in that con- 
nection another reason, that no part 
of the loading on the 10 payment poli- 
cies, like 10 Payment Life, had been 
carried forward to carry on these poli- 
cies. The practice in British compan- 
ies is to reserve part of the loading 
on limited payment policies, so as to 
carry on the profit at the same rate. 
That had not been done; that money 
had been distributed. 

Q.—Is that a system which could 
have been adopted? A.—It is a pity 
it was not done. 

Q.—Could you have adopted it when 
you made the change? A. Oh no, 
because the money had been distri- 
buted. 
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-Q.—Now, dealing generally with this 
question of payments and results, hav- 
ing regard to the fact that you have 
so nearly reached your estimates in 
your results, would it not be possible 
by economy to live up to your esti- 
mates in future? A.—Well, I would 
like to see estimates eliminated al- 
together. 

Q.—Your idea is that there should 
not be any estimates permitted? A. 
—Deal with actual things, actual re- 
sults, 

Q.—Would you be in favor of a law 
preventing estimates being put out? 
A.—I would not object to it. It would 
eliminate one of the objectionable 
features in connection with the ton- 
tine system. A. 

Q.—Now let me take up with you 
the question of lapsed policies. Your 
company originally insured with rather 
stringent provisions as to forfeiture. 
I had better just illustrate that by 
reference to the policies themselves. 
If you will look at the provision in this 
policy. What is the provision there, 
substantially P A.—‘“‘30 days grace 
are allowed for payment of premiums, 
but should the payment due upon a 
policy or any instalment thereof re- 
main unpaid beyond that time it may 
be revived within six months’? upon 
certain conditions. We have liberal- 
ized that a good deal. 

Q.—In this form, Number 26, you 
have introduced the automatic non- 
forfeiture division? A.—Yes sir. 

Q.—That keeps the policy on foot 
automatically? A.—yYes, sir. A man 
can see here what his cash surrender 
value is and how long it will keep 
the policy in force. 

Q.—I will put in those two forms 
of policy, the only two I am going to 
file. (Exhibit 210.) With respect to 
the old form of policy, do you still 
adhere to the forfeiture provisions? 
A.—We did not extend this new non- 
forfeiture clause to the old poli- 
cles, but the practice of the 
company is to deal ina generous way 
with the old policies. We do not ask 
them to live up to any hard and fast 
rules. We think generosity is a good 
business . It may depend on who car- 
ried out the rules. What I mean to say 


is, if a man feels that he has suffered © 


an injustice and he appeals to the 
directors, if there is any reason in 
his case at all, it is generally listened 
to. 

Q.—This probably is a matter that 
Mr. Watt could tell us about. 

MR. WATT: No sir, I do not know 
anything about that. 
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Q.—Then I will go through it. This 
is a statement of contributions for 
charitable, political or promoting pur- 
posesP A.—That is not in my line 
elther, Mr. Shepley. 

Q.—Then I will just have it on the 
record. 

MR. WATT: If you will leave out 
the word ‘‘political.’’ There is noth- 
ing of that kind. 

Q.—The Springhill Mine Disaster, 
Nova Scotia, paid through the Hali- 
fax Agency $100. That was in 1891. 

“In 1897, the Queen Victoria Diam- 
ond Jubilee, Montreal. Montreal 
Agency that was paid through, $200. 

In the same year, ’97, the Indian 
Famine Fund, paid through the Bank 
of Hamilton, $1,000. 

In 1900 the Canadian Contingents 
Families Fund, paid through Colonel 
Maclaren, $250. 

The Red Cross Society, paid through 
Miss Wilkie, $250. 

The Ottawa Fire, paid through C. 
W. Taylor, $2,500, in 1901. 

MR. NESBITT: That should be the 
Ottawa Fire Sufferers, it might be 
quite different. 

MR. SHEPLEY: Yes, the Ottawa 
Fire Sufferers. 

In 1901, Toronto General Hospital, 
through the Secretary of the Toronto 
General Hospital, $10. 

And in the same year the Queen Vic- 
toria Statue, paid through Mrs. Gib- 
son, $250. 

In 1902, the Toronto Firemen’s Re- 
lief Fund, paid through the Secretary 
of the Board of Trade $500. 

A.—Returning to the last Exhibit, 
in conection with that last policy, I 
would like to put in an Exhibit to 
you showing how we deal now with 
these people. We have established two 
or three years ago, a Lapsed Depart- 
ment, in which one man gives his en- 
tire time to looking after these people 
whose policies have lapsed. We make 
every effort to keep in touch with 
them and to get them to renew. This 
is an explanatoin of that. 

MR. NESBITT: This document may 
be of interest to the Commission. I 
drew my learned friend’s attention last 
night to some discussion about the pol- 
icyholders turning the company into 
a mutual company. An interesting 
document has turned up which might 
be filed. 

MR. SHEPLEY: I said to my 
learned friend that I thought it en- 
tirely proper that that should be put 
in, although we both think that insur- 
ance conditions then were probably dif- 
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ferent from what they are now, but it 
is historically interesting. 


MR. NESBITT: It may be of in- 
terest to know that the first Charter 
applied for was for a mutual company. 
That went through the Lower House 
but was refused by the Upper House 
in 1847. Then it is brought before a 
meeting by the Hon. Mr. Ferguson 
and after a good deal of discussion, 
which is set out here, a provisional 
committee was appofhted to see Sir 
Allan McNab, who was then Prime 
Minister, and the result of that was 
that he declined to consider the ques- 
tion of a mutual company, saying that 
no application would be considered that 
had not the guarantee of some capi- 
tal behind it to protect the policyhold- 
er. That led them to the Deed of 
Settlement of £50,000 which you have 
had before you, in the end of 1847 
and ’49. We filed that then. It is 
open to this observation, that it is a 
little difficult for a shareholder—if 
he were perpetual; like the company is 
—to know where he is at, so to speak, 
one Parliament saying, we will not 
allow you, and then when it is on a 
solid basis another saying, we wish to 
forfeit your capital and take from 
you the money that you were compelled 
to put up, but I suppose that is King 
Demos always. 

MR. SHEPLEY: I propose now to 
cease the examination of the witness, 
with the intention, however, of taking 
up some specific cases. The actuary 
only arrived this morning; he has been 
away and I have not had an oppor- 


tunity of consulting with him upon 
them. 


MR. LANGMUIR: Before the coun- 
sel for Ontario begins his examina- 
tion, Mr. Sanderson, I would like to 
ask you one or two questions. You 
have said that you approve of the 
quinquennial distributions instead of 
the annual as suggested by Mr. Ram- 
sayin ’69?P A.—Yes. 

Q.—You say your chief reasons for 
that are that first it saves a great deal 
of trouble? A.—That is one reason. 

Q.—Secondly, I believe you said that 
the average results in the 5 years were 
better than in one year? A.—Yes. 


Q.—That is in determining the 
amount? A.—yYes. And thirdly, it 
avoids disturbances. 

Q.—What is your opinion of the 
labour and trouble of investing the 
profits during the 5 years? Is that 


not as great as making out the an-' 


nual division? A.—I should say not. 
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Q.—There is a great deal of labour 
and trouble in keeping the profits in- 
vested in the 5 years? A.—In the 
case of say, a million dollars I do not 
think our board of directors would 
take very many hours in investing 
that, as compared with the large 
amount of work entailed on the whole 
staff in investigating the profitg an- 
nually. : 


Q.—There is a good deal of trouble 
in keeping the profits invested, ascer- 
taining what they are, to whom they 
belong and soon? A.—Yes, of course 
large sums are more easily invested 
than small. 


Q.—No doubt. Now, there is the 
risk of investment during these five 
years, is there not? A.—Certainly, 
but there is compensation, I think in 
the fact that the company has this sur- 
plus in hand during the 5 years. Free 
surplus. Now, an annual dividend 
company, like the Australian Mutual 
Provident, a mutual company, has 
got an investment reserve fund of over 
$1,000,000. That is monies really 
kept out of the policyholders to pro- 
tect the assets. It is practically a 
capital stock. 


Q.—Assume for the moment that the 
annual division is not mathematically 
exact, what would be your objection to 
giving an annual interim division and 
then at the end of 5 years, after hav- 
ing ascertained exactly what it should - 
be pay the balance? A.—That would 
entail more work than the annual divi- 
dend system. It would be practi- 
cally all the work of the annual divi- 
dend system. 


Q.—No, not if it is merely an esti- 
mate. Say that you instead of dis- 
tributing one per cent., distribute 34? 
A.—I think legislation of that kind 
would practically drive British com- 
panies out of Canada and we have in 
this country practically the British 
system for policies other than tontine. 
I think it would be a most unfortun- 
ate thing to have legislation which 
would interfere with their old, recog- 
nized and approved system of distribu- 
tion of profits. The annual dividend 
is an American system and the quin- 
quennial is a British system. 


Q.—You admit that the profits be- 
long to the policyholders? A.—Yes. 

Q.—Should they not get them as 
soon as possible within reasonP A.— 
Within reason, and I think a 5 year 
dividend period is a reasonably short 
period and experience over very many 
years proves that it gives satisfaction. 
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Q.—Do you think the profits of in- 
vestment during that 5 years are 
greater than the risk? A.—TI do not 
think that is a factor that need cause 
any alarm at all, of any consequence. 

MR. KENT: Mr. Sanderson, we have 
seen several instances in the course of 
this investigation which /show that 
when any important actuarial ques- 
tion comes up, it is referred to some- 
body either in New York or London. 
Is it your opinion that it is absolutely 
necessary to do that? Is there not 
as much actuarial science in the Do- 
minion of Canada as is necessary to 
conduct its business? Is it not more 
for the purpose of satisfying the share- 
holders and policyholders than for any 
real necessity that exists? A.—Well, 
there would be a necessity existing at 
times. I think it was extremely wise 
of our company in 1899 to get the 
opinion of such a widely experienced 
actuary as Mr. Manley, the President 
of the Actuaries of England. He 
was the Manager and Actuary of the 
old Equitable Life; a man 60 years 
of age, an eminent actuary, of the 
highest standard, and it gave our com- 
pany I think a broader view to work 
from. Then we had the opinion of 
Mr. Fackler, of New York, from the 
American point of view. It was sat- 
isfactory to all concerned. With re- 
gard to the point you have raised, we 
have not in Canada any consulting 
actuaries. The actuaries we have in 
Canada are all connected with some 
company, and the result is that com- 
panies requiring advice do not feel 
quite as free to go to an actuary who 
is already engaged with some other 
company. I think in Canada we have 
no reason to be ashamed of our ac- 
tuarial standing. 


Q.—During recent years has it been 
necessary to seek the advice of a for- 
eign actuary, particularly when the 
advice of that foreign actuary is not 
followed by the company? It is fair 
to say that your own advice was not 
followed either? A.—The difficulty 
is that there were no consulting ac- 
tuaries in Canada. There does not 
exist in Canada to-day a qualified per- 
son with the title of consulting ac- 
tuary, so far as I know. 

Q.—Has your own opinion’ been 
changed by the opinion of these act- 
uaries that were consulted at that 
time? A.—In reference to the change 
of reserve basis? 

Q.—Yes. A.—My own opinion is 
that the change as made was wise 
and that the judgment of history up- 
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on it will prove it. It may be mis- 
understood in the meantime, but I 
believe it was a wise thing to do and 
it will benefit in the long run the 
great mass of the policyholders. 

Q.—You considered it prudent to 
get several opinions, even if it was 
only to see what the majority of the 
opinion was? A.—yYes. I have no 
doubt at all that if a British actuary 
had been placed in charge of the man- 
agement of the Canada Life Assurance 
Company in ’99, he would have at 
once recommended the passing of the 
onus. I am satisfied of that. We 
took a middle course. 

Q.—If your company is going to be 
the leading company of the world, as 
the President said was his ambition, 
it naturally follows that the actuary 
must be one of the leading actuaries 
of the world, it must follow the re- 
gular order of progress? A.—I think 
it would be a good thing for all the 
companies if they had actuaries in 
their offices. I believe if there is one 
thing more than another that we need 
in Canada, it is sound actuaries of 
good judgment and character in the 
various Offices. 


MR. McCARTHY: Of course the 
Commissioners understand that the 
Canada Life think they. have got one 
of the leading actuaries in their office. 


MR. KENT: Of course I cannot 
ask the witness his opinion of him- 
self, but if I were the actuary of the 
Canada Life I would certainly feel 
humiliated if I were compelled to ask 
an opinion from any other actuary. 
I have read the remarks of foreign 
insurance papers about the _ high 
standing of some Canadian actuaries 
that were not named. I do not know 
who they were. I would like to find 
out but that is possibly foreign to 
this inquiry. Any way if there is not 
as much actuarial science in Canada 
as any other country there ought to 
be? A.—That is worth explaining, 
Mr. Kent. Here in Canada we are a 
young country, actuarial science is in 
its infancy. England is the home of 
life insurance it is the home of act- 
uaries, it is the school of actuaries. 
There has been no opportunity in this 
country to develop them. Ours are 
practically all young men. Consult- 
ing actuaries do not exist, and there 
is no man not connected with some 
company to whom you could refer. I 
think it was a wise thing—I made the 
suggestion myself—and I have always 
thought it was a wise thing to do, 
and they got not only their advice 
but also the advice of prominent fin-. 
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ancial men throughout the country. 

Q.—You see no reason to abandon 
your own ideas in consequence of any 
epinion expressed by any foreign act- 
uary, I suppose? A.—I do not. 

Q.—I wanted a elicit that. I 
think that Canada ought to have a 
good lead amongst the actuaries when 
it has taken the lead in other matters. 
I have seen nothing in the course of 
the inquiry which has led me to be- 
lieve that the Canadian actuaries are 
in any way inferior to others. On 
some points I am bound to state I 
consider they are more reliable. We 
have seen some actuaries advance 
opinions which to my mind are con- 
trary to common sense, and they are 
what are called eminent actuaries? 
A.—I think, sir, the actuaries to 
whom we referred were men of the 
highest standing, character and emin- 
ence, 


MR. HELLMUTH: Up to the year 
1899 or 1900 loading expenses were 
equal to the actual expenses for the 
business obtained, isn’t that soP A. 
—I couldn’t say off hand. 

Q.—Have you ever looked at that? 
A.—I have, but for the moment I 
couldn’t just say. 

Q.—Do you not know generally 
from your knowledge that until 1901 
the loading on premiums was equal 
to the actual expenses outside of in- 
vestment expenses of the company? 
A.—It may have been so. 


Q.—And in 1901 the loading was 
very close to the actual expenses. I 
see in 1901 the loading was $517,000 
odd. I leave out the hundreds. And 
the actual expenses $535,000. I am 
not touching now the expenses for in- 
vestment purposes, which I leave to 
bear their share from the interest 
earned from investments. Now, Mr. 
Sanderson, as a matter of sound in- 
surance practice, should not the load- 
ings ‘on premiums be sufficient to meet 
the actual expenses of the business? 
A.—Would you allow me to make an 
explanation in reference to that? 

Q.—No, I want to first ask you that 
as a matter of principle. Should not the 
loadings on premiums be sufficient to 
meet the actual expenses of the busi- 
ness outside of the investments? A. 
—I think it would be very desirable 
that the loadings on the premiums up- 
on the basis upon which the premiums 
are constructed should cover the ex- 
penses. 

Q.—And is not that almost axio- 
«matic? Do not the British companies 
provide enough loading to cover the 
ordinary expenses -f the business? 
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A.—That is quite a common practice 
in Great Britain. : 

Q.—Now in the Canada Life since 
what we will call Mr. Cox’s Presi- 
dency, since .that time the expenses 
actually have gone away beyond the 
loading, there is no question about 
that. A.—Well, I want to make an 
explanation, right there. 

Q.—Is that a fact, and then you 
may make the explanation? A.— 
Yes. Upon the basis of valuation 
adopted. Not upon the basis upon 
which the premiums were constructed, 

Q.—No, but upon the basis of val- 
uation adopted? A.—Yes. 

Q.—Subsequently adopted ? A.— 
Yes. 

Q.—And the result is, as the figures 
show, that that is a steadily increas- 
ing. amount, the difference between 
actual expenses and the loading? A. 
—That will occur even though you 
were to keep your expenses at the 
same rate as the previous year, if 
you increase your new business that 
is bound to keep on going up. Now 
in reference to this year, 1901, to 
which you referred, the report was 
made there on the basis of actuaries 
4 per cent. valuation, so that the 
loading is on a different basis there 
than what it is in the subsequent 
years. 


Q.—But after 1901 the basis for 
calculation is the same? A.—Yes, but 
you have got to read the loss from 
loading in connection with the gain 
from interest, you have got to take 
the two factors. 

Q.—First of all the loss from load- 
ing is calculated on exactly the same 
basis . after 1901; up. to 1903? ~A.— 
From 1902 inclusive. 

Q.—And in 1902 it has gone from 
$208,000 to- 1905, $343,000. Steadily 
up? A.—Yes, and the new business— 

Q.—I am coming to that. You were 
going on to say, as I have no doubt, Mr. 
Cox did say, that that was largely due 
to the volume of new business written ? 
A.—Yes. Let me give an illustra- 
tion. Suppose a company writes a 
certain volume of business this year 
at a commission basis of 60 per cent. 
They double their new business next 
year. They reduce the commission 
at the,same time to agents. The ra- 
tio of expense to income will go up 
notwithstanding that you have de- 
creased your commission. 

Q.—Quite so, but is it fair to say 
that this increase in percentage of ac- 
tual expense to the amount provided 
by the company for expenses is due to 
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the exceptionally large amount of new 
business that has been written? A. 
—That would be the cause of it. 

Q.—That is perfectly fair? A.— 
That is perfectly fair. 

Q.—Therefore, it is undoubted that 
that new business at the rate at which 
it has been written has taken from 
the company’s funds more than they 
provided for the expenses? A.—More 
than the loading provided, yes. 

Q.—_Now all the profits that can be 
realized from the entire business of 
the company can be grouped, I think, 
in about four or five heads. First of 
all there is, I see in a manual of yours, 
“Instructions to agents,’? issued in 
August, 1902, three sources. I think 
there are a few more, but three sources 
of surplus are the savings affected by, 
first, investment of funds, so that in- 
terest earnings are secured well above 
those required to maintain reserves. 
Now taking the year 1905 and using 
“‘Gain on interest,’? as meaning the 
amount received over and above that 
required to keep up the reserve, and 
including in that an amount which is 
not referred to there, namely the pro- 
fits realized on securities disposed of 
during that year? A.—$70,000 odd. 

Q.—We have $356,607.71, that is the 
profits realized upon investments in 
1905, I think I have got the right fig- 
ures there? A.—TI think that is cor- 
rect. 


Q.—And after allowing, as would be 
fair, for the expense of the manage- 
ment of those investments, that is de- 
ducted first? A.—Quite so. 


Q.—So that you have there $356,- 
607.71. ‘‘The next item of gain is 
Careful selection of Lives so that the 
mortality experience is considerably 
less than that provided for.’”?’ You 
have under that heading a gain of 
$280,263.96? A.—That is correct. 

Q.—Now you have not another item 
that you have also made a gain on, 
Surrenders and Lapses. That is not 
one that is referred to in your manu- 
al, I do not know why, but the gain 
that the company makes on the policies 
surrendered or lapsed, which I would 
like to deal with in a moment, is in 
that particular year $122,374.87? A. 
—That is correct. 


Q.—Then there is another item not 
mentioned in this manual, and that is 
the gain on the securities valued or 
written up—I used ‘‘valued’’ for Mr. 
Watt’s sake—valued or written up, 
which is $145,949.10, making a total 
of $905,195.64. That is, is it not, the 
entire profits of the year’s business, 
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have I not taken now all the sources 
of profit? A.—Minus the 445. 

Q.—I am not taking minuses now; 
I am taking the entire sources of pro- 
fit. Yeu have here, ‘Third. Econ- 
omy in management so that the ex- 
penses incurred are less than those 
allowed for in the premium loading.” 
We have not any saving on that, the 
item is the other way? A.—On the 
valuation basis. On the basis on 
which the premiums were made there 
wouid be a saving. 

Q.—On the valuation basis the item ~ 
is the other way? A.—Yes. 

Q.—Now you had to take from that 
$905,000 odd, $343,000 from those pro- 
fits to meet the expense of new busi- 
ness, isn’t that soP A.—I would 
rather put it that we invested part 
of the surplus in new business. 

Q.—Is there any question about it 
that you had to pay out in cash for 
the securing of that new business 
$348,000 of the amount that you had 
earned? A.—Well, of course, it is 
perfectly evident that you cannot out 
of your first year premiums and even 
your first year ‘rortalities cover the 
cost of your new business. 

Q.—I am not saying that it is not 
evident, but as a matter of fact from 
your profits you hac to take that sum 
to meet your expenses, is not that cor- 
rect ? A.—We had to get it some 
place, certainly. 

Q.—And did you not take it from 
that ? A.—It came from all these 
various sources. 

Q.—Not from any one of them? But 
from them all combined? A.—From 
the various sources of surplus. 

Q.—Will you teli me by what right 
or under what authority you take 
away any of these profits to secure new 
business ? A.—I skeuld say that 
would be a legal question. 

Q.—You have, I suppose, seen your 
Act? <A.—Yes. 

Q.—And the Amendment to your 
Act? A.—Yes. eae 


Q.—Have you ever considered 
whether under that Act the existing 
policyholders in the Canada Life were 
not entitled to 90 per cent. of your 
entire profits? 

MR. McCARTHY: Does the Com- 
mission think this witness is a proper 
witness to ask a question of that char- 
acter? My learned friend is perfect- 
ly at liberty to get out all the facts, 
and he has got the facts that from 
various sources certain funds were 
taken for certain purposes. Now that 
was either right or wrong. If it was 
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right or was wrong is decided, as he . 


says, by the Charter which he puts 
in the hands of the witness. Now, 
surely it is not a question for the ac- 
tuary of the Canada Life to answer, 
whether or not, by virtue of the Char- 
ter of the Canada Life, that which was 
done was right or wrong. 


MR. HELLMUTH: I think the wit- 
ness could possibly answer under what 
authority, if he was the actuary of the 
company, he would permit the funds 
of the company to be used. If he 
knows of any authority I would be 
very glad to have it? A.—I submit 
that is a legal question. 


Q.—You have never considered it? 
A.—No, I have not. 


Q.—You have said that the policy- 
holders get 90 per cent., you have 
told my learned friend, Mr. Shepley, 
that they get 90 per cent. of the pro- 
fits realized from the entire business 
of the company. ‘They certainly did 
not as a matter of fact, in 1905 have 
90 per cent. of $348,000? A.—As I 
interpret the Charter, it amounts to 
this; when you come to a division of 
profits the directors say, we will divide 
so much profits. Now the law, the 
Charter, says you shall give 90 per 
cent. of what you are going to divide 
to the policyholders and 10 per cent. 
to the stockholders. It does not say, 
you must necessarily divide the whole 
or even a part. The directors decide 
how much they shall divide and the 
Charter says you must give 90 per 
cent. of that to the policyholders and 
10 per cent. to the stockholders. 


Q.—Did you ever read the Act or 
from whom did you get that opinion? 


MR. McCARTHY: My learned 
friend cannot argue the legal question 
with the actuary. If my learned 
friend wants to argue the question 
of whether that Charter means one 
thing or another, surely it is not the 
actuary with whom he should argue 
that question. 


JUDGE MacTAVISH: The _ wit- 
ness may say how the company inter- 
prets its position under the Charter 
and what it has done under it. 


MR. HELLMUTH: He has said, 
your honor, what their Charter as 
he understands it, says. Now I have 
only asked him, what I think is per- 
fectly proper, has he read _ that 
Charter? A.—Oh yes, I have read it. 

Q.—I am speaking particularly of 
the Act of 42 Victoria. Have you read 
the preamble? A.—Oh yes, many a 
time. 
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Q.—I do not at all desire to dis- 

cuss a legal question; if you say you 
have read that and that is your view, 
I must accept it. Your view then is 
that the dinectors jcan decide just 
what profits there are in the company 
irrespective of what are actually 
earned? A.—That is the contract 
between the policyholders and the com- 
pany. 
Q.—I thought you said the Act was 
that? A.—Well, that is the Act, but 
the contract with the policyholder 
lies in the policy. 

Q.—Your contention as an actuary 
of the company is this, that if there 
were a million—for the sake of argu- 
ment—of profits earned in a year or 
5 million in a quinquennium the dir- 
ectors could do anything they liked 
in the way of securing new business 
or otherwise with two and a half mil- 
ions of that five and only pay 90 per 
cent. of two and a half millions to 
the policyholders. 


MR. McCARTHY: I submit that 
that question is entirely a question of 
law. He asks the witness whether 
he has read a section of the Act and 
the witness says he has read it. He 
has stated the facts with regard to 
that which is done by the company. 
What more can my learned friend ask 
of a witness who is an actuary and 
not a lawyer? If he wants the legal 
proposition further discussed, or any 
evidence upon the legal proposition, 
I submit that he should go to the 
legal authorities of the company. The, 
section to my mind is perfectly clear. 
In my opinion there can be no doubt 
what it means, although my learned 
friend, with longer experience, sug- ” 
gests there is a doubt about it. How- 
ever, if the chairman of the Com- 
mission will read that section, I do not 
think there can be any doubt about 
it, and in any event is it a question 
to ask this witness what his opinion is 
upon that section? If you read the 
section: (reads from ‘‘the directors 
of the said company’’ to ‘‘as between 
such assured and the shareholders.’’) 
It is manifestly unfair for this Com- 
mission to permit my learned friend, 
a man of the position and standing 
at the Bar that he has, to argue with 
a witness whose profession is that of 
an actuary as to the meaning of a 
section in the Charter of this com- 
pany. 

MR. HELLMUTH: I do not pro- 
pose to argue with the witness. I 
want the witness’s opinion. My 
learned friend has read a part of 


this section, for which I am_ very 
ty 
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much obliged to him, but he has en- 
tirely omitted to read what would 
give force to the words ‘‘such pro- 
fits.’ I am going to read Section 
1 so that your Honors will appre- 
ciate it. (Reads from ‘‘the directors 
of the said company instead of con- 
tinuing to allot the profits realized 
in ‘the business of the company as 
heretofore’? to ‘‘are hereby authoriz- 
ed in their discretion to make such 
new allotment and division of such 
profits.’’) Now let us go back to the 
preamble to see what the profits are: 
(reads from ‘‘whereas the Canada Life 
Assurance Company have by their 
petition represented’’ to ‘‘75 per cent. 
of all the profits realized from the en- 
tire business of the company.’’) Now, 
whenever the word ‘“‘such_ profits’’ 
occurs, it is all the profits realized 
from the entire business of the com- 
pany. And then the proviso gays, 
‘provided that the proportion of 
such profits—‘‘that is all the profits 
realized from the entire business of 
the company—‘‘allotted to such as- 
sured shall not be less than 90 per 
cent.”? ‘So that I am not going to 
argue the question but I wanted to 
find out the witness’s view. 

MR. McCARTHY: Mr. Sanderson 
tells me that the question has been 
submitted to the counsel of the Can- 
ada Life and he is prepared to in- 
form my learned friend what that 
opinion is. 

MR. HELLMUTH: Now the very 
thing that was objected to is going 
to be thrown upon me, Why? Because 
my learned friend thinks he has an 
opinion which will put his case in 
good shape. Surely that is a very 
funny position to take. 

MR. McCARTHY: I do not know 
why my learned friend makes such a 
statement. The proposition of my 
learned friend was that he had a ‘right 
to examine Mr. Sanderson on his idea 
of what that section meant; that is 
manifestly unfair, but I am quite 
content that he should get the legal 
position of the Canada Life. 


MR. HELLMUTH: I do not want 
to examine Mr. Sanderson upon his 
idea of what the section meant. I 
stopped at that. What I do propose 
to ask him is what his view is as to 
what has been done, as to what the 
directors have actually done. That I 
do propose to ask him unless the Com- 
missioners think I should not. 

A.—Before reading the letter from 
Mr. Bruce on the question, might I 
explain that prior to getting this 
amendment the company had kept its 
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With Profit policies separate, had 
kept its Non-Profit policies separate 
from the With Profit policies and 
that the shareholders received all the 
profits from the non-participating sec- 
tion as well as 25 per cent. from the 
With Profit Section. Now, for a 
time prior to the passing of this Act . 
they had been giving the policyhold- 
ers really 75 per cent. of the entire 
profits from both sections, and that 
is the origin of the use of the word 
Santire,’ In the year 1902 this’ 
question was brought to my attention 
and I submitted it to Mr. Bruce and 
I will read this letter. 


MR. HELLMUTH: Just one mom- 
ent before you read it. 


JUDGE MACTAVISH: One ques- 
tion, more for my own information, in 
view of the discussion that has just 
taken place. I will try to eliminate 
any legal aspect from the question. 
Do the directorate claim the right 
under the Charter to determine the 
amount of profits to be distributed ? 
A.—Yes, sir. The profits of a life in- 
surance company are, of course, dif- 
ferent from the profits of a trading 
company. You ascertain your lia- 
bilities. One man may bring out a 
certain profit. Another man would 
bring out a different profit. One 
actuary might say, you should have 
a special reserve for this or that. I 
say that the net result would be dif- 
ferent, varying with whoever made 
it up. 

Q.—That is, in your view, the 
amount of profits in any year, is more 
or less a matter of opinion, or a mat- 
ter of bookeeping ? A.—It is a mat- 
ter of actuarial opinion. 

MR. HELLMUTH: Then I under- 
stand, Mr. Sanderson, that you really 
have very carefully considered this 
question of profits; it is evident you 
have got an opinion on it? A.—I 
would not say I had specially, care- 
fully considered it myself, but I sub- 
mitted the point to Mr. Bruce and my 
attention has been called to that. 


Q.—That is to say you were the 
medium through which a legal opinion 
was obtained as to the meaning of this 
section and you are quite familiar 
with Mr. Bruce’s cpinion? <A.—Yes. 

Q.—And were when you commenced 
to answer my question? A.— Well, 
IT had not considered it very important 
from my own point of view. I was 
not the one to settle this point. I 
told you what our view of it was; I 
explained our interpretation of the 
Act. 
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Q.—Now I will be very glad to hear 
Mr. Bruce’s letter? A.—(Reads exhibit 
214, from ‘‘I have been a member of 
the firm of solicitors for the company 
since 1860’? to ‘‘a brief prepared at 
the time,’’ and from ‘‘now the interest 
on the shareholders’ capital fund’’ to 
‘sf I have not clearly covered the 
point raised kindly let me hear from 
you.’’) I submitted that letter to 
Mr. Fitzgerald. 

Q.—I will put that letter in, with 
the permission of my learned friend, 
as Exhibit 214? A.—That letter is 
on file in the Insurance Department at 
Ottawa. 

Q.—Is that the only opinion you ob- 
tained from Mr. Bruce? A.—That 
is the only opinion_I have any recollec- 
tion of on that point. 

Q.—The question apparently was not 
submitted to him as to the profits of 
the company belonging to the share- 
holders, except as to proportion? A. 
—It was the question of these entire 
profits. It was really the question of 
the word ‘‘entire.’”’ He explains the 
origin of the word ‘‘entire.’’ 

Q.—We get from you then, this, that 
whatever the profits may be from the 
various sources that have already been 
mentioned, and which appear to be 
all the sources from which profits can 
be gained, in 1905, covering almost 
every class of possible profit, whatever 
they may be, the directors in the view 
you have, could use or apply any such 
profits for any purpose that they might 
see fit instead of keeping 90 per cent. 
for the policyholders. That is your 
view, or the view of the company? A. 
—I, of course, will say that no Board 
of directors would do such a thing. 

Q.—But your view is that they 
could? They could take $348,000 of 
it to pay the expense of getting new 
business ? A.—Yes. As a matter 
of fact we have pyt upon the books in 
the last few years in England as much 
business 4s was put upon the books in 
the first 21 years of its history. 


Q.—That I think we had very large- 
ly from Mr. Cox? A.—No, that never 
was mentioned until now. 


Q.—I thought that Mr. Cox said 
they had put 40 per cent. of the en- 
tire business of the company? A.— 
Well, my statement is that we have as 
much business in force in England now 
as the company had in the first 21 
years of its history. 

Q.—Coming back for a moment, the 
directors did, as I understand you, in 
accordance with what they deemed 
their right, take $343,000 for the pur- 
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pose of obtaining new business, pay- 
ing the expense of new business? A. 
—They have purchased new business 
at a considerable cost. 


Q.—At a cost of $343,000 over and 
above the loading? It surely is simp- 
ly that, Mr. Sanderson, is it not? A. 
—That is a matter of opinion. The 
old business would have cost more. We 
are spreading by this operation the 
fixed charges over a larger area. 


Q.—The cost of new business, in Ex- 
hibit 202, over not only the loading 
for such new business, but over that 
and the gain in mortality on such new 
business was $449,000 odd, is that not 
soP A.—The first year, yes. 

Q.—So that you had to take $449,- 
000 for that new business? A.—And 
the company always has been doing 
that. Every company. 


Q.—Quite so. But that is a fact, 
te secure that business you had to pay 
$449,000 more than you got in from 
it? A.—No, more than the loading 
and the gain in mortality. 

Q.—More than you had provided for 
its acquisition by means of loading? 
A.—Not more than the loading in the 
original premiums. 

Q.—But more than the expense you 
had provided by way of loading to ob- 
tain itP A.—I wouldn’t even say 
that, Mr. Hellmuth. 

Q.—I would have thought that was 
a very simple question. You had pro- 
vided for the expense of new business, 
a loading? A.—Certain loading is 
shown there. 

Q.—And in this Exhibit 202 you 
have shown that the expense that you 
have provided by means of such load- 
ing and the gain that the business 
showed by way of mortality gains was 
insufficient by \$449,000P jA.—yYes, 
and the whole statement shows that 
there was a profit for the year of $505,- 
000. 


Q.—I am quite aware of that. I 
am taking the new business. I want 
to just deal with one thing at a time. 
That new business cost you $449,000, 
that you had to go somewhere else to 
get than from it? A.—Quite frue. 


Q.—And $343,000 of that, if you had 
used up all the loadings that were not 
required upon the renewal business, 
would still have to come from some 
of those sources of profit, I do not say 
which? A.—That 1s correct, as I say, 
on the basis of valuation, but not on 
the basis of loading originally made. 

Q.—I have a statement here of the 
gain in 1905—one of those gains—on 
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Surrenders—it was $122,374.87? A. 
—Correct. 

Q.—Now, if you wiil look at this 
little statement that I have had pre- 
pared, you will see that in 1901 the 
full reserves were $186,948? A.— 
What do you mean by the full re- 
serves? 

Q.—That is what those policies stood 
at, the full reserve against the sur- 
rendered policies? A.—Yes. 

Q.—Was $186,948, and you actually 
paid to the persons who surrendered 
those policies or lapsed policies $96,- 
960.78, so that the company had a pro- 
fit, that is the difference between the 
actual payment and the amount you 
had at your credit in reserve for those 
policies $89,987.22, assuming that my 
figures have been correctly taken from 
the books? A.—Yes, that amount of 
money was released from the reserves. 

Q.—Now you paid to those who sur- 
rendered or lapsed policies in that 
year 51 per cent. of what stood to the 
credit of the reserves of those poli- 
cies, is not that right? A.—Well, of 
course, a large amount of those re- 
serves would be in connection with 
lapsed policies. 

Q.—True, but they only got 51 per 
cent., would that be right? A.— 
Those who took surrender values, who 
were entitled to surrender values, 
would get much more. 

Q.—And those who lapsed would get 
much lessP A.—Would not get any- 
thing. 

Q.—But between the two, because 
we have not got them separated, the 
company paid 51 per cent. of the 
amount in reserve against themP A. 
—We never gave less than 2/3rds of 
surrender value. 

Q.—Is that right? A.—The 51 
per cent. is right, I presume. 

Q.—Now, what I do not understand 
is, in the following year—without go- 
ing through the figures all again—you 
gave back 77 per cent. instead of 51. 
How would you explain that large dif- 
ference, you were much more generous 
to those who surrendered or lapsed in 
1902 than you had been in 1901. Why? 
A.—I couldn’t tell off hand, but there 
would be this possible reason that there 
may have been more actual surrenders 
by people who were entitled to it and 
less lapses. That would be a pos- 
sible explanation, I do not know that 
it is the explanation. — 

Q.—Then in 1903 and 1904 you re- 
turned to your less generous moodP 
A.—The same explanation might ap- 


ply. 
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Q.—And you gave 51 and 52 per 
cent. respectively. In 1905 you go 
back to 72 per cent? A.—Yes, I ex- 
plained that. 

Q.—So that 1905 was an exception- 
ally favourable year apparently; there 
were two good years out of five? A. 
—There was a special reason for 1905. 

Q.—1905 was an especially large re- 
turn to the company upon lapsed and 
surrendered policies? A.—There was 
a large percentage shown. The rea- 
son for that is very simple. 

Q.—I was going to ask you that. It 
was larger, you see, very much the 
largest of these 5 years, in fact not 
quite $380,000 larger than the next 
largest. Now what was the excep- 
tional reason for that being larger? 
A.—The reason was that in the year 
1905 a considerable number of tontine 
policies matured and these policies 
were receiving, aS we saw in the ex- 
amination this morning, almost the 
full reserve. That won’t occur next 
year. That ratio will go down pro- 
bably next year. That was an ex- 
ceptiona] year when these tontine poli- 
cies matured. 

Q.—Then would it be right and fair 
to say that you could hardly expect in 
another statement of gains or profits 
made by the company so large a shoy- 
ing as you had in 1905? <A.—That 
will occur again in 5 years hence. 

Q.—But not until 5 yearsP A.— 
Not likely. 


Q.—The 1906-7-8 business would not 
be likely to show anything as large as 
that? A.—I don’t think the per- 
centage will show as liberally. 

Q.—I am speaking only of per cent. 
I thought perhaps you could tell me 
what Senator Cox found it impossible 
to answer because he had not the fig- 
ures, what proportion of your busi- 
ness, of the entire business of the 
Canada Life, written prior to 1900 
might be expected to be on the books 
of the company in 1915? A.—TI will 
answer that in this way; one of the 
members of my actuarial staff made a 
little estimate only yesterday, and he 
estimated 50 per cent. 

Q.—He estimated that in 1915 there 
would be left 50 per cent? A.—Of 
the old business, yes. He also es- 
timated that those policyholders would 
be in a better position by reason of the 
change of reserve basis than if we had 
gone on the other method. 

Q.—That is the policyholders who 
are left? A.—Yes. 

Q.—Because I suppose among those 
policyholders that are lft you will 
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have the $2,500,000 to distribute. they 
would be the only ones entitled to it? 
A.—No, it would not be distributed. 
That is a liability. 

Q@.—yYou increase the reserves and 
you expect to gain all that back don’t 
you? A.—To gain it back? In 
what way? 

Q.—You took away from profit what 
would have gone to profits, $2,560,- 
000? A.—Yes. 

Q.—In order to strengthen the re- 
serves? .-A.—We did. 

Q.—50 per cent. of those who would 
have been entitled to share in it and 
amongst whom it would have been dis- 
tributed are off the books of the com- 
pany before 1915? A.—Yes. 

Q.—None of the new people are to 
get any of that, it is to strengthen 
the reserves of the old business? A. 
—No, they provide for themselves. 

Q.—So that whatever is gained upon 
that, unless any small amount that 
may be distributed before 1915 would 
come back to those who survive the 
period; whatever profits were earned 
upon that $2,500,000, and the amount 
itself, that would come back would it 
not? A.—There would be a substan- 
tial profit up to that period to all 
these policyholders. 

Q.—But they are losing meanwhile? 
That has been quite clearly demon- 
strated unless Mr. Cox is mistaken? 
A.—There is no doubt that these very 
old policyholders who die in the mean- 
time won’t be in as good a position as 
if that money had been distributed, 
but they had received all they are en- 
titled to and more. 

Q.—We have heard that? A.—-And 
those people who came in say in the 
late 80’s and 90’s and along in that 
period will benefit, and they are the 
people who ought to benefit. 

Q.—Just for a minute leave out that 
_ the old policyholders got more than 
they were entitled to? A.—That is 
the fact. 


Q.—Had that money that was taken 
for reserves been distributed in the 
way it had been distributed previous- 
ly, these people would have got very 
much larger sums, there is no ques- 
tion about that, you could have paid 
them 23 or 2% per cent? A.—The 
same gentleman to whom I referred es- 
timated that if we had paid 13 per 
cent. at each quinquennium up to 
1914 the company would have had to 
have passed a dividend at 1914. 

Q.—That may be so, but I am not 
asking that at present. I want to 
know if you had gone on without 
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changing the reserve as you did, there 
would have been the same 23 or 21 
per cent. dividend at each quinquen- 
nium? A.—I don’t think so. 

Q.—Was not the $2,560,000 added 
to what had been divided, sufficient 
to make up 24? A.—I doubt if we 
would have in any event paid more 
than, looking to the change in the 
Act— 

Q.—You see you get back to looking 
to the change? A.—We had to pro- 
vide for that, necessarily. It was the 
law. 

Q.—But supposing first of all you 
had not provided for the change at 
all up to 1910, you had it on the 4 
per cent. basis, and had not to pro- 
vide for any change until you got to 
1915 when the 34 came in. Now sup- 
posing you had made no provision for 
that whatever, will you say the Can- 
ada Life could not have paid 24 to 24 
per cent. at the quinquennium ? A. 
—That is my firm conviction. 

Q.—That they could not have paid 
that? A.—yYes. 

Q.—Without making or looking to 
any provision for the future)? A. 
be tiie soni 

Q.—If you took the $2,560,000 and 
added it to the $1,018,000 I think it 
is that you divided—can you tell me 
what you provided in 1905? A.—I 
think the President mentioned some- 
thing like $1,200,000 did he not? 

Q.—You divided $1,200,000, and you 
carried forward $393, ‘000. You divid- 
ed over $900,000 in the quinquen- 
nium before, and you had applied $2,- 
560,000 to the strengthening of the 
reserves. Now will you say that all 
those sums together would not upon 
the policies of the Canada Life have 
brought in 24 per cent.? A.—They 
would have had of course to have 
brought the reserves to a four per 
cent, basis. That was necessary both 
in Michigan and Canada in ’99. 
and the estimate is that we could not 
have paid at the outside, it would 
have been less than 14 per cent. 


Q.—You say that if you had brought 
simply to 4 per cent. the estimate was: 
that the outside you could have paid 
was 143? A.—Less than 1} per cent. 
and then we would between 1909 and 
1915 have had to make a complete. 
change over to the 34 basis, and at 
1915 it is a question whether they 
would not have had to pass the divi-. 
dend altogether. 

Q.—Do you agree with the Presi-. 
dent when he thinks there will be a 
very considerable increase in _ the- 
amount available for distribution in: 
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1909, that there will be a very con- 
siderable amount of increase over 
what was-paid at the last quinquen- 
nium? A.—I would say so, yes. We 
paid 1 per cent. in 1905. 

Q.—And three-quarters of 1 per 
cent.? A.—Prior to that. 

@.—You paid three-quarters of one 
per cent. in 1900, and 1 per cent. in 
1905, and what is your. estimate for 
1910? A.—With your permission I 
would not like to make an estimate. I 
object to making estimates. 


Q.—The President’s estimate we 
cannot get at exactly, but we can get 
what is the minimum of it, because 
he said in speaking of the minimum 
system that in 1910 the amount would 
be sufficient in his judgment to not 
only keep the minimum policies clear, 
which would require 14, but to reduce 
the lien which was existing against 
them? A.—He is the president and 
I am the actuary. 

Q.—You heard that? A.—I heard 
that. I did not acquiesce in it. 

Q.—So that if he were correct we 
would have at least something over 
14 per cent. in 1910? A.—According 
to his view. 

Q.—Do you expect that it would be 
better in 1915? A.—Yes, my own 
conviction is that the change of the 
reserve basis will produce increased 
profits from quinquennium to quin- 
quennium, That is the whole prin- 
ciple of our system of strengthening 
the reserves. I would like to read a 
letter just received from England the 
other day. 

Q.—You know I do not propose to 
prevent you reading anything that you 
think will bear on this. I want you of 
course to answer my questions but I 
do not want to cut you off? A.—I 
won’t read it if you say so. 

Q.—Read it certainly, but perhaps 
it will be better after the adjourn- 
ment. 

MR. McCARTHY: My learned 
friend Mr. Hellmuth put in what Mr. 
Sanderson handed him as Mr. Bruce’s 
opinion. In a document which is al- 
ready before you, the report of the 
last annual meeting of this company 
your honors will there find Mr. Bruce’s 
opinion. With your honor’s permis- 
sion I will read a few words from it. 
(Reads from ‘‘When I learned the 
action of the Directors’ to ‘‘credit 
of the policyholders of the Canada 
Life.’”’) I read that to show that the 
matter has been very thoroughly con- 
sidered by the counsel of the Canada 
Life and was before the policyholders 
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and shareholders at the last annual 
meeting. That is in Mr. Bruce’s ad- 
dress given at the last annual meet- 
ing. 

(Adjourned to 2 o’clock.) 


AFTERNOON ‘SESSION. 


Resumed at 2 P.M., June 7th, 1906. 

Examination of Mr. Sanderson con- 
tinued: 

MR. HELLMUTH: I think, Mr. 
Sanderson, at the time of adjourn- 
ment you had a letter that you were 
going to suggest reading in reference 
to the question? A.—Perhaps I may 
defer till you are through. 

Q.—I was asking you that in 
reference to this amount that was 
taken from profits to add _ to the 
reserve to bring it from the 4 
per cent. basis to the 34, rough- 
ly speaking how much was _ it, 
$1,070,000 out of $2,650,000? A.—In 
1899 I think that was it. 

Q.—About a million dollars in round 
figures? A.—That would include the 
$500,000 special reserve. 

Q.—Perhaps you will tell me what 
amount was required roughly to bring 
the reserves from 4 per cent. up to 
34 per cent.; I do not care when or 
how it came, but what about was the 
amount? A.—I will try and give you 
that, the excess of the Hm. 33 over 
the actuaries 4 was $1,267,000. 

Q.—About we will say $1,250,000 
in round figures? A.—Yes. 

Q.—No part of that reserve would 
fall into the surplus of course? A,— 
No, once it is created a liability it is 
a liability. 

Q.—And therefore it could not be 
used to pay dividends to policyhold- 
ers? A.—That would follow. 

Q.—If the rate of interest does not 
fall below 4 per cent. up to, well a 
date when all the policies written 
prior to 1900 fall in, if the rate of 
interest does not fall below 4 per cent. 
during the period in which all the 
policies written before that date 
mature—you follow that? A.—Yes. 

Q.—Would not the 4 per cent. re- 
serve be enough to pay all those poli- 
ciesP A.—Yes, if the rate which 
you earn is equal or greater than the 
rate assumed it necessarily follows you 
can carry out your contracts, but for 


a company doing with-profit business, 


and especially with a system of rever- 
slionary bonus which we have it is 
essential that you have a substantial 
margin of interest earned over and 
above what is assumed, in fact our sys- 
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tem of reversionary bonus would so to 
speak break down unless you keep up 
that margin of interest, and that is 
why the British companies which have 
the same system as ours seem to have 
considerable margin of interest earned 
over and above that assumed. 

Q.—That I understand, but upon 
agree with me that provided you keep 
on earning 4 per cent. or over not any 
portion of the amount, the $1,250,000 
in round figures, for the purposes of a 
reserve would be required to meet the 
face value of those policies? A.—In 
so far as the rate earned is over 4 per 
cent. that will go towards surplus and 
profits. 

Q.—But what I say is as long as the 
rate does not fall below 4 per cent. not 
one copper of that $1,250,000 would 
be required or will be required on 
that assumption to meet the face val- 
ue of those policies? A.—TI think that 
would follow. 

Q.—If that is so where and to whom 
does that $1,250,000 go? A.—It goes, 
as soon as the liability was set up, 
that fund went immediately to the 
credit of the various policies, and 
when a policy becomes a claim the 
claim is paid out of the reserve at the 
credit of the policy, and the balance 
upon the current mortality. 

Q.—Let me ask you, does that state- 
ment mean that the whole of that $1,- 
250,000 will be divided among the old 
policyholders, that is those policyhold- 
ers who were on the books of the com- 
pany prior to the first January, 1900? 
A.—Yes, and no, a portion of that 
$1,250,000 of course went to strength- 
en the reserves on the tontine poli- 
cies that were in existence,then as well 
as on the quinquennial, if I follow 
your question. 

Q.—Those policyholders who were 
on the books of the company? A.— 
Yes. 

Q.—I am not distinguishing between 
classes at all now? A.—Put your 
question again. 

Q.—Will the whole of that $1,250,-. 
000 be divided amongst the old policy- 
holders who were on the books of the 
company prior to Ist January, 1900? 
A.—Yes. 

Q.—So that they may look for not 
only the profits that are to be earned, 
but they may look for the actual re- 
turns, not only the profits to be earned 
on that $1,250,000, but they may look 
to the actual] returns amongst them- 
selves, difference of proportions of 
course of that $1,250,000, the whole 
of itP A.—They will eventually get 
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the whole of it back when they become 
claims, and it will earn profits for 
them. : 

(.—Not one copper-of that will be 
used for the procurement of new busi- 
nessP A.—Set up as a liability it 
cannot be. 

Q.—And nothing of it will be used 
to be distributed amongst policyholders 
who come in after the first January, 
1900? #A.—That is correct. 

Q.—So that the old policyholders 
Wwiu get all that was taken from them 
to change the reserve from 4 to 3} per 
cent. plus the interest earned upon it? 
A.—Yes. 

Q.—That is your contentionP <A.— 
Yes. 

Q.—50 per cent. of the old policy- 
holders will get very little of that, it 
will go, to a fairly comparatively small 
class—I won’t say that, but to not 
the majority class? A.—No, but they 
will be getting in 1909 a considerable 
profit, they will be getting another one 
in 1915, and these tontine policies as 
they mature they will get their portion ~ 
of iat. 

Q.—But all of those policyholders 
whose claims fall in before 1909 will 
lose a substantial proportion of what 
they would otherwise have got un- 
doubtedly P A.—That always hap- 
pens where the company strengthens 
its reserves. 

Q.—That is soP A.—Yes. 

Q.—And those who remain will get 
more than they would have been en- 
titled to had it been distributedP A. 
—They would get a larger amount 
than if it had been distributed. 

Q.—Then the whole of that $1,250,- 
000 is to be returned to the old policy- 
holders unless the rate of interest falls 
below 4 per cent., what was the neces- 
sity of taking it away from them at 
allP A.—I would answer that ques- 
tion quite frankly; I think we ought 
to judge this transaction not in the 
light of the present day, but in the 
light of the situation as @xisted when 
the thing was done. If you go back 
to 1899 when these opinions were ob- 
tained, when the situation was all 
looked over, when the opinions of these 
financial men all over the country were 
obtained, when these addresses of Mr. 
Ramsay were delivered, everything 
pointed I think clearly to the wisdom 
of the change. It is true that the 
interest rate has taken a different 
turn upwards since then, and if that 
trend had been clearly foreseen I could 
not say just now what the action of 
the directors in 1899 would have been. 
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Q.—That is to say if they had been 
able to clearly look into the future 
and see that the rate of interest hav- 
ing dropped was likely to again ad- 
vance it might not have been necessary 
to do this in the way in which it was 
done? <A.—Quite so. We had as I 
said the opinion of Mr. Clouston, a 
most eminent man. Beginning away 
back in about 1876 and along there; 
the directors of the company obtained 
the opinion of eminent financiers, men 
who could sort of gauge the rate of 
interest for a series of years, and the 
prevailing opinion of all men compe- 
tent to judge at that time was that 
the rate of interest should be main- 
tained at 6 per cent. for a generation, 
but history falsified that. 

Q.—And history falsified the predic- 
tion of these eminent financiers whom 
you consulted in 1899? A.—No doubt 
of it. It is a temporary change but 
there is no doubt that the trend of 
interest generally will be downwards. 

Q.—I fancy that is somewhat a large 


question? A.—Yes, a very large 
question. 
Q.—And one upon which eminent fin- 


anciers differ? A.—They do. 
Q.—The rate of interest has been 

very, very variable for the last 150 

t “i years in England, has it not? 
— Yes. 


Q.—Have you followed it at all? A. 
—Yes, if you follow the trend of in- 
terest as represented in the experience 
of life insurance companies and take 
the curve you will find the curve is 
gradually downwards. 

Q.—But the rate of interest has 
been lower than it is now, it has been 
of course higher, it has fluctuated up 
and down? A.—Yes. 

Q.—And the English companies, 
during the last, I think Mr. Watt 
was good enough to give me a chart, 
even since 1888 the English compan- 
ies have been fairly on the upward 
grade as well as the Canadian, have 
not they, the last few years—the Eng- 
lish companies according to this chart 


in 1888 started between 4.1 and 4.2, . 


and with ups and downs end in 1902 
at 4.1? A.—Yes; you see there— 
mas went down and went up? 

—Yes. 

Q.—But taking that period of 14 
years the first year and the last year 
are practically the same rate of inter- 
est P A.—I would say the general 
trend has been downwards take it 
right through. It is true at one point 
it, is more and another point it is low. 
I think I ought to say in that connec- 
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tion since that time, since 1899 we 
have had the Spanish-American War, 
the South African War, the Japanese 
War, and the remarkable development 
of the Northwest territory. 

Q.—The lowest point that the Bri- 
tish table touched at any time was in 
1899? A.—That is true. 

Q.—And then it did not go as low 
as 3.9, it was between 3.9 and 4 per 
cent., that is the lowest point at which 
it was in the fourteen years? <A.— 
Apparently. 7 

Q.—The British Companies’ rate of 
interest in 1888 started at between 
4.1 and 4.2, it ended in 1904 at 4.1, 
and the lowest point which it touched 
during all that period was a fraction 
higher than the 3.9—that is right? 
A.—Yes. 

Q.—And the highest point that it 
touched during all that time was a 
fraction higher, not half way, a frac- 
tion higher than 4.8; perhaps we ought 
to say 4.42 A.—That would appear 
to be abnormal. 

Q.—We will say 4.3, would that be 
probably right? A.—That is what 
that chart shows.- I do not know 
what that is. 

Q:—That is the Economist Interest 
Chart, kindly lent me by Mr. Watt; 
that would show a very small fluc- 
tuation now in English rates of inter- 
est? A.—It is quite true in an old 
established country like England the 
fluctuation in rate of interest will be 
comparatively small as compared with 
a new company like Canada. 

Q.—All that time with the excep- 
tion of the years 1898 and 1899 the 
rate of interest was practically 4 or 
about 42 A.—There is a remarkable 
trend downwards from 1894 to 1899. _ 

Q.—It is above all the way until it 
gets to 1897, it is above 4.per cent? 
A.—Yes. 

Q.—Would not that imply that it 
was very unlikely that the rate of in- 
terest in England would be much, if 
at all, that is the rate of interest 
earned by Life insurance companies, 
much if at all below 4 per cent., the 
average rate? A.—For what period 
of time? ; 

Q.-—For any period of time, is there 
anything there practically to indicate 
within—I am not saying 100 years 
hence—but within the next ten or twen- 
ty years, is there anything there to 
indicate a much lower expected rate 
than 4 per cent? A.—I would not 
think there would be much to indi- 
cate that for the next ten years, for 
England, but in that connection I 
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would ask myself the question, Why 
do British Companies even in the face 
of that rate of interest value so low 
as 23} per cent? 

Q.—I quite understand they do have 
that rate; they may have their reasons 
for doing it, and you may be follow- 
ing those reasons hereP A.—The rea- 
sons are for the benefit of the policy- 
holders. Might I say again, I am 
not sure whether these represent the 
actual investments of British compan- 
ies in England, it may possibly have 
reference to their investments in Can- 
ada; they have been investing a large 
amount of money in Canada. 

Q.—You do not mean that this chart 
implies that it is only the funds of 
British Companies that are invested in 
Canada that earn this rate of inter- 
est? 

MR. WATT: That has been sug- 
gested, and we do not know quite 
clearly on what basis that is formed. 

MR. HELLMUTH: Q.—The chart 
shows it is average rates of interest 
earned by life insurance companies do- 
ing business in Canada, and then it 
gives the Canadian Companies, the 
American companies and the British 
companies; I assumed it meant earned 
on their entire investment funds, 
wherever they might be? A.—It is 
possible, but it is yot certain. 

Q.—I do not know whether I clearly 
understood your explanation of this 
tontine policy which was put in (Ex- 
hibit 210) it is number 26 in the forms. 
I am speaking now of the accumula- 
tion, that reads: ‘‘This policy is is- 
sued upon the company’s accumulative 
surplus system. If the assured be 
living and the policy be in force on the 
28th day of July, 1924, which is the 
end of the accumulative surplus per- 
iod of 20: years, the company will then 
apportion to this policy its share of 
the accumulative surplus. Prior to 
the above date no dividend shall be 
apportioned to this policy, but the as- 
sured or other person entitled shall 
upon that date have the option of one 
of the following settlements’’—is that 
a form of policy still issued? A.— 
Yes. 

Q.—Is it correct that until the 28th 
day of July, taking this specifie in- 
stance 1924, no dividend is appor- 
tioned to that policy? |§A.—Accord- 
ing to the terms of the contract the 
policyholder is not entitled to any 
specific declaration of dividends upon 
the policy ; 

Q.—It is true, you see the language 
seems to be very explicit, no dividend 
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shall be apportioned to the policy—is 
any dividend apportioned to that pol- 
icy as against the terms apparently of 
the contract—I do not say in reality; 
because I have only just read it there, 
will any dividend as a matter of fact, 
until in 1924 be apportioned to that 
specific policy? A.—The surplus is 
allocated to the respective classes of 
insurance in the respective years, and 
it is possible to find out the apportion- 
ment assigned to that policy; we would 
not treat that as an apportionment 
to the policy and give it to him, he 
has no claim upon it, just as on a quin- 
quennial policy he is not entitled to 
any dividend until the end of a quin- 
quennial period. 

Q.—What proportion have you of 
those accumulative surplus policies, 
what proportion of those have you to 
your general business? A.—A _ con- 
siderable amount. 

Q.—Would you say 30 or 40 per 
cent. of the whole business would be 
in that class? A.—I could not say 
off hand, but the recent business 1s 
largely of that class. 

Q.—When you say recent am I right 
in supposing you refer to business 
written since 1900? A.—Yes. 


Q.—You say that a considerable 
proportion would be, sometimes called 
tontine system? A.—Yes. 


Q.—That is practically a pure ton- 


tine? A.—No, we never issued a 
pure tontine. 

Q.—That is a semi-tontine? A.— 
Yes, deferred dividend. 

Q.—And a large proportion, you 


cannot say just what, is on that; 
can you show me where in your state- 
ment of 1905 the opportionment for 
the surplus appropriate to these de- 
ferred dividend policies is put? A. 
—A large portion of the surplus earn- 
ed by these policies has been placed 
directly to their credit under the 
head of Liabilities. 


Q.—Under which liability not un- 
der this? A.—Yes. 

Q.—Under the net re-assurance re- 
serve? A.—Yes. 


Q.—Then actually the amounts which 
go to make profits or surplus for the 
tontine policies is under net re-assur- 
ance reserve. A.—I donot think you 
quite understand me. In the strength- 
ening of these reserves a large amount 
of the surplus earned from time to 
time was put to their credit to bring 
the reserve up to the new standard 
and to that extent that surplus is 
valued as a liability. 
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Q.—But that was not anything that 
would give to that policy anything 
more than its face value, you only 
strengthened the reserve, "the policy 
up to its face value, not with any 
bonus addition? y Nil dep but when 
that tontine period matures that man 
is entitled and can get that. 

Q.—It would be correct tu say that 
part of the anticipated value that is 
to be earned by a tontine or semi- 
tontine policy was taken and put. 
under the head of Net re-assurance 
reserve ? A.—Part of the surplus 
earned by these tontine policies is 
carried into that. 

Q.—So that part of surplus of the 
tontine policies went under that head- 
ing? AY es: 

Q.—Otherwise there was really in 
this statement no provision for the 
surplus or profits of those tontine 
policies? A.—Only on the unassign- 
ed surplus at the end. 

Q.—That is to say, the only column 
out of which they could get what pro- 
fits had not been set apart for them 
under re-assurance would be_ the 
$393,403.28 net surplus over all lia- 
bilities? A.—I would not even assent 
to that; that requires explanation. 
too, because we keep our tontine poli- 
cies separate, and there is positive 
surplus and a negative surplus; these 
older policies have really a large sur- 
plus to their credit. 

Q.—I do ‘not know that we will 
trouble so much about negative sur- 
plus, if you will let us have the posi- 
tive surplus; where is the positive 
surplus outside of the $393,000 beyond 
what you have put under the heading 
of Net re-assurance reserve? A.— 
Tt would be the balance of the two 
deposited in the negative; if you do 
a large new business you are neces- 
sarily creating a liability. 

Q.—But there was no source out of 
which if you had stopped business that 
day, the 3lst December, if you had 
stopped business and had apportion- 
ed then amongst the survivors the pro- 
fits earned on these semi-tontine poli- 
cies, would they have had to go to 
one of the two sources to pay them, 
the 28 millions of net re-assurance 


reserve and the $393,000 odd dollars” 


of surplus? A.—We could not divide 
that surplus amongst them by the 
terms of the policy. 

Q.—I understand, because they had 
not lived out their period? A.—Yes. 

Q.—But if you had wanted, you 
had something earned upon_ those 
policies undoubtedly of surplus? A. 
The older ones had large surpluses 
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earned upon them, the recent policies 
had not. 

Q.—Had little or nothing? A,— 
Yes, and it was only justice that it 
should be put to the credit of those 
who had earned it, and unjust to 
put it to the credit ‘of those who had 
not earned it. 


Q.—But the only source from which 
that could have been taken was either 
the net re-assurance reserve or the 
$393,000 surplus, there was no other 
item out of which you could have 
taken itP A.—No, that is quite true. 


Q.—To what extent do you think 


‘that $393,000 might be fairly charged 


in order to make good the surplus 
standing to the credit of the older, 
that is those that had really earned 
surplus? A.—I could not answer that 
off-hand. 

Q.—Would it be the whole $393,- 
000 and more? A.—I would think 


sit would take more than that. 


Q.—With what the semi-tontine or 
accumulative, whatever you like to call 
that class, with what they were en- 
titled to by way of surplus the whole 
of the $393,000 was gone, and there 
was practically no surplus whatever 
for the other policyholders in the com- 
pany, that must be soP A.—If that 
whole amount had been set over to the 
credit of the tontine. 


Q.—Why did you not put an amount 
in the statement of assets and liabili- 
ties, why did you not show in that 
statement the amount that would be 
necessary to make up that surplus 
for that class of deferred dividend) 
policies? A.—It has never been re- 
quired. 

Q.—Because you were going to earn 
it in future years as it came down? 
A.—It has never been called for by 
any department. 

Q.—But it was in reality a liability 
growing with each succeeding year? 
A.—Not a legal liability, a sort of 
contingent liability. 

Q.—A potential liability which you 
eventually would have to meet? A. 
— Yes: 

Q.—That if you did not provide for 
it in those statements you would be 
obliged to take the profits earned in 
future years to make good the sur- 
plus that had previously been earned 
by these semi-tontine policies? A.— 
The capital stock would stand behind 
any deficit— 

Q.—So that practically you had to 
fall back on your capital stock to 
provide for the liability of the semi- 
tontine policy? A.—That is what 
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every company does, which transacts 


large new business. 

Q.—The Canada Life is not in that 
respect in any different position? A. 
—No. It is a case where capital 
stock comes in handy. 

Q.—Would it be possible for you to 
give a statement approximately of the 
amount of business on that accumula- 
tive surplus or deferred dividend plan, 
the relation it bears in quantity to 
the other class of business? A.—I 
could not give it accurately. 


Q.—Could you make out that with- 
out much trouble, would it be possible 
to do it? A.—I presume it might be 
possible. 

Q.—I would like to have an idea of 
what proportion that bears so as to 
gauge how far that might entrench 
upon the surplus. During the course 
of your examination by Mr. Shepley 
_ my recollection is you stated that so 
far as the non-participating policies 
are concerned 15 per cent. would be a 
proper loading? A.—15 per cent. was 
the loading on the net premium basis 
used. 

Q.—For the non-participating pol- 
icyholder? A.—Yes. 

Q.—And the loading for the partici- 
pating policyholder according to the 
different class of insurance, is not that 
right, I mean it is not constant for 
all participating? A.—No. 

Q.—And perhaps you will take the 
same position that some other actuar- 
ies have taken, although I do not at 
all desire that you should follow them 
if you will not, that they cannot dis- 
tinguish between what proportion of 
the loading on a participating policy 
is for expenses and what part is for 
profits—they said they could not do 
that? A.—TI think that would be the 
answer made by actuaries generally in 
Canada, and I would make the same 
answer 


Q.—So that what we might say is 
this, that on the participating poli- 
cies the whole of the load is for both 
expenses and profitsP A.—I would 
not object to that way of putting it. 

Q.—Would it be fair to say this, 
that you would feel perfectly justi- 
fied—of course you have done a little 
more—but you would feel perfectly 
justified in using it for expenses, the 
whole of the load, although it is part- 
ly for profits and partly for expenses, 
because you would say to the partici- 
pating policyholder, When you pay us 
that increased premium you will be- 
come a sharer in all the profits that 
will be earned by the company from 
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its various sources in contradistinction 
to the non-participating policyholder 
who won’t get a cent of those profits? 
A.—I would say that if a company 
were doing a very small business or 
no new business that it should keep 
well within the loading, but if it- is 
doing a considerable large volume of 
new business it will be very difficult 
or impossible to do that, it is invest- 
ing so to speak part of the new money 
in this new business. 


Q.—And I understand, I want to 
put it as I get the understanding from 
others, that it is not looked upon as 
really ‘bad insurance practice to use 
up all thé loading so long as the pro- 
fits are for division among the partici- 
pating policyholders—I am not taking 
up the vexed question of going over 
it, but using it up to the extent of 
the loading? A.—Conditions in Can- 
ada and the United States have ap- 
parently made that necessary. 

Q.—I notice in the Minnesota re- 
port for 1905 that the loading is get- 
ting nearer the amount required for 
expenses than it was in the preceding 
year, and so on year by year, that 
the amount provided for loading comes 
more nearly to meet or overlap the ac- 
tual expenses than it did—have you 
noticed that? A.—I do not think I 
have. 

Q.—In taking all these companies. 
and there are a great number here in 
Minnesota, apparently in taking all 
these companies the actual percentage 
of expenses to the loading was in 1905 
for all these companies only 96, they 
did not use up their loading? <A.— 
Yes, but in that connection it is only 
fair to the Canada Life and to the 
Travellers’ Life to make the explana- 
tion. The Travellers’ Life, a very 
excellently managed company, man- 
aged entirely in the interest of stock- 
holders— 

Q.—You mean policyholders? A. 
—No, stockholders, practically a pure- 
ly stock company; their ratio of ex- 
pense to loading is 169 per cent., which 
is higher than ours, and that is due 
to the loss from loading brought about 
by the fact that they changed their 
valuation basis on all their old busi- 
ness on 38} per cent; the loading has 
largely gone in the valuation, but it 
re-appears in the interest factor, and 
as time goes on it will still further re- 
appear, so that this table is unfair to 
the Canada Life and the Travellers’. 
On our old policies the loading is ex- 
ceedingly small, in some cases almost 
none. Some of these old life ten pay- 
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ment policies it is not equal to the net 
premium; they are paid up now, most 
of them. 

Q.—We have got away a little, but 
I would like to follow that up; you 
are speaking of course of premiums 
over which you have no control, that 
is to say you made your contract some 
time ago and you cannot raise your 
premiums? <A.—Yes, 

Q.—That is the class you are speak- 
MMoOrr.. iA.—-Y es. 

Q.—But of course you would not 
deliberately now allow a policy to be 
issued with a premium that would not 
be adequate to provide for expense? 
A.—Not if I could help it. 

Q.—I want to show you how the ten- 
dency has been downwards; leave out 
the Canada Life altogether, I was not 
using this to make an unfair compari- 
son now between the Canada Life but 
the percentage has fallen? A.—You 
are speaking of all the companies, or 
one particular company? 

Q.—No, I am taking the whole of 
the companies that are set out here, 
40 or 50 companies I should think, and 


the average percentage in 1901 was ~ 


97, and then they went up in 1902 
to 99, and in 1903 it was 99, still under 
the actual, and 1904 it was 98, and in 
1905 it had gone down to 96, a down- 
ward tendency? A.—Of course it is 
again only fair to say that in the mak- 
ing up of this exhibit companies will 
treat their expenses somewhat differ- 
ently; some will shunt a considerable 
volume of expenditure over into the 
investment side, so that it would not 
always be made up in the same way by 
different companies. 


Q.—But you have put over into the 
investment side the expenses of your 
investment in this? A.—Yes. 

Q.—You have no reason to complain 
of the accuracy of this report in re- 
gard to loading apart from what you 
have told me about it being unfair 
by the change of rates, but they have 
taken your own figures? A.—Yes, dif- 
ferent people making it up as regards 
expense would make it different. 

Q.—Assuming the companies who 
made their returns made them as fairly 
as the Canada Life has made them, it 
would be a sign that the ratio has 


fallen? A.—The rate is pretty even. 


Q.—It has gone down from 99 to 96? 
A.—Yes. 

Q.—All these companies combined 
have 4 per cent. of their profits? A. 
—The large companies have had ex- 
cessively higher premiums than they 
ought to have. 


(Canada Life, F. Sanderson, Ex’d.) 


Q.—It is no doubt the other com- 
panies may have had excessively high 
premiums; your policy that you gave 
an illustration of at’ age 35, on a 3 
per cent. reserve basis, has a premium 
of $28.10? A.—Yes, I think that is 
right. 


Q.—I think that is the new book? 
A.—yYes, and that is an older man- 
ual, that was in 1901. That manual is 
practically withdrawn. This other is 
the present rate. 

Q.—Would you tell me what the 
prenfium was upon that policy before 
vou adopted the 3 per cent. reserve, 
how much has the premiums been in- 
creased for the 3 per cent. reserve— 
I suppose you had a similar policy 
before you had a 8 per cent. basis, 
before 1901? A.—It would be the 
old low premium. 

Q.—Could you tell me what it was? 
A.—$25.70. 

Q.—You have raised it quite a bit? 
A.—Considerably. 

Q.—I should imagine that would be 
so, in order to have practically the 
same amount free that you have ap- 
propriated the net premium for the 
reserve? A.—yYes, and looking fori 
ward to a 8 per cent. rate of interest 
in the future that is necessary. 

Q.—I understand from the tables I 
have here that the net premium on 
that policy would be $21.93? A.— 
Which policy? 

Q.—On that age 35 policy, with a 
premium of $28.10, the net premium 
at 8 per cent.— A.—I take it for 
granted that is correct. ¢ 

Q.—I looked it up myself; the net 
premium is $21.93, leaving $6.17 for 
loading? A.—On which policy? 

Q.—The new policy, last policy, age 
35, life, participating, $28.10 gross 
premium? A.—Yes. 


Q.—Net premium $21.93, loading 
$6.17? A.—$6.17 on the new prem- 
ium over the 3 per cent. net premium. 

Q.—And that means you would have 
to put away year by year of that 
premium $21.93 into your reserve? 
A.—You are teaching me a lesson. 

Q.—Does not that go to the insur- 
ance reserve and paying mortality? 
A.—And paying mortality . 

Q.—I mean you have to keep it, 
you cannot use it, can you? ~A.— 
Only in so far as there is profit from” 
interest and profit from mortality. 

Q.—You get interest on all your 
reserve? A.—By that I mean interest 
over the above rate assumed. 

Q.—Of course that is part of your 
profits, you only calculate that at 3 
per cent.? A.—Yes.. 
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Q.—You get interest at 44, you have 
14 per cent. on that? A.—Yes. 

Q.—But that amount is required to 
meet the mortality claims—I am not 
allowing for gains of mortality—and 
to meet the reserve? A.—On the 
assumption of that net premium being 
a true net premium. 

Q.—So that to a certain extent is 
segregated, that $21.93? A.—yYes, it 
depends what net premium you took. 

Q.—I took it at the Hm. 3 per 
cent.P A.—The New Experience 
table would bring out a lower net 
premium, very considerably. 

Q.—I took it on the same as your 
blue book shows you valued, the blue 
book shows your valuation was made 
on the Hm. Institute of Actuaries, 
table at 3 per cent.P A.—Yes. 

Q.—That is the table I used; and 
the net premium is as I have given it 
to you, about $21.93, so that it leaves 
as I said $6.17 for the loading for ex- 
penses and profits? A.—I would say 
there, there is really more loading 
than would appear therefore the reason 
that the true net premium as shown 
by the most recent experience would 
show a somewhat larger margin of 
loading. 

Q.—You have made all your cal- 
culations and gains on mortality on 
the Hm. 3 per cent.? A.—We value 
upon it. 

Q.—I am making allowances for 
what you gain in mortality, you can- 
not get it both ways; if you take the 
other table your gain in mortality 
will be much lessP A.—It is a ques- 
tion. 

Q.—If you value upon a table with 
another death rate that is more severe 
than the Hm. table, you won’t have 
the same result as if you take the 
Hm. table when it comes to gains 
or losses on mortality? A.—You can- 
not tell off hand what reserve would 
be required by different tables of mor- 
tality without actual’ investigation. 

Q.—Assume $6.17 is the loading, ex- 
pense and profits, it is not at all 
events either for reserve or mortality 
that amount? A.—No. 

Q.—Then when you come to the non- 
participating policyholder at the same 
age 35, the premium is $22.90? A.— 
Yes. 

Q.—As against $28.10, that only 
leaves you 97 cents for loading for 
expenses—of course he has got no 
profits, that is all there is left? A. 
—On that basis of premium, but I 
‘ eome back again to the very same 
point, that there is really more load- 
ing than would appear there on the 
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true net premium basis. That would 
be a loading, as you say, on the Hm. 

Q.—So that on the Hm. there is 97 
cents.,and that would only mean 4% 
per cent. loading on the net premium, 
a little less than 43 per cent.; you 
spoke as 15 as the proper loading for 
non-participating policyholders; where 
do you get the other 104 per cent.? 
A.—Of course these non-participating 
premiums were really based on a 8 
per cent, rate of interest. 

Q.—Then if it is based on 3% per 
cent. rate and you are reserving on 3, 
are you quite fair to do that, don’t 
you imply when you put your reserve 
on 8 that you make the man pay a 
premium that will keep up three? 
A.—I would say, to come back again 
to the Eritish companies, they will 
value on 2% per cent. basis with a 
premium possibly based on a 83 per 
cent. rate of interest. 

Q.—They are only doing that for the 
purpose of competition? A.—No, 
they are doing that for the purpose 
of benefiting their policyholders gen- 
erally. 

Q.—There cannot be much profit to 
a policyholder if you value at 3 and 
put his premium say at 4? A.—There 
will be substantial profit from the 
interest factor. 

Q.—What is the object at all of 
putting down, if you can carry him 
in that way, if you can carry him on 
a 3} per cent. premium, why cannot 
you carry at 3} per cent. reserve? A. 
—So we could. 

Q.—You could carry all these people 
on a 3} per cent.P A.—But if the 
rate of interest may in future years to 
come fall down to 33 or 3 is it not the 
part of wisdom now to gradual] 
build up this reserve and forestall do- 
ing the very thing we had to do in 
1889? — 

Q.—But you tell the public you have 
put your company upon a 38 per cent. 
basis from the first January, 1900, 
and you do not take from them 3 per 
cent. premiums? A.—I think a true 
select net premium based on the re- 
cent experience wil] bring it about the 
same premium as the Hm. net 33 per 
cent. 

Q.—But you do-not value anything 
you have got on the select, you value 
all your business upon the 34 in the 
blue book, you do not take that table 
A.—The old business is valued on 3}. 

Q.—And you value all the new busi- 
ness upon the Hm. 3? <A.—There is 
very good reason for that. 
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Q.—Then you take credit for any- 
thing you gain over and above that 
by way of mortality in your gain col- 
umn? A.—Yes, and all the gain which 
arises from the non-participating poli- 
cies goes to the with-profit policyhold- 
ers. 

Q.—I want to get from you how can 
there possibly be any profit whatever 
from the non-participating policyhold- 
er when his premium is only loaded 
to 44 per cent., how can there be any 
profit—you say it takes 15 to carry 
you, how could there be a profit on 
44? A.—If you get a true net prem- 
ium based on the best experience there 
will be about 15 per cent. loading on 
the net 3 per cent. basis. 


Q.—You say it takes all of 15, you 
told Mr. Shepley the other day to 
carry the non-participating ? A.— 
There will be gains from the mortality 
and interest factors of those policies. 


Q.—I thought you had taken the 
mortality gains into your table now? 
A.—Our own experience is better than 
even the new select O.M. experience. 

Q.—I am told, I do not know at 
all whether the authority is any good, 
I am told that all these non-participat- 
ing policyholders have the softest sort 
of thing at the expense of the parti- 
cipating policyholders, that they had 
to carry them, would you say there is 
no portion in the Canada Life in the 
past years of the profits made out of 
participating policyholders and no part 
of the loading on participating policy 
premiums gone to support the non-par- 
ticipating policyholders? A.—I would 
say this from my observation of claims 
as they have come before our Execu- 
tive Board, it has been manifest that 
it was best for the policyholders to 
have taken that policy. 


Q.—I did not ask that; that is not 
answering my question; I will tell you 
this; I have asked in my own exper- 
ience three personal friends in insur- 
ance companies what was the best 
policy to take out—I did not ask them 
as agents—and every one gave me the 
same answer, take a non-participating 
' without-profit policy, because you will 
be carried by the participating policy- 
holders—what do you say to that? 
A.—We will have to send one of the 
representatives of the Canada Life. 


Q.—I did ask a representative of © 


the Canada Life, he is not with them 
now, and he told me exactly the same 
thing, and tried to dissuade me from 
taking a participating policy in the 
Canada Life—I am asking you now 
will you say that no portion of the pro- 
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fits earned from moneys of the com- 
pany, and no portion of the loading 
from the participating policyholders’ 
premiums has gone to carry the non- 
participating policyholders? A.—I 
could not possibly say one way or the 
other. I think I could get an ex- 
hibit to prove the contrary. 

Q.—I quite understand you can 
bring me a policy with-profits that has 
done perhaps much better than another 
policy without profits, but I am ask- 
ing as a class whether the non-partici- 
pating policyholder does not get assis- 
tance from his participating brother or 
from the profits of the company, rather 
than the other wayP A.—I would 
think not, not in our company. 

Q.—As a matter of fact your com- 
pany do not advocate, notwithstand- 
ing your President’s views in that re- 
spect differing from you, you do not 
advocate the non-participating policy? 
A.—We offer to anybody who wants it. 

Q.—You rather discourage it, don’t 
you—I would rather show you what 
your literature says; paragraph 163 of 
your instructions to agents there is 
this language: ‘‘Under the non-parti- 
cipating system in consideration of re- 
ceiving no share in the division of sur- 
plus policies are issued at lower prem- 
ium rates than under either of the sur- 
plus systems, but while this means less 
in cost for a few years, the experience 
of policyholders has shown that par- 
ticipating policies are the more profit- 
able for the assured eventually. Agents 
will do well therefore to submit non- 
participating propositions only when 
forced by circumstances to do so?” A. 
—That is in the interest of the policy- 
holder. 


Q.—Hear me, you did not suppose 
I would suggest anything else; but 
that is a fact, that it is part of the 
policy of the Canada Life in its in- 
structions to agents not to advocate 
or submit the propositions of non-par- 
ticipating policies unless forced by cir- 
cumstances to do so; would that be the 
policy to-day? A.—If you read. the 
whole paragraph together. 

Q.—Would that be the policy to- 
day? A.—I would say that the pol- 
icy would be to give the assured the 
kind of policy he wants. 

Q.—Not to keep away from him the 
non-participating? A.—No. 

MR. KENT: I would like to know 
if it is not the fact that nine out of 
every ten people who are going to be 
insured: have no idea what sort of pol- 
icy it is; I would like to see the reply 
made fairly. When I was insured 
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I had not the slightest idea what was 
the difference between half a dozen 
sorts of policies, and I am not much 
further advanced to-dayP A.—lIn re- 
ply to that I would say people who 
are insuring now are getting pretty 
well educated, and they are commenc- 
ing to inquire pretty closely what 
kind of policy they are getting, espec- 
ially as to the question of rebates. 

MR. HELLMUTH: During your 
evidence yesterday, you made it, I 
think, abundantly clear that no mat- 
ter what the legislation or lack of leg- 
islation had been your company would 
have taken the course it did in regard 
to reserves independently? A.—Yes, 
just as in Great Britain where there 
is no special legislation they do it. 
IT would say that. 

Q.—Can you give me any explana- 
tion or reason why your company were 
such strenuous advocates of that legis- 
lation—you yourselves had decided to 
adopt a lower standard why the neces- 
sity of being very strong advocates as 
we understand you were, of the legis- 
lation of 1899? A.—I do not know 
that we were specially strong advo- 
cates, I know Mr. Ramsay when the 
question was put before him by Mr. 
Fitzgerald wrote two letters both ad- 
vocating this very thing. 

Q.—That is what I say; you did ad- 
vocate this legislation? | A.—The ad- 
vocacy came through these official let- 
ters of Mr. Ramsay. 


Q.—And you were rather, unless 
your literature belies the company, 
you were rather sorry that the legisla- 
tion was not more drastic, that is 
that it did not require the change 
more rapidly, is not that soP A.— 
No, I think you will find on exhibit 
from the Insurance Department a do- 
cument in which our company signed 
a request for some reasonable exten- 
sion of time so that all companies 
could easily come within the period al- 
lowed. 


Q.—Did you not say something about 
this extension being granted for the 
sake of the weaker companies? A.— 
I think so. 

Q.—Who could not get into the posi- 
tion the Canada Life had already at- 
tained to? §A.—Possibly. 


Q.—And you thought and expressed 
yourselves, unless we are altogether 
mis-informed, and my recollection of 
the material in the Department war- 
rants me, rather adhering to my view, 
you expressed yourselves as thinking 
that the time given was too long for 
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the change P A.—I know of no ex- 
pression of opinon in that direction. 

Q.—Were not you in the employ of 
the company at that time? A.—Yes. 


Q.—Did you not hear the discussion 
about the matter at that time, Mr. 
Sanderson? A.—Mr. Ramsay and I 
discussed it. 


.Q—Did you not know that the advo- 
cacy was to have that legislation put 
through without giving, so far as your 
view was. concerned, and some other 
Toronto companies too, without ex- 
tending the time in the way it was, 
that the strong push for the extension 
of time came from the Montreal com- 
panies, from the Sun Life? A.—It 
is quite true— 

Q.—Were not you aware-—-? A.—I 
am aware the Sun Life opposed the 
whole thing. 

Q.—And when they could not get 
the whole loaf took the half in order 
to have ‘the time extended within 
which to make the change, and that 
that was opposed by the Toronto dele- 
gation, or some of them: were not you 
aware of those facts? A.—I am pret- 
ty well aware of the facts, I do not 
know they are just as you set them 
out. 

Q.—Please correct me, I do not want 
to state anything that is not accurate? 
A.—I will read what Mr. Ramsay says. 


Q.—I want your recollections? A. 
—This will be the best evidence of my 
recollection. 


Q.—Have you any independent of 
that, a matter of that importance, the 
changing of reserves, have you not 
independently of that a good recollec- 
tion of the attitude that the Canada 


‘Life took in regard to that momentons 


question? A.—Yes, perhaps a better 
recollection than some who are assert- 
ing statements to the contrary. 

Q.—Is your recollection that the 
Canada Life did with other companies 
urge that the change should be made 
at shorter dates and did the bill so 
provide that the change should be 
made at shorter dates than it actually 
was carried through eventually? A. 
—The bill as originally introduced al- 
lowed a period of 7 years, and we 
signed a request for an extension of 
the time. 


Q.—To when? A.—I could not say 
off hand the exact time, but Mr. Ram- 
say signed a request for the extension 
of the time, and while we felt satified 
we could come within the time our- 
selves, in a reasonable time, we were 
anxious that all companies should have 


an 
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a reasonable time within which to 
make the change. 

Q.—-You were advocates of the bill 
in the first place? A.—Mr. Ramsay 
unquestionably advocated in his of- 
ficial letters. 


Q.—It was not for the purpose of 
bringing any legal pressure to bear 
upon your company, you advocated 
it because you were at perfect liberty 
to make the change before hand? A.— 
Jt was in the interests of the business 
generally. 

Q.—Not in the interests of the Can- 
ada Life, because it could make the 
change? A.—In the interest of sound 
life insurance in Canada, 

Q.—Life insurance in England is on 
a fairly sound basis? A.—Very 
sound. 

Q.—And none of the companies there 
have thought the Imperial Parliament 
should pass legislation compelling re- 
serves on any basis? A.—We are 
under a different system altogether 
here in Canada; the legal reservé sys- 
tem is established in Canada by sta- 
tute, and as soon as the Government 
establishes that system it takes the re- 
sponsibility to keep up a proper stan- 
dard. The people lean back upon 
the Government when it does that, and 
the responsibility is upon the Govern- 
ment to keep that standard right. If 
there was no standard set up by the 
law then the onus is on the companies, 
as it is in England. 

Q.—The Government had put the 
standard of 43 per cent? A.—Yes, 
inl ST Fe 

Q.—No company was in any way 
bankrupt in any shape or form that 
had a 41 per cent. reserve in 1899, 


there was no bankrupt company that’ 


had its 44 per cent. reserves, perfectly 
capable of meeting all claimsP A.— 
Jt depends on what you call a bank- 
rupt company. 

Q.—It was sound? A.—Then that 
comes back again to what is solvency 
in life insurance. 

Q.—They were earning enough mon- 
ey to pay all their claims with the 
rate of interest? A.—At that time; 
we were as a matter of fact earning 
in 1899 4.24 per cent., considerably 
less than the official rate of interest, 
and our company was investing money 
in securities at 34, and a less rate of 
interest, and people were asking for 
money on mortgages at 4 per cent. 

Q.—At that time the companies were 
all earning enough money to _ keep 
themselves safe on the 44 per cent. 
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basis, even if they were not able to 
pay profitsr A.—If the rate of in- 
terest continued. 


Q.—But the rate of interest went © 
up? A.—In dealing with life insur- 
ance you cannot deal with the rate of 
interest as it appears next day or next 
‘year or the next five years from now, 
you must take a prospective over a 
period of years. 


Q.—The Canada Life will be per- 
fectly sound to-day if it was on a 44 
per cent. basis? A.—It would be ac- 
tuarially solvent, yes. 


Q.—Why could not you let the other 
companies each judge for itself what 
it wanted? A.—I do not know that 
we hindered them. 


Q.—Would not the result be that if 
companies had continued on_a 44 per 
cent. basis, and you had gone down to 
34 and 3, they could have driven you 
out of the market with their lower 
premiums, would not that have been 
the possibility, was it not necessary for 
you to make the other companies come 
down or else they would have been 
able to undersell you in the market? 


A.—I don’t think so. 


Q.—Surely you can have a much 
lower premium if you take it at 4} . 
than if you take it at 34? A.—We 
are selling to-day insurance with a 
premium on 3 per cent. basis; there 
are companies in Canada selling prem- 
iums much lower than that; we have 
a first-class company with good goods, 
and we can sel] them, no matter what 
the premiums are. 


Q.—You differ from your President, 
because he does not think a good com- 
pany is any use at all for the gather- 
ing of business, it is all the push of 
the man who goes forward; he was 
asked by Mr. Langmuir whether he did 
not think the Canada Life with its 
millions ought to be in a position to 
write business as against a much infer- 
ior company without push, and he said 
no, it was the push that got the busi- 
ness? A.—The President is respon- 
sible to himself. 

Q.-—You do not agree with him, and 
that the man in the street who buys 
insurance practically never looks into 
the standing of a company until he 
gets in—I admit after he gets in he 
begins to look after it, but until he 
gets in he does not care a rap whether 
you have a million dollar capital or a 
dollar—is it not the agent who pulls 
the insurance? A.—Very largely; 
the reputation and high-standing of 
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the company will naturally drift the 
business towards the best company. 

Q.—You do not think the desire to 
have the premium throughout more or 
less on a level has anything to do with 
the Canada Life’s position in regard to 
the change, or legislative change in 
the reserves? A.—That is news to 
me. 

Q.—You do not think it had? A. 
—No. 

Q.—I ask you if you think there was 
any desire to have that change brought 
about so that all the companies would 
have to have their premiums much 
on the same basis? A.—No. I think 
Mr. Ramsay when he recommended 
that Government basis did so solely, 
as I know he would, only from sound 
life insurance principle, so that Can- 
ada might come up to the higher stan- 
dard of life insurance. 


Q.—Can you tell me at all how the 
mortality in Great Britain compares 
with the mortality in CanadaP A.— 
Do you mean the mortality of life in- 
surance company or the mortality of 
the country generally? 


Q.—I mean the mortality of life 
insurance companies? A.—There have 
not been many individual mortality ex- 
periences published by British compan- 
ies, and it is not easy to answer that 
question definitely ; so far as the stan- 
dard table goes it would go to show 
that the mortality in Canada is better 
than the standard considerably, but if 
you take— 

Q.—That is the popular impression? 
A.—Yes, but if you take the high class 
companies in Great Britain which have 
selected their business with great care, 
which the Canada Life has done, you 
will find the mortality experience of 
those companies is very favorable. 

Q.—Assume the same care is exer- 
cised by a company both in England 
and in Canada, is not the Canadian 
mortality more favorable? A.—That 
is the general impression, but I do not 
think that English actuaries would as- 
sent to that proposition. 

Q.—Do you assert that? A.—Our 
own experience seems to trend in that 
direction. 

Q.—What little you have done—I 
will not say that, I will say what 
great you have done in England of 
insurance— A.—We have no exper- 
ience' there to form any conclusion 
from, you cannot form a conclusion 
from two or three or four or five years. 

Q.—Is it from your general exper- 
ienceP A.—Yes. 
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Q.—Is it not a fact that in the Uni- » 


ted States the mortality ‘is greater 
than it is in Canada? Ai——In the 
Southern States. 

Q.—No, in the northern States, is 
it not a fact that one of the companies 
in the States only insure in the north- 
ern States—don’t do business at all in 
the southern States? A.—Some of 
them do not do business in the south. 


Q.—Have not some of those northern 
States’ insurance companies invaded 
Canada? A.—Yes, to our misfor- 
tune. 

Q.—Have they not published to their 
policyholders at home that one of the 
reasons for the invasion of Canada is 
that there is a better and more favor- 
able mortality in Canada than in any 
country in the world, have you not 
ever seen any literature of that sort, 
not for Canadian eyes, but for Ameri- 
can eyes? A.—I do not know that I 
have. 

Q.—Is it not a fact that probably 
the mortality in Canada is more fav- 
orable than— A.—The mortality in 
Canada would be better than the Uni- 
ted States as a whole, but whether the 
mortality in Canada is better than 
the mortality of the United States I 
would not venture to say. 

Q.—I think the mortality in what is 
called British North America is more 
favorable mortality than any single 
State in the Union? A.—You do not 
go by the States, you might get that 
impression from reading mortality sta- 
tistics as published by census officers 
and so on, but that is not a very re- 
liable source to be guided from. 


Q.—Whatever advantage there is I 
suppose is to Canada in that respect? 
A.—I do not think Canada would com- 
pare unfavorably. 

Q.—Do you think that the Canadian 
policyholder is a gainer by your go- 
ing into Great Britain and the United 
States where the mortality may be 
greater P A.—I have not said of 
course it is greater. 


Q.—But if it be greater would not he 
be associated with those who would be 
a drag upon him rather than a help? 
A.—Tf that were true it would follow 
also that the Canadian policyholder go- 
ing into a British company doing busi- 
ness in Canada would be at a disad- 
vantage. 

Q. = Why. so, I do not say he is not; 
that is very ood material for the Can- 
adian agent to point out? A.—I 
should think the same argument would 
apply in this way, you might say a 
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company should not go into the Pro- 
vince of Quebec, because the mortality 
in Ontario is better than Quebec? 


Q.—It might be if they could get 
enough business in Ontario, it is quite 
likely if that were so— A.—I think 
the mortality in the northern States 
will be as good or better than the mor- 
tality in Quebec. 

Q.—But assume that to be so, it 
would be undoubtedly no advantage 
to the Canadian policyholder to have 
British or American confreres? A.— 
Unless there were some other com- 
pensatory advantages. 

Q.—I notice in this interesting 
work, instructions to agents at para- 
graph 153, after speaking of the re- 
serves, you say: ‘‘It is obvious from 
the foregoing statement that a com- 
pany assuming a low rate of interest 
and consequently holding strong re- 
serves has a decided advantage as to 
earning power over one on _ a less 
severe basis. It will be readily seen 
therefore that the Canada Life pol- 
icyholder is in a very much more 
favorable position to receive good divi- 
dends than he would be were the com- 
pany holding only the reserves con- 
sidered sufficient by most companies. 
It is the difference between pretty 
good and the very best.’’ Do you 
mean that to leave out any considera- 
tion in regard, to premiums, are you 
dealing with an insurer there who 
pays the same premium? A.—Deal- 
ing with an insurer who has insured 
in the Canada Life as against an in- 
surer in another company that has 
yet to pay the debt to make up its 
reserves. 

Q.—Are you assuming you will have 
to pay the same premium for his 
insurance, is it any difference in 
premium?  A.—No, it is the prin- 
ciple of high reserves, 

Q.—Only the principle of higher 
reserves? A.—Yes. 

Q.—I want to see how it is possible, 
assuming a low rate of interest, can 
give a decided advantage to earning 
power; it has nothing to do that the 
expenses will be less? A.—No. 

Q.—Nothing to do that the mortal- 
ity will be less? A.—It will be from 
the interest factor. 

Q.—Simply assuming the low rate 
of interest? A.—Yes. 

Q.—If that is so do you really agree 
with that, if it is only assuming the 
low rate of interest, that that is 
true, is it any advantage, because I 
think I can show it could not be pos- 
sibly any advantage, if you leave out 
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possible mortality, leave out any 
change in expenses, there could not 
be any advantage—I just ask you do 
you agree with it, if you do not agree 
with it I will not bother going through 
with it, but it struck me it was a 
little bit of special pleading when 
you came to take the figures and work 
them out? A.—We have changed the 
reserve basis, the debt is paid, those 
policies paying the same rate of 
premium in different companies; in 
the Canada Life, with the debt paid 
he will come out better than in the 
Company which has yet to pay the 
debt. 

Q.—You do not mean then at all 
that he will be any better off if the 
Canada Life had remained at 4 than 


‘if it had gone to 33? A.—yYes, I do, 


I think in the long run— 


Q.—I am speaking of a man who 
takes out a policy in your company, 
pays the same premium and has the 
same expense rate and the same mor- 
tality gains, it does not make a rap 
of difference to him whether you put 
your reserves on a 3 per cent. or 4 
per cent. basis, does it? A.—It cer- 
tainly does for the past, that is for 
the old policies. 

Q.—I am asking of a man who 
comes in now, how can it make any 
difference if I come to you to-morrow 
and pay the same premium whether 
you are on a three per cent. or a 
four per cent. or a two per cent. 
basis? A.—That man certainly would 
not have to run the risk of paying 
up the debt in any other company, 
paying up the debt on other policies. 

Q.—You speak as though there were 
some virtue, some extra earning 
power, because you have gone and 
put your company upon a 3 per cent. 
basis? A.—I think involved in that 
is the thought that we have set aside 
a sum of money against another com- 
pany which has not. 

Q.—You apply to a new policy- 
holder, a man intending to insure in 
the Canada Life and you say to him 
in fact, if not in so many words, 
“You will do better with us now be- 
cause we have got on a 38 per cent. 
basis, your money will earn’ more 
than if we were on a four,’’ that is 
not soP A.—I would say the state- 
ment in the book had reference to 
what I just referred. I did not write 
the sentence. 

Q.—If it does mean that he is any 
better off by reason of the change 
coming in to-day than he would be 
if you had remained at 4 it would not 
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be true—if you have more of reserve 
to earn interest on out of the prem- 
ium you have less of surplus to earn 
interest on? A.—Yes; a quinquennial 
division policy on a 3} per cent. basis, 
you keep up a quinquennial surplus 
against a company which has a 3 per 
cent, reserve keeping its reserves up 
on a 3 per cent. basis— 

Q.—I will just take an illustration, 
I thought you would have admitted 
that at once; if your contention is 
well founded then by bookkeeping 
you can make A’s 34 reserve policy 
earn more than A’s 4 per cent. pol- 
icy? A.—I was not-putting it in 
that form. 

Q.—Let the comparisons be tabu- 
lated thus: Canada Life, the same sum 
for both policies, $1,000, twenty pay- 
ment life, thirty-five twenty-five, prac- 
tically the same, twenty year accum- 
ulation profits, 34 per cent., the death 
rate is the same for each? A.—Yes. 

Q.—The expense is the same for 
eachP A.—Yes. 

Q.—There is the same amount paid 
in for each? A.—Yes. 

Q.—In other words during the 
twenty years there is exactly the 
same in each policy? A.—You had in 
mind the twenty year policy. 


Q.—Twenty year accumulation? A. 
—Yes. 


Q.—There is exactly the same, out- 
go on each policy? A.—Yes. 

Q.—Therefore there is exactly the 
same amount at the credit of each pol- 
icy at every stage during the twenty 
yearsP A.—Yes. 


Q.—That sum to the credit of each 
policy can be divided only into two 
parts, reserve and gurplu's? A.— 
Yes. 

Q.—And if the reserve is increased 
the surplus is decreased? A.—I will 
admit that. _ You had in mind ton- 
tine policies, I had in mind quinquen- 
nial policies. 

Q.—If the quinquennial policy does 
not take out the cash but leaves the 
money there, if they both do, the re- 
sult will be just the same, you keep 
all his money, it all earns the same 
interest? A.—You cannot tell who 
is going to take cash and who is not. 


Q.—I am assuming the man treats 
both policies alike, on the quinquen- 
nial basis the man leaves all his mon- 
ey there, of course if he takes his cash 
away you have the other man’s cash so 
much more, but let them both leave all 
their money there there wil] be exact- 
ly the same result as in the tontine, 
only one will be in surplus and the 
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other will be in reserve, the one’s sur- 
plus will be that much bigger than 
the other’s reserve? A.—I think that 
will follow. Might I add this fact, 
when a man takes bonus addition in 
connection with a quinquennial policy 
he buys so to speak with his cash pro- 
fits a little paid up policy, and that 
is a non-participating policy, so prac- 
tically he has two policies, the regular 
quingquennial policy and a little non- 
participating policy, so that I think 
the policy taken on the bonus addi- 
tion would fall in the same category 
as the policy taken in cash, and there- 
fore the quinquennial policy would 
benefit by the higher reserve basis. 

Q.—That is because your non-parti- 
cipating policy would not carry any 
advantages, and the man on the 3 per 
cent. woull get a less amount than the 
man onthe 4? <A.—No, that little 
paid up policy is a class by itself—I 
claim the quinquennial policy will be in 
the same position as the man taking 
cash. 

Q.—Do you think there should be 
anything in the system of book-keep- 
ing in the company which would show 
the amount of profit earned or portions 
of premiums returned with the rate 
of interest paid compounded through 
the years—is there anything at all in 
your systerh of book-keeping to_ show 
at present how much of the man’s 
premium paid over and above the net 
premium is returned to him, and at 
what rate of interest? A.—There is 
no system I think in the company’s 
book-keeping which would yield that 
result. 


Q.—Don’t you think it would be a 
very satisfactory thing if you could 
say to a man who was insuring, now, 
we can tell you that your premium has 
to be so much for the net premium, 
you have to pay so much for loading 
and the profit expenses, but you are 
likely with the rate of interest we are 
earning—you do give estimates—to 
get that excess amount returned or a 
portion of it returned, carrying your 
life—we do not expect you to do too 
much altogether—a portion of it re- 
turned at such and such a rate of in- 
terest ; would not that be much better? 
A.—That would be an estimate. 

Q.—Would it not be a much better 
kind of estimate than the class of 
estimate which you make? A.—Pos- 
sibly it would, but I think it would be 
better still to eliminate even that. 

Q.—I do not know about that, we 
all like to have some guess at what 
may come back; could not you say 
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whether they would get the profit 
loading back at all events with what- 
ever rate of interest you might earn? 
A.—What do you mean by the profit 
loading P 

Q.—I mean the portion of the load- 
ing which is intended for profits? A. 
—The major. source of profit is not 
in the loading. 


Q.—But it is as broad as it is long 
after all, because you can base how 
much of the gain of the company you 
have to take for the loading? A.—I 
would say it was worth considerable. 

Q.—I would like to have your view, 
I do not suppose it will be at all 
favorable, but I am_ prepared _ to 
accept an unfavorable view as to the 
question, what I have perhaps’ very 
improperly termed indemnity insur- 
ance? A.—like all other actuaries I 
will take exception to the use of the 
word indemnity, but we _ will not 
quarre] about that. 

Q.—You understand what I mean? 
A.—Yes, a life insurance company is 
doing business among human beings, 
not among ethereal spirits, and there- 
fore we have to take men as they are. 
If you would eliminate ‘the invest- 
ment feature altogether what would 
be the result? You go to a young 
man and you ask him to insure his 
life on this non-investment plan. 
His reply is first, ‘‘I have to die to 
win, and second I have no family.’’ 
You can not get near him, he won’t 
insure. You do not get him, at the 
very time of life when he should in- 
sure. But when you go to him on a 
proposition of which the basis is 
indemnity and a little touch of  in- 
vestment the chances are you will get 
him, and the net result will be his 
widow will profit by that in years to 
come; so that I claim you have prac- 
tice versus Theory in that. 


Q.—You might much more rapidly 
catch him if you would go with a 
gold mine? A.—You would not be 
giving him what is sound. Let me 
refer to a couple of historical events. 
The Australian Mutual Provident So- 
ciety, we all admit it is a first class 
company, in its prospectus which I 
was showing Mr. Shepley this morn- 
ing says this: ‘One of the most 
prominent features .in these new 
tables is the investment element, as it 
is quite evident to the board, in touch 
as it is with the feelings of the com- 
munity, that an investment guaran- 
teed by the ample resources and 
proved stability of the Australian 
Mutual Provident Society will be 
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eagerly sought for by those whose 
first consideration is safety. As the 
majority of the benefits offered will 
participate in the profits of the So- 
ciety, they present the additional 
attraction of a remunerative invest- 
ment.’ This is in the publication of 
the Insurance Institute of New Zea- 
land; the actuary of the New Zea- 
land Insurance Department says this 


Q.—Is that my favorite? A.—Yes; 
this is by the actuary of the depart- 
ment, a paper written by him:, ‘‘En- 
dowment insurances in their original 
form have multiplied largely during 
recent years, and they are by far the 
most popular kind of insurance in 
this Colony. When made to mature 
from fifty-five to sixty-five years of 
age I think they afford about as good 
a way as any of making a reason- 
able family provision, together with 
a nest egg for oneself when both are 
most required.’?’ Then he says: ‘‘It 
is said that one insurance office would 
not adopt this policy for many years, 
on the ground that the public, if 
they wanted it, could already pro- 
cure from that office a term  insur- 
ance and a pure endowment. How- 
ever it seems to me that the public 
did not want it, and in the conven- 
ient form in which it is now _ pre- 
sented, and the office in question 
learnt by experience that what the 
public really wants it will have, so 
that eventually it was compelled by 
force of circumstances to fall into line 
with its competitors? 

Q.—Don’t you think if you did not 
offer insurance at all but investment, 
and had agents to whom you _ paid 
the same amount that you paid now 
you could sell a great deal more than 
you can even sell with the insurance 
feature—is not the gambling instinct 
very prevalent? A.—We will put it 
this way, Suppose you and I both go 
out to insure two men; I have my pol- 
icy with the investment feature in it, 
you have simply your indemnity, and 
we canvass these two men, both 
young men with no family say, in 
nine cases out of ten you will miss 
your man. 

Q.—I would put it higher? A.— 
But still in ten years after those 
two men may die, I take good gold to 
the widow, you take theory. 

Q.—That sounds almost as if you 
had graduated as an agent? A.—I 
never did. 

Q.—However you ‘believe in what 
you call euphoniously the investment ? 
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A.—No, I would not say that, because 
in the Canada Life Assurance Com- 
pany we have really always laid the 
emphasis on the other side, and if 
you take the Blue Book you will see 
that the bulk of our insurance is on 
the investment plan, not on the en- 
dowment plan. 

Q.—I thought you told me that the 

semi-tontine occupied nearly 50 per 
cent.? A.—I am speaking of en- 
dowment, insurance, that may be 
either quinquennial or tontine. 
_ Q.—You have an investment feature 
in it, and ninety per cent. of your 
insurance has the investment feature? 
A.—Yes, and in nine cases out of ten 
you would miss the young man when 
I would get him. 


Q.—The investment feature is 
there? A.—It is in both, it is in the 
profit idea. 

MR. SHEPLEY: This question of 
excess of first cost has been dealt with 
in a way by two of the actuaries wha 
have appeared in connection with 
other companies during this investi- 
gation, and I want to get your view in 
regard to the two methods that have 
been suggested of getting rid of or of 
economizing that evil, one is the adop- 
tion in the earlier period of the policy 
where the cost is exercising its influ- 
ence, the adoption of the Select and 
Ultimate Table? A.—Yes. 


Q.—What would you say was your 
view about that? A.—Do you want 
my view in connection with the ques- 
tion of Select and Ultimate? 


Q.—With respect to using the Select 
and Ultimate Table for the purpose of 
fixing smaller reserves during the ear- 
lier years of the policy, thus letting 
loose a greater proportion of the 
premium to meet those expenses? A. 
—-It seems easiest for me, and perhaps 
easiest for a layman, to get the point 
of view from the historical aspect of it, 
I can put it easier that way. This idea 
of holding low reserves in the earlier 
years of a policy is not a new idea. 
As far back as 1863 Dr. Zilmer, Presi- 
dent of the German Insurance Insti- 
tute, read a paper in which he advo- 
cated this very thing. That is forty 
odd years ago; but while he suggested 
that and advocated it strongly it did 
not obtain a foothold in Germany. 
Later on in 1870 the celebrated Brit- 
ish actuary, Dr. Sprague, in a paper 
since become classic, in a somewhat 
different form advocated the same 
idea, and he has’ been assiduously 
pushing that idea since, partly, I 
think, from the reason that the com- 


6 EDWAED VII., A. 1906 
(Canada Life, F. Sanderson, Ex’d.) 


pany with which he was connected re- 
quired some such assistance along that 
direction, it was weak in its reserves 
and he took hold of it. A few years 
later, in 1878, Mr. James Shorely read 
a paper before the Institute of Actu- 
aries in which he, in a still more modi- 
fied form, advocated it running over a 
period of ten years, starting with low 
reserve and working up to the regular 
reserve in ten years. This idea of Dr. 
Sprague’s, after lying dormant for a 
time, found its way over into New 
York State, when the consulting actu- 
ary there, Mr. W. D. Whiting, about 
ten years ago, took it up and exploited 
it and applied it not only on what Dr. 
Sprague intended it, on the whole 
life policy, but on the limited payment 
life and endowment, and it has got a 
foothold there, and is in use in the 
United States among perhaps half the 
companies, I mean especially the 
smaller companies, not among the old 
and established ones. The thought of 
Dr. Sprague has been abused by those 
companies. Then this Select and UIl- 
timate Table has come in subsequent 
to that, and if I were speaking from 
the point of view of an American I 
would say the Select and Ultimate is 
a sort of stop-gap between the net 
premium system and this preliminary 
term idea. 


Q.—It is a sort of midway be- 
tween? A.—Yes, so that from the 
point of view of the American there 
is perhaps something to be said, but 
from the point of view of Canadians 
and Britishers it is a question whether 
it would be wise or not. 

Q.—The evil, because I think we all 
agree it is an evil, the evil of excessive 
first cost is a thing that has to be cured 
by the adoption of some means, and if 
this Select and Ultimate method of 
computing the reserve will relieve in 
Canada it will relieve here, and in 
England too, if the cost is excessive ? 
A.—I would quote Mr. Emery McClin- 
tock at the International Congress of 
Actuaries at New York. I heard him 
myself, and the statement is in. the 
transactions of the Society; he said 
that this system would not be adopted 
by any successful company, and I 
think as far as my information goes 
it is not likely to be adopted by the © 
established companies in the United 
States. 


Q.—The successful company will be 
the company that carries on its busi- 
ness economically, ad you do not want 
to cure the evil where it does not ex- 
istP A.—No; well I doubt if any of 
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the old established companies will 
adopt it. 

Q—That is, they won’t admit they 
are extravagant in the matter of first 
year business? A.—Possibly; but the 
net premium system as we have it in 
Canada, and as it has been in force in 
Great Britain, is a sword of Damocles 
over the management, and I think we 
should not depart from that system 
“without very serious consideration. I 
will agree with you we ought to lessen 
the cost of first year business. 

Q. If you are going to maintain 
this extreme cost we must find or look 
for some means of relieving the ten- 
sion? A.—TI will say generally in re- 
spect to that that the true principle 
would be proper publicity, and I think 
the enforced reduction of expense by 
legislation would be unfortunate, al- 
though if it can not be reduced in any 
other way well and good. The Brit- 
ish idea would be to bring it about by 
publicity and not by compulsion. A 
company like an individual I do not 
think can rise to its highest altitude 
by living up to compulsion; better to 
live by ideals and principles than by 
the law of compulsion, and so I would 
be disposed to try the further publicity 
first, and if that won’t work then ne- 


cessarily fall back on some compulsion 


or law. 


Q.—I gather upon the whole you 
are not favorably impressed with the 
idea of relieving the situation by this 
device of the adoption of the Select 
and Ultimate Tables? A.—I would 
not object to some system like that 
for young companies. I think a net 
premium valuation system presses very 
hard upon a young company, and that 
is where some such system as_ that 
might come into play. 

Q.—It pressed pretty hard upon 
your company, too? A.—Yes, and as 
I say this net premium system is a 
sword of Damocles over the head of 
the management; but for the young 
company there is something to be said. 

Q.—Another actuary made a differ- 
ent suggestion; I should tell you it 
was made in the case of industrial in- 
surance, but I am not sure it won’t 
be equally applicable to the ordinary 
insurance. You fix your premium with 
reference to age at the next birthday? 
A.—Yes. 

Q.—And this gentleman stated that 
‘that being so you could average the 
time as six monhs before the man 
came under the premium rate fixed 
for the age next birthday, and then 
he said for that six months you might 
omit reserve altogether; have you ever 
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thought of that? A.—I think the 
loading is the proper factor to work 
upon; the expense is not naturally 
a function of mortality, and that is 
where I would be disposed 

Q.—You would commence at the 
loading ? A.— Yes, and I would have 
all companies show what is the regu- 
lar net premium reserve, and if any 
relief is to be given for young com- 
panies set it in below that, let them 
take off that amount so that every 
one can see what the true liability 
would be. 


Q.—In other words you would adopt 
what you told me before was the ideal 
condition, you would adopt the plan 
of having an adequate loading to pay 
the expenses? A.—Yes. There is a 
consideration worth mentioning in 
connection with this system with re- 
gard to the point of view with reas- 
surance; take a company from the 
United States doing business in 
Canada, if the reserves are let down 
on this ‘system, and the company goes 
into liquidation the question is 
what is the responsibility of the gov- 
ernment on the question? There should 
be a reserve there to enable that com- 
pany to be re-insured in another com- 
pany, and if the reserves are let down 
to a low basis a first class company 
might not wish to take it over. 

Q.—Of course the suggestion that 
the actuary made would only be feasi- 
ble here if the law permitted the re- 
serve to be so established. Then you 
would have a re-insurance fund fixed 
with reference to common practice? 
A.—Yes, but our British companies, 
or even first class Canadian companies, 
would not be likely to adopt it, and 
they would not want to take over a 
company which was on that lower 
standard. 

Q.—I suppose that would depend on 
whether or not it was found to estab- 
lish and maintain an adequate re- 
serve? A.—Yes. 

Q.—And the contention of the ac- 
tuary I am speaking of was that the 
reserve would be adequate? A.— That 
is a question. I have a letter here 
from a very eminent British actuary, 
touching on this whole question of ex- 
pense and new business. 

Q.—I would be very glad to have it? 
A.—The name of Mr. George King, 
among actuaries, is known the world 
over. He says: “We do not favor the 
lightening of reserves on account of 
the cost of procuring new business, 
and there is scarcely a British com- 
pany that makes any allowance on 
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this account. On the contrary, Brit- 
ish companies try to pile up reserves 
to the utmost possible extent, and 
you will find that many of them make 
net premium valuations at 24 per cent. 
interest, or even at lower rates, with- 
out making any allowance for new 
business. Were we to make such al- 
lowance it would reduce the estimate 
of liability but we look upon a full 
estimate of liability as providing a 
sort of reserve fund which we desire 
to make. Thus all our companies 
with, as I said, one or two unimport- 
ant exceptions, make net premium 
valuations. This is the case even 
where the company transacts a large 
new business, and we do not pay much 
attention to the allegation that the 
older policyholders are injuriously af- 
fected. The reserve is made as much 
for them as for others, and they get 
the benefit of it, and, as a matter of 
fact, their bonuses in the end are not 
reduced by the keeping of full re- 
serves. On the contrary, one object 
of keeping full reserves is to sustain 
the bonuses for the old policyholders. 
If such a course were not followed 
the bonuses for old policyholders must 
fall. In this country it is usual to 
measure the bonuses py the revers- 
ionary addition to the policy, and, 
seeing that the value of the uniform 
reversionary addition increases with 
the increasing age of the life, we can- 
not divide the whole of the early pro- 
fits of a company if we wish to main- 
tain the reversionary bonuses. There- 
fore, we prepare for the future by 
making full reserves at low rates of 
interest so as to maintain our bonus- 
es.’ Then he goes on to say that in 
connection with a young company he 
would make some allowance for the 
cost of getting business. 


Q.—At the expense of the reserve? 
A Yes. 

Q.—Then you have adopted ‘Mr. 
King’s opinion? A.—I am disposed 
to agree largely with that point of 
view. 

Q.—Now you told me yesterday that 
in your view a normal amount of new 
business would be say, half a million 
dollars? A.—I do not know that I 
have made myself quite clear on that 
point. It might be half a million dol- 
lars a year; one year it might be less 
and another more. It might be a mil- 
lion the next year. I would be gov- 
erned by the economic conditions at 
the time. 

Q.—In the Canada Life has there 
ever been any method adopted of fix- 
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ing, by some principle, the amount 
of new business which it might be pro- 
fitable to do? A.—TI think not. 

Q.—Practically the Canada Life has 
flung itself upon the current of pub- 
lic competition ? A.—Yes, the com- 
panies in this country have not got 
to the point they have in the States, 
of writing such enormous business as 
to be possibly a public menace and, 
therefore, there is not the same neces- 
sity for putting a check upon the 
amount of new _ business. I would 
sooner see it done by sound principles 
than by compulsion. 


Q.—You have told me what you 
would like to see about that. At all 
events there has been no attempt to 
lay down a principle for the guidance 
of your company as to what amount 
of new business it is profitable to do? 
A.—It has not been definitely set out. 
It has been discussed. 


Q.—Could a criterion be formulated? 
A.—It is exceedingly difficult. In 
the practical working out of a com- 
pany that would be an exceedingly 
difficult thing to do. Companies are 
situated so differently that you can- 
not treat them all alike. 

Q.—Can a criterion be laid down 
having regard to the age and volume 
of business of a company; will those 
be elements or factors that will enter 
into it? A.—Those would be ele- 
ments. 

Q —What other elements would you 
suggest? A.—The conditions of the 
country at the time. You cannot tell 
how much business you ought to write. 
If the current is going your way you 
might write more business than if the 
current was setting against you. 

Q.—You are aware of what was 
done in the State of New York with 
regard to that? A.—Yes, a limita- 
tion upon the amount of new busi 
ness. I think that was due to the 
very large size of the large quan- 
panies. We have not got to that 
stage in this country yet. 

Q.—You would not think the com- 
panies in this country have come to 
the stage at which that sort, of legis- 
lation would be _ desirable? A.—I 
think so. I think that could safely 
be left to future legislation. 

Q.—Don’t you think when we find 
such a state of facts in connection 
with a company of such strength as 
the Canada Life, that the time has 
come for some remedy in respect of 
that excessive cost. A.—I am very 
hopeful that the publicity which the 
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Commission gives to all these things 
will in itself be largely a remedy. 

MR. KENT: Will it have the 
effect of reducing the commission? 
A.—I think it will, especially if the 
Commission succeeds in getting a pro- 
per rebate law put on the Dominion 
books in the form of some amend- 
ment or addition to the Criminal 
Code touching both policyholder and 
agent. 

MR. SHEPLEY: Do you think it 
desirable that in some way a. proper 
and a workable limitation should be 
put upon the new business? I do not 
ask you to fix the limit, I do not 
suggest a limit, but do you think it 
is proper that there should be a limit 
judiciously and logically fixed? A. 
—TI think the whole principle of legis- 
lation as carried out in New York is 
wrong. The whole underlying prin- 
ciple. 

Q.—I am not speaking now of legis- 
lation exclusively at all, I am speak- 
ing of arriving, either by consent 
among the companies or by individual 
action on the part of each, or by 
legislation, at some fixed and work- 
able, logical and judicious principle 
limiting the volume of new business 
that is to be written. A.—I think it 
should certainly be thoroughly  dis- 
cussed and considered, but -whether 
vou can get a hard and fast rule that 
will cover the cost is another ques- 
tion. 

Q.—You do not know. whether a 
rule could be laid down which would 
be elastic enough to allow for econ- 
omic conditions? A.—That is prac- 
tically what I mean to say. 

MR. SHEPLEY: I would just as 
soon not take up the cases now, if 
it 1s agreeable to your honor. I do 
not think I shall keep Mr. Sanderson 
very lone in the morning. 

(At 4.30 p.m., Thursday, 7th June, 
adjourned to 10.30 a.m. on Friday, 
8th June.) 


THIRTY-EIGHTH DAY. 
MORNING SESSION. 
Toronto, Friday, June 8th, 1906. 


—Examination of Mr. Sanderson 
continued : 

MR. SHEPLEY: I put in the copy, 
which has been prepared, of the Deed 
of Settlement of the Canada Life. 
(Marked as Exhibit 215.) 


(Canada Life, F. Sanderson, Ex’d.) 


Q.—I think you have verified this; 
this is a statement of amount of in- 
surance issued in 1904, amount of in- 
surance issued 1904 not taken in that 
year, then the same as to 1903, the 
amount of insurance lapsed in 1904. 
and issued in 1904 and lapsed in 1905? 
A.—That is correct. (Statement filed 
as Exhibit 216.) 


Q.—I want to ask you to give me an 
estimate of the volume of insurance in 
the Canada Life written on the de- 
ferred dividend planP A.—I think 
Mr. Hellmuth asked that question yes- 
terday, and I promised to get the in- 
formation. I have not got it yet. I 
will try and get that. I might say in 
general terms this, that in recent 
years, practically in the last four or 
five years, the bulk of the business has 
been upon the deferred dividend sys- 
tem, and { ought further at this point 
to say that the large cost of new busi- 
ness is entailed in getting that busi- 
ness, and that that large cost is 
charged upon the year of issue in 
which it is obtained, so that the large 
cost is not thrown upon the old pol- 
icy-holders, but upon this business as 
it comes in year by year. 


Q.—That is ultimately? A.—Yes. 

Q.—You have to find the money to 
do it in the first place? A.—Yes, but 
it comes out of the years of issue. 


Q.—I think it is in evidence that 
your accumulated surplus over capital 
is $893,000 odd? A.—Yes. 


Q.—Take, for instance, the case of 
policy number 652,374, the Plummer 
policy; that is a case in which the 
cash value when the policy got into 
default was $135; it got into default 
on the 8rd February, 1901; on the 27th 
February, 1902, apparently a letter 
had been written to you with regard to 
the policy to which the Secretary sent 
an answer saying the policy had 
lapsed; do you verify that? A.—Yes, 
that is correct. 


Q.—Had any notification, are you 
aware, been sent to Mr. Plummer ad- 
vising him that he would have to make 
his application within a specified time, 
was it your custom to send such not- 
ices? A.—Yes, sir; on these old poli- 
cies we do this, we give them 13 
months in which to revive their policy 
or take a surrender value, and prior 
to the expiration of the 13 months we 
send them what we call a final notice 
advising them. 

Q.—Have you a form of that here? 
A.—I think one was supplied to the 
Commission. We will have it looked 
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up. I might say further very few of 
these old policies will come under that 
category; under the non-forfeiture 
scheme that is now in force it applies. 

Q.—This only applies to policyhold- 
ers before you adopted the non-forfeit- 
ure scheme? A.—Yes. 

Q.—This is the notice? A.—Yes, 
carefully sent out every year to all 
policies which could be cancelled, ad- 
vising them they must take action to 
revive their policy within the expira- 
tion of 138 months. 

Q.—This is the notice? A.—Yes. 

—Mr. Shepley reads notice, which 
is filed as Exhibit 217. 

Q.—It would have been a very con- 
venient thing, I venture, to submit to 
you, for you to have said you would 
be entitled to a surrender value of so 
much if you choose to take that, or 
you would be entitled to a paid-up 
policy of so much if you chose to take 
that? <A.—I quite think it would; 
that is really a remnant of an old 
practice that has come down the years, 
and I think if I were doing it myself 
I would follow out the suggestion you 
have made. 

Q.—Have you refreshed your recol- 
lection on the Keenan case, number 
46,648; that was a policy for $5,000, 
ordinary life, taken out in 1889 by a 
man aged 65, the annual premium be- 
ing $449.50? A.—This of course was 
a very old policyholder. I do not 
know what his complaint is. 

Q.—He had paid in premiums alto- 
gether $6,752.90? A.—yYes. 

Q.—That is a policy for $5,000; in 
April of this year you offered him a 
cash surrender value of $2,049? A.— 
Yes, that will always happen in every 
company where a man takes out insur- 
ance at a very old age, the cost of in- 
surance at these old ages is very high, 
the current cost of mortality, and it 
will always happen that in a case like 
that if a man asks for cash surrender 
value—— 


Q.—I am not suggesting that this is 
not in strict accordance with the 
terms of the contract—your surrender 
values as we have seen them exhibited 
before us, are arrived at in a certain 
way, you have told us about that? A. 
—Yes. 

Q.—I don’t know that you yourself 
think it a very liberal method of com- 
puting surrender values? A.—If you 
have read the minutes of the Board 
you will see a letter amongst those 
minutes from myself in which a couple 
of years ago I asked the Board to mod- 
ify the old system of surrender values 
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which was in force in the company for 
very many years. The practice was to 
take off a certain uniform percentage 
off the reserve, and I suggested to the 
Board that they ought to liberalize 
that for the old policyhoders. 

Q.—That is what I have in my 
mind when I suggested you probably 
yourself did not consider the surren- 
der values sufficiently liberal? A.— 
No, I suggested they should be liberal- 
ized for the old policyholders, and 
that was done voluntarily. 

Q.—Take number 57,334, a policy 
on the life of Mr. Cockburn for $4,000 ; 
he also was an old man. What I 
want particularly explained about that 
is the fact that there are three sur- 
render values within a few months 
suggested, the first being $1,411, 15th 
December, 1904; the second being 
$1,708, 25th April, 1905; and the third 
being $2,000, 4th May, 1905? A.—I 
remember that case. The son came 
to see me and made the complaint 
that this policy had been taken out on 
the life of his father by an agent of 
the Canada Life, and he said that 
this agent had used undue pressure 
or misrepresentation in getting the 
policy, and—his father was old, he 
could not ‘keep up the premium—and 
he thought the company ought ta 
give some consideration to the mat- 
ter. It is very hard to establish what 
is misrepresentation and what is not, 
and in the first case we quoted them 
the regular surrender value $1,411. 
Later on we quoted him a higher cash 
surrender value. 

Q.—How did you come to offer him 
$1,708 as against $1,411, was there a 
dividend declared in the meantime? 
A.—I think that would be due to the 
change of the valuation basis from 4 
per cent. 

Q.—It made a higher reserve? A. 
—Yes; later on we offered him $2,000, 
the Government reserve at that time 
being $2,060; we treated him very 
liberally. 

Q.—That was perhaps for the pur- 
pose of effecting a settlement? A.— 
Yes. We took into consideration that 
possibly there was some misrepresen- 
tation. We treated him generously 
T think, and we are proud of the 
case. 

Q.—The only other case I wanted 
to ask you about is the case of Le- 
Clare, number 33,192, for $1,500. 
That man seems to have paid 18 pre- 
miums, and he made default in 1901; 
he did not apply in respect of a sur- 
render value till 1905, four years af- 
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terwards? A.—Four years, after the 
13 months had long since expired, 
the surrender value of the policy fell 
into the company, and according to 
its terms was distributed at the divi- 
sion of the profits to-other policyhold- 
ers. 


Q.—I think the surrender value 
there was $326? A.—yYes. That is 
another sample of the working of the 
old practice which prevailed in the 
company years ago, by which it was 
understood that any profits from that 
source would go to the other policy- 
holders and become divided at each 
quinquennial period. 


MR. SHEPLEY: Mr. Watt has 
asked me to make a statement in 
view of the fact that it has been quite 
public property that a great many 
complaints have been made; of course 
all the individual complaints that have 
been made have been very fully ex- 
amined into, and it is not necessary 
in my view to spread the matters up- 
on the record, but just to take two or 
three types. It should not be sup- 


posed they have not all been examined 


into with great care. 


~MR. HELLMUTH: I asked for 
some statements, Mr. Sanderson, of 
which no doubt if you have not got 
a note you will be able to find from 
the evidence when it is printed, I 
mean a statement to be put inP A. 
—Yes. 


Q.—I omitted to ask you in refer- 
ence to some of the enquiries made by 
me for these statements which I would 
like to have you make; you can gather 
them again from the evidence? A. 
—Yes. 


Q.—I want a statement showing 
the actual profits allotted or paid on 
quinquennial plan on policies issued 


in 1900 and 1901? <A.—Yes. 


Q.—I would suggest you take the 
two ages 25 and 35, and you give it 
to me on the whole life, 15 and 20 
payment life, and on the endowment 


at 10, 15, 20 and 25 pear periods? 
A.—I would be very glad to do it. 


Q.—The other statement I would 
like to have is in reference to the 
semi-tontine or deferred dividend 
policies; I would like a_ statlement 
showing when the compay began to 
write deferred dividend policies; you 
may have given some evidence of it, 
but I have not it in concrete form? 
A.— 1888. 


Q.—You can put that in. Secondly 
the amount of deferred dividends and 
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quinquennial business written each 
year from that date up to December, 
1905? A.—Yes. 


Q.—Indicating if, you can what 
amount of each is persistent; I fancy 
that will follow if you show what. is 
written? A.—Yes. 


Q.—And then the corollary to that 
would be what amount of business in 
force on December 3lst, 1905, was 
quinquennial and what deferred divi- 


end?) 1 A.-—Yes: 


Q.—You thought about 30 or 40 
per cent., but you could not give it 
to me_ exactly? A.—We will be 
pleased to give you the information. 
Before I leave the stand might I 
make a short explanation; I would 
like to supplement my statement in 
reference to one point; we were speak- 
ing of the share which the sharehold- 
ers took in strengthening the reserves. 
1 omitted to make it clear I think. 
The stock capital was one million 
dollars; on the basis of the Govern- 
ment standard of valuation, the poli- 
cy reserves were $20,144,108; if the 
surplus at that point of time had been 
divided there would have been §2,- 
565,198 to distribute on the Govern- 
ment basis. The shareholders would 
have been entitled to one-tenth of 
that, $256,519.80, and the policyhold- 
ers to the balance, $2,308,678.20, so 
that the shareholders contributed 
$95.65 for every hundred dollars of 
their share capital for that purpose, 
while the policyholders contributed 
only $11.46 for every $100 of their 
reserve; in other words the sharehold- 
ers contributed considerably more 
than twice the rate at which the poli- 
cyholders contributed in proportion 
to their financial interest in that 
transaction. The ‘assistant actuary is 
anxious that I should emphasize again 
the fact that our new business, near- 
ly all tontine, that the weight of the 


- expense is in that connection, and that 


the large expense involved in getting 
this new business is thrown against 
the years of issue, and does not come 
as a charge or embargo upon the old 
policyholders. 


MR. SHEPLEY: As I have said in 
the case of other companies, subject 
to something further occurring we 
close the investigation into the affairs 
of the Canada Life. 


I propose next, with Your Honors’ 
permission, to take up the Imperial 
Life, and Mr. Tilley will take charge 
of that. 
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IMPERIAL LIFE ASSURANCE 
COMPANY. 


Hon. S. H. Blake, K.C., and E. T. 
Malone, K.C., appeared for the Im- 
perial Life 

THOMAS BRADSHAW, sworn, ex- 
‘ amined by 

MR. TILLEY: Q.--You are the 
Secretary of the Imperial Life As- 
surance Company? A.—TI am. 

Q.—And you are also actuary of 
the company? A.—Yes. 

Q.—And you are, I think, a direc- 
tor and Vice-President? A.—Yes. 

Q.—Have you any other offices be- 
sides these four in connection with the 
company? A.—wNo. 

Q.—How long have you been asso- 
ciated with the Imperial Life? A. 
—Ist January, 1898. 

Q. The company having been in- 
corporated in the year 1897? A.— 
Yes. 

Q.—Prior to your connection with 
the Imperial Life what company were 
you associated with? A.—I entered 
the North American Life as a junior 
on the 2nd July, 1881; and resigned 
on December 31st, 1897. I held no 
official position in that company. 

Q.—But you were there working 
in the actuarial department all the 
time? A.—Not specially. 

Q.—What has been your actuarial 
education? A.—I am a fellow of the 
Institute of Actuaries of Great Bri- 
tain by examination, and a fellow of 
the Actuarial Society of America not 
by examination; no examinations 
were held at that time. 


Q.—How long have you held those ~ 


degrees? A.—Fellow of the Institute 
of Actuaries, 1897, and of the Actu- 
arial Society of America I think about 
1895. 

Q.—And for how long have you been 
giving your attention to actuarial 
work? A.—Since about 1890. 

Q.—Then had you anything to do 
with the incorporation of the Imper- 
ial) Life?» A.~“No; 

Q.—At the time of its incorporation 
ie was no arrangement with you? 

.—No. 


Q.—That you should become ac- 
quainted with it? A.—No. 

Q.—Then you were not a party in 
any way to the drafting of the Act 
of Incorporation? A.—No. 

Q.—At the time you joined the Im- 
perial Life who was the person that 
was in active management of the com- 
pany, taking the chief interest in it? 
A.—Mr. F. G. Cox was Managing 
Director. 
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Q.—Who was the President? A.— 
Hon. Sir Oliver Mowat. 

Q.—And he continued President of 
the company up to the time of his 
death, did he? A.—Yes. 

Q.—After Sir Oliver Mowat’s death 
who became President? A.—Mr. A. 
E. Ames. 

Q.—And how long was he Presi- 
dent? A.—A short time. 

Q.—Can you give me the dates? 
A.—The minutes would indicate that. 

Q.—For two or three months, about 
April, May and June, 1903? A.— 
Yes, I think about that time. 

Q.—It was for a very short time? 
A.—Yes: 

Q.—After Mr. Ames retired from 
the Presidency who became President? 
A.—Sir Mackenzie Bowell. 

Q.—Then other than these three 
gentlemen who have been Presidents 
and yourself and Mr. Cox has any 
other person taken any active inter- 
est in the management and direction 
of the affairs of the company? A.— 
Yes. Mr. J. W. Flavelle in the early 
years. 

Q.—Could you tell me during what 
period he took an active interest in 
it? A.—From the commencement of 
the company until I think about 1900 
or 1901. 

Q.—I think the minutes will show 
he was last a director in the year 
1900P A.—Yes. 

Q.—And it would be when he ceased 
to be a director that I suppose he 
ceased to take an active interest in 
the company? A.—Ceased all connec- 
tion with it in that connection. 

Q.—What official position did he’ 
hold? A.—First Vice-President. 

Q@.—Are there any other persony 
than the ones you have mentioned 
that have been taking any personal 
active interest in the management of 
the, affairs of the company? A.— 
Senator Cox at the commencement of 
the company took a very active part 
in it; he was a director of the com- 
pany. 

Q.—I noticed that during the first 
year, I think? A.—The first three 
months. 


Q.—The unexpired portion of the 
year in which the company was in- 
corporated? A.—Yes. 

Q.—He was a director, and during 
that time you say he took a personal 
interest in the matters? A.—yYes, a 
personal active interest. 

Q.—Did that interest cease after he 
ceased to be a director? A.—He has 
always taken a friendly interest in the 
company. 
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Q.—But not the same interest in de- 
tail, do you mean, as he did during 
that time? A. —No, when he resign- 
ed from the directorship he just took 
the interest in it that a warm friend 
of the company would take. 

Q.—Has that continued from that 
time until now? A.—Yes. 

Q.—Are there any other persons 
who have taken a personal interest 
in the company? A.—You have men- 
tioned Hon. Sir Mackenzie Bowell, 
and then one of the Vice-Presidents, 
Hon. S. C. Wood. 

Q.—Would you indicate just in what 
way he has been prominently asso- 
ciated with the company? A.—Since 
his election as Vice-President he has 
given daily personal attention to 
many matters affecting the company. 

Q.—Did he become a Vice-President 
when Mr. Flavelle resigned? A.—No, 
at the time Sir Mackenzie Bowell 
was elected President. 

.Q.—That would be in 1903? A.— 
Yes. 


Q.—A year or two after Mr. Fla- 
velle left the active interest in the 
company? <A.—Yes. 

Q.—Is it fair to say that he took 
somewhat the same position with re- 
gard to the company that Mr. Fla- 
velle had occupied during his time? 
A.—Somewhat similar. 

Q.—Have we all the names now of 
the persons who have been actively en- 
gaged in the company’s affairs? A.— 
Yes, I think you have. 


Q.—What have been your duties 


since you have been associated with 
the company ? A.—Well, duties per- 
taining to the work of a secretary and 
an actuary 6f a life company. 

Q.—I think you have not been secre- 
tary all the time you have been actu- 
ary? A.—Yes, all the time. 

Q.—My recollection was somewhat 
different? A.—No, I was appointed 
secretary and actuary when I joined 
the company. 


Q.—At the same time? A.—Yes. 

Q.—Probaby I was thinking of your 
becoming a Vice-President, that was a 
subsequent matter? A.—Yes. 

Q.—What do your duties as actuary 
involve? A.—The _ calculation of 
premiums, reserves, general oversight 
of the actuarial work of the company. 
In that I am assisted by Mr. G. C. 
Moore, Assistant Actuary. 

Q. What actuarial staff have you? 
Aa Wive, 

Q.—Is that large or small by com- 
parison with other companies in On- 
tario? A.—I think it is large. 


(Imperial Life, T. Bradshaw, Ex’d.) 


Q.—I notice by the minutes that ap- 
parently encouragement is given to 
members of your actuarial staff in 
their studies as to passing examina- 
tions and so on? A.—Yes, we have 
done everything in our power to en- 
courage young men to take up the ex- 
amination of the British Institute of 
Actuaries and the Actuarial Society of 
America, and upon their passing we 
give them a slight reward. 

Q.—Some honorarium of some kind? 
A.—Yes. 


Q.—Some small, reasonable amount? 
A.—Yes, the reason for that is we 
think those who are trained in the 
actuarial part of life assurance make 
better assistants than those who have 
not that training. 


Q.—It is a settled policy of your 
company? A.—yYes, you may say it is 
a settled policy. 

Q.—A considered policy? A.—Yes. 

Q.—And a policy that does not ex- 
ist at any rate to so great an extent 
in other companies? A.—I am not ac- 
quainted with that condition in other 
companies, and therefore I cannot 
speak definitely in respect to it. 

Q.—I think you would have a fairly 
good idea, I want to find out as well 
as I can the general. position of com- 
panies in Canada with regard to that 
matter; it may be of some importance 
to the Commissioners? A.—I think 
the companies who have in charge of 
the actuarial part of the business 
trained actuaries encourage such a 
system as we have in vogue. I might 
mention names, but I do not suppose 
that is necessary. 


Q.—I will not ask that? A.—I might 
say in the office at the present time we 
have three Associates of the Institute 
of Actuaries by examination. 

Q.—What does that mean? A.— 
The Institute of Actuaries of Great 
Britain hold examinations in this coun- 
try once a year, and these examina- 
tions embrace four parts; upon the 
student completing the first two parts 
he is given the degree of Associate of 
the Institute, and upon completing the 
four examinations he receives the de- 
eree of Fellow of the Institute. These 
examination papers are sent out from 
Great Britain under seal to a super- 
visor in this country. The answers are 
put in envelopes sealed, and returned 
to London for examination by the Ex- 
aminers there, and the students in this 
country have to pass the same examin- 
ation in, every respect as the students 
in Great Britain. 
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Q.—When you speak of these Asso- 
ciates in your office, they are young 
men who have gone through a certain 
portion of the course? A.—Yes. 

Q.—And have not yet completed 
their actuarial studies? A.—Not com- 
pleted. 

Q.—Not for that degree? A.—No. 

Q.—Then do you regard it as being 
essential to the proper carrying on of 
the business of a life insurance com- 
pany that there should be a well- 
equipped staff or a competent actuary 
if the business of a company is small? 
A.—TI do. 

Q.—Does that apply to a company 
that is just beginning, or can it get 
along for a time without an actuary? 
A.—More at the commencement I 
think than almost at any other period. 

Q.—Will you tell me why that is the 
case? A.—At the commencement the 
rates of premiums are determined, and 
that is the consideration for the con- 
tract, one of the considerations; the 
surrender values are also determined, 
the method of surplus distribution is 
determined; those are matters which 
clearly belong to the actuary to take 
up. 

Q.—I suppose the division of surplus 
might not arise for a few years in a 
young company? A.—No, but then it 
is well to look ahead. 

Q.—Are not premiums fixed by com- 
petition more than by actuaries to- 
day? A.—No, I would not say that. 

Q.—They are to some extent pos- 
sibly fixed by the Managers’ Associa- 
tion, are they? A.—No, a number of 
actuaries met in 1900, T think it was, 
and determined upon what they con- 
sidered to be a fair and equitable 
premium 

Q.—You mean Eeheries of Ontario 
Companies? A.—Yes. There had pre- 
viously been a great deal of needless 
competition amongst companies, and 
there was a desire to eliminate that if 
possible. The rates were not, on the 
whole, materially increased, only in- 
creased sufficient to comply with the 
new provision of the Insurance Act. 

Q.—That is something that came 
about possibly partly as the result of 
the legislation about that time, was it, 
and partly from the condition of the 
trade, so to speak? A.—Yes. 

Q.—Was that something that trans- 
pired through the Life Managers’ As- 
sociation; I don’t think that the Life 
Managers’ Association had anything to 
do with it although the officers were 
members of the Life Managers’ As- 
sociation; I don’t think there is any 
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record in the proceedings of the Asso- 
ciation in respect of those premiums. 

-Q.—I was going to ask you whether 
there was anything in the minutes of 
the Life Managers’ Association that 
would set that out? A.—Not that I 
know of. . 

Q.—Was any agreement entered into 
at the time, or any understanding that 
was reduced to a formal character by 
companies or their representatives? 
A.—No, I think this was the way of 
it: a number of actuaries and man- 
agers met and considered the question 
of premium rates in the light of the 
new legislation, and in the light of the 
conditions of the business. They 
agreed amongst themselves in respect 
of the fair premium to charge, and no 
company was compelled to adopt those 
premiums, it was a voluntary matter. 

Q.—There was no penalty put on a 


‘company that violated them? A.—No. 


Q.—And no method of enforcing. it 
as against any particular company? 
or the officers of any particular com- 
pany? A.—No, dy: was no binding 
agreement. 

Q.—It was an acetnge to come to a 
decision as to what was a fair and pro- 
per premium? A.—Yes. 

Q.—Has any modification of that 
been arranged since? A.—I under- 
stand that all the companies that 
agreed to adopt these rates verbally 
have maintained these rates excepting 
one. 

Q.—Not the Imperial? A.—No. 

Q.—Then does that mean that the 
rates of those companies are uniform? 
A.—Yes, on certain plans of insurance. 

Q.—Not on all plans? A.—No. 

Q.—Why would any distinction be 
made in that regard? A.—At that 
time the premiums on certain plans of 
insurance only were considered. 

Q.—Would you indicate what par- 
ticular plans? A.—Whole life, Iimited 
life and endowment assurance plans 
with profits. 

Q.—Were the rates applicable to 
policies without profits dealt with at 
allP A.—No, not at that time. 

Q.—At any other time have they 
been? A.—yYes, that is a matter that 
was considered by the Association. 

Q.—Now you are speaking of the 
Life Managers’ Association? A.—Yes. 

Q.—That will be in the minute books 
of the Life Managers? A.—Yes. 

Q.—I will not follow that up at the 
present time, because we will be ask- 
ing some questions about the Life 
Managers’ Association separately ; 
what companies were a party to the 
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verbal understanding that was come to 
about these participating policies? A. 
—The officers, some of them were not 
able to bind their companies at the 
time these rates were inaugurated and 
one of the managers present, although 
believing that the nates [were fair 


rates, was not able to carry the matter* 


through his Board. The officers that 
agreed as far as I can recollect now 
are the Canada Life, North American 
Life, Manufacturers’ Life, Sun Life, 
Royal Victoria, Federal, Confedera-_ 
tion, Imperial, and I think the 
Northern Life and the London Life; 
there may be one or two others.: 


Q.—That arrangement would em- 
brace all the larger Canadian com- 
.paniesP A.—Yes. 


Q.—Have you had _ any discussion 
outside of the Life Managers’ Associ- 
ation about rates and’so on other than 
what you have indicated in a general 
way? A.—None, excepting amongst 
actuaries as a matter of interest. 

Q.—I can quite understand there 
would be discussion from time to time 
between actuaries about insurance 
business, but I mean to say where any 
arrangement or agreement has been 
come to which would apply to com- 
panies generally? A.—No. 


Q.—Besides your actuarial duties 
you are secretary? A.—Yes. 

Q.—And what does that involve be- 
sides the recording of minutes, any- 
thing? A.—General correspondence, 
and attention to ordinary matters as 
they come up. 


Q.—Does it bring you in touch with 
the transactions that are passing 
through the office? A.—A good deal. 

Q.—Does that apply to the strictly 
insurance work and to the investment 
of funds, both? A.—In a small com- 
pany the duties of the officers overlap 
one another a good deal as you will 
readily understand, and one may take 
up this to-day and another take up. 
something else to-morrow, depending 
of course upon what time he has to 
perform his work; there is no strict 
division of work. 
 Q.—That would apply particularly 
to a younger company? A.—Yes. 

Q.—And where the work is not put 
into departments probably as much as 
in a large company? A.—Yes. 

Q.—Is it right to assume you know 
all the transactions of the Imperial 
Life from the time it was incorporat- 
ed to this time as well as any person 
we could get from the office? A.— 
Yes, I think that is the case. 


(Imperial Life, T. Bradshaw, Ex’d.) 


Q.—We can start with that assump- 
tion? A.—Yes. 


Q.—That in all:matters, both as to 
investment and as to the insurance 
work, that you are able to speak as 
fully as any person else would be? A. 
—I think so. 

Q.—I will put in the pamphlet you 
have supplied to us setting out the 
charter or Act of Incorporation fol- 
lowed by by-laws of the company. The 
original incorporators were John Hos- 
kin, Hon. Samuel Casey Wood, Hugh 
Nichol Baird, Henry O’Hara, Joseph 
Wesley Flavelle and Hon. William 
Harty ?. A.—Yes. 

Q.—Senator George A. Cox was not 
one of the incorporators so far as the 
public were concerned? A.—No. 

Q.—Mr. Flavelle, I suppose, of those 
gentlemen mentioned was the person 
who had charge of the matter? A.— 
He was the active spirit. 

Q.—I suppose that he and Senator 
Cox at that time were acting together ?P 
A.—I presume so. i 

Q.—That is this was not a case where 
Mr. Cox came in and decided to be- 
come a person prominently interested 
in the company after the idea of form- 
ing it had been conceived? A.—No, 
it originated with him. 

Q.—He evolved the whole idea? A. 
—One of the originators, anyway. 

Q.—Then it gives the corporate 
name and the powers, being the usual 
powers of an insurance company. The 
capital stock of the company shall be 
one million dollars, divided into shares 
of $100 each. Then subsection 2 of 
clause 3 provides for an increase of the 
capital stock after the whole has been 
subscribed and $500,000 paid in in 
cashP A.—Yes. 


Q.—The increase to amount to a sum 
not exceeding two million dollars, and 
there is a provision whereby the in- 
crease must first be submitted to and 
confirmed by a majority in number and 
amount of the shareholders at an an- 
nual general meeting of the company 
or at a special meeting of the share- 
holders duly called for that purpose; 
has any increase of the capital stock 
ever taken place? A.—No. 

Q.—So that the stock remains at a 
million dollars? A.—Yes. 

Q.—Has any discussion as to the 
advisability of increasing the stock 
ever taken place, amongst those in 
the control of the company? A.— | 
Never. ; 

Q.—Is it a thing that you consider 
necessary at the present time? A.— 
No. " 


1142 ROYAL COMMISSION ON 


388th day, June 8th, 1906. 


Q.—Not for the purpose of meeting 
the increased reserve required by the 
Act or for any other purpose? A.— 
No. 

Q.—I suppose that your company, 
starting as it did about the time that 
the Act was amended as to the re- 
serve would not be handicapped to 
the extent the other companies would 
in putting up the reserve for old 
policiesP A.—No, and moreover, we 
fixed our premiums very shortly after 
we commenced in accordance with the 
new legislation. 

Q.—I rather gathered that; that 
you anticipated that in the early life 
of the company? A.—Yes. 

Q.—Then the Act provides for pro- 
visional directors and the first meeting 
of shareholders. . Sub-section 2 of sec- 
tion 5 provides: ‘‘No person shall be 
a director unless he holds in his own 
name and for his own use at least 50 
shares of the capital stock of the com- 
pany, and has paid all calls due there- 
on and all liabilities incurred by him 
to the company.’’ Has that provis- 
ion always been observed in your com- 
pany? A.—I cannot say as to that 
directly ; according to our books that 
would appear to be the case. 

Q.—That is to say that the stock 
standing in the name of the share- 
holder stands in his name without in- 
dicating that there is any trust con- 
nected with it, is that what you 
mean? <A.—Yes. 

Q.—As to whether or not it is for 
his own use you have never inquired? 
A.—We have never inquired. 

Q.—We will probably consider that 
when we deal with the list of share- 
holders later. Then, by Section 6, a 
provision is set out for making calls 
on the capital stock. The first in- 
stalment was to be 25 per cent. Was 
that made? A.—That was made. 

Q.—I think that your capital stock 
was issued at a premium of $25 per 
share, was it not? A.—25 per cent. 
of the paid-up portion. 

Q.—Not the paid up, was itP A. 
= Yes. 

Q.—I thought you issued it at a 
premium of $25 on every share? A. 
—No, 25 on the paid up portion of 
the capital. 

Q.—$25 or 25 per cent.? 
per cent. 

Q.—So that when you made a call 
of $25 per share you would really 
be. getting $31.25, would you? A.— 
Yes. 

Q.—That is you would take an ad- 
ditional 25 per cent. on the amount 
you would call and treat that as pre- 


A.—25 
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mium? A.—yYes. There have been 
three calls made on the capital. $250,- 
000, $100,000 and $100,000. 

Q.—The first was $250,000, at what 
date? A.—At the organization of the 
company. 

Q.—Then when was the next call 
made? A.—In 1899 or 1900, I think. 

Q.—I think the next resolution gov- 
erning calls on stock embodied two 
calls in the one resolution, did it 
not? A.—Yes. 

Q.—We will probably get the date 
later, but two additional calls were 
made of 10 per cent. each, were they 
not? A.—Yes. 

Q.—Making 45 per cent. called on 
the stock? A.—Yes. 

Q.—And then there would be 113 
per cent. additional paid in by way 
of bonus? A.—25 per cent. on the 
10 per cent. : 

Q.—But taking the paid up as being 
45 per cent., there would be 4 of that, 
$11.25 additional on each share by 
way of bonusP A.—Yes. 

Q.—Can you tell me why that was 
paid in as premium, Mr. Bradshaw, 
and not as a payment on account of 
the capital stock? A.—In the forma- 
tion of a new company there are al- 
ways extraordinary expenses in the 
earlier years and it was to meet 
those special expenses that the pre- 
mium on the capital was called. 

Q.—Would not the expenses be met 
just in the same way if the payment 
was made on account of the capital 
stock, as if 1t was made by way of 
premium, the company would get the 
same amount of money? A.—Yes, but 
that would mean that the policyhold- 
ers would have to stand the runt 
of the heavy initial expenses. 

Q.—Explain how that works out? 
A.—The premium goes to pay the ini- 
tial expenses of the company. 

Q.—That is you say the subscriber 
for the capital stock after he has paid 
in his calls on the stock and the pre- 
mium thereon is only interested in 
the company really to the extent of 
his capital? A.—Yes, that is the only 
liability the company has towards a 
shareholder. 

Q.—In making a division of profits 
as between policyholders and share- 
holders, what would be taken to be 
his interest in the company financial- 
ly, the amount of his stock, or the 
amount of his stock plus the pre- 
mium? A.—That is a legal question, 
Mr. Tilley, and I am not prepared 
to answer it. That depends upon the 
construction of the Act of Incorpora- 
tion. 
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Q.—How have you regarded itP A. 
—I have not seriously considered it 
yet. It has not arisen in practice. 


Q.—Why is that? A.—We have 


just paid a dividend to the sharehold- — 


ers on the paid up portion of the 
capital. 

Q.—You have kept it all in a com- 
mon fund, the profits and surplus and 
so on? A.—Yes. 


Q.—We will probably discuss that 
under another section a little more 
fully. ‘Clause 7 provides that the 
Board of Directors shall not be less 
than 7 nor more than 20. I think 
there have been changes from time 
to time? A.—Yes. 

Q.—The usual board numbering 
about how many persons? A.—15. 

Q.—And as high asP A.—I think 
17 or 18. 

Q.—18 is my recollection? A.— 
Yes. 

Q.—Then Section 9 provides that the 
ae office shall be at Toronto? A.— 

es. 

Q.—Then you may have branches, 
sub-boards, and agencies either with- 
in Canada or elsewhere in such man- 
ner as the directors from time to time 
appoint. You have given us, I think, 
a list of all these special committees 
in CanadaP A.—Yes. 

Q.—Have you any outside of Can- 
ada? A.—No. 

Q.—Have you entered any foreign 
fields yet in your insurance work? A. 
—Not outside the British Empire. 
We do business in Newfoundland and 
in the West Indies. 

Q.—You do not carry on business 
in the United States? A.—No. 

Q.—Or in Mexico? A.—No. 

Q.—And in those places that you do 
carry on business, Newfoundland and 
the West Indies, you have no boards 
or committees formed? <A.—No. 

Q.—Then section 10 provides for the 
investment of funds. I suppose you 
have considered that section carefully, 
Mr. Bradshaw? A.—Yes. 

Q.—Have you ever had any opinion 
Re the Section from solicitors? A.— 

0. 

Q.—But it is a section that has been 
considered by you. Do you, in your in- 
vestments, rely on anything in that 
Section 10 or are you governed by the 
General Insurance Act, Section 50? 
A.—By the General Insurance Act. 
That is wider than this provision. 

Q.—There is no particular that you 
know of that makes your power of in- 
vestment under your own Act any 
wider than given to companies in 
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ee lig by the Insurance Act? A.— 
0. 


Q.—Then we need not consider that 
section at all. Then there are pro- 
visions here as to loans and taking ad- 
ditional security. In that respect it is 
the same as the General Act? A.— 
Yes, I believe so. 


Q.—And also as to the investment in 
foreign securities? A.—Yes, we have 
not invested in any foreign security. 
Pardon me, I must take that back. I 
should say that we have not now any 
foreign securities. That is what I 
meant to say. 


Q.—Yes, I think we will leave that 
until later. Then the power to hold 
real estate. Now, Section 14 is the sec- 
tion you were referring to as to the 
division of profits between your share- 
holders and policyholders? A.—Yes. 


Q.—And that is drawn, apparently, 
to give the directors the broadest pos- 
sible power. A.—The matter is left 
entirely in the hands of the directors. 

Q.—That would seem to be the in- 
tention of the section? A.—Yes. 

Q.—And the directors of the com- 
pany declare a dividend to the policy- 
holders the same as the directors in an 
ordinary mercantile company would 
declare a dividend to the shareholders ? 
A.—Pretty much the same, 

Q.—Section 14 is, ‘‘the directors 


may, from time to time, set apart such 
portion of the net profits as they shall 
deem safe and proper, for distribution 
as dividends or bonuses to ‘sharehold- 
ers and holders of participating poli- 
cies, ascertaining the part thereof 
which has been derived from partici- 
pating policies, and distinguishing 
such part from the profits derived from 
other sources; and the holders of par- 
ticipating policies shall be entitled to 
share in that portion of the profits so 
set apart, which has been so distin- 
guished as having been derived from 
participating policies, to the extent of 
not less than 90 per cent. thereof; but 
no dividends or bonus shall at any 
time be declared or paid out of esti- 
mated profits, and the portion of such 
profits which remain undivided upon 
the declaration of a dividend, shall 
never be less than one-fifth of the divi- 
dend declared, and the directors shall 
not be obliged to allot such portion of 
profits to such holders of participating 
policies oftener than once in 5 years.” 
When did you first declare profits un- 
der that section? A.—In 1902. 

Q.—Have you declared profits since? 
A.—Each year since. 
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@.—Would you tell me, precisely, 
how you go about the declaring of pro- 
fits? A.—At the end of any year the 
total additional surplus available for 
distribution is found from the com- 
pany’s statement and 10 per cent. of 
this amount is written into sharehold- 
ers account, and the remaining 90 per 
cent. of the additional surplus is di- 
vided amongst the policies. We keep 
an individual account with each policy 
on a card of this character. 


Q.—I suppose the different colors 
of these cards denote different plans 
of insurance? A.—Different years of 
distribution. The heading of the card 
shows 10 years or 15 years. There is 
first of all entered on this card at the 
end of any year, interest on the sur- 
plus to the credit of the policy at 
the end of the preceding year at the 
rate earned by the company. Second- 
ly, in the column ‘‘Excess interest sur- 
.plus”’ there is entered 90 per cent. of 
the interest which was earned on the 
policy reserve in excess of the rate 
required to maintain the _ reserve. 
Then there is entered the policy’s 
share of the balance of the 90 per 
cent. of additional surplus after de- 
duction of the total surplus entered 
on all cards as in the previous state- 
ment, and this balance being divided 
amongst the policies in proportion to 
the respective premium loadings. 
Then the policy’s share of the total 
surplus on accumulated surplus poli- 
cies, which was released in the year 
by terminations, the released surplus 
being divided amongst all policies in 
proportion to the surplus to the credit 
of it at the end of the preceding 
year. Those 4 items summed up 
give the total surplus for the year, 
this sum being entered on the card, 
and the total surplus for the year is 
added to the surplus to the credit of 
the policy at the end of the preceding 
year to get the total surplus at the 
credit of the policy at the end of the 
year under consideration. By that 
means we can determine at any period 
the exact amount of surplus to the 
credit of a policy. I might say, fur- 
ther, I should have preceded that ex- 
planation by an explanation of the 
method in which we distribute our 
surplus. We do it according to what 
is known as the Modified Contribu- 
tion Method. This method was orig- 
inated by the eminent actuary Dr. 
Thomas Barnes Spragge and_ subse- 
quently modified by Mr. Maurice 
Black, a Fellow of the Institute of 
Actuaries, who was actuary of that 
celebrated company, the Australian 
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Mutual Provident. The fundamental 
principle underlying the method is 
to make a broad division of the sur- 
plus into two parts which are distri- 
buted according to different systems, 
the first part consisting of the inter- 
est earned in respect of the reserves 
on the participating policies in ex- 
cess of the rate assumed in the valua- 
tion, is divided in proportion to the 
reserves upon which such excess arises 
or such excess interest has been earn- 
ed. The second part embraces the 
whole of the remaining surplus, in- 
cluding the profits from loading, 
lapses, surrenders, mortality, etc., and 
is divided in proportion to the load- 
ings paid. In its broad outline the 
method follows the contribution sys- 
tem originated by Sheppard Homans, 
also an eminent actuary, of New 
York, but while preserving to a great 
extent the advantages of that method, 
this system avoids the complicated 
and rather cumbrous process in con- 
sequence of which Mr. Homans’ 
method has never found favor in 
Great Britain. The system has been 
adopted either in its entirety or with 
slight modification by practically all 
of the Australian life offices and by 
several of the important British of- 
fices. 

Q.—That is the method you have 
intended to use in the returns you 
have sent in to us? A.—Yes. 

Q.—We will discuss that more in 
detail later under that heading. For 
the present I just wanted to get in a 
general way your method of follow- 
ing out Section 14. Has this card 
system been in use by your company 
from its formation? A.—From the 
time that profits have been paid to 
policyholders or were due to be paid 
to policyholders. 


Q.—That was in 1902. No profits 
were paid to shareholders’ before the 
policyholders? A.—During the years 
1897-8-9, 1900 and 1901 no dividend, 
bonus or credit was made to share- 
holders. The profits to policyholders 
and dividends ‘to shareholders com- 
menced to be made in 1902 at the 
same time. 

Q.—Is this the same system of keep- 
ing an account with each policy that 
Mr. Papps outlined in his evidence, 
can you tell me? A.—TI think it does’ 
resemble that system. In detail it 
does not follow out his system, but I 
understand he proposes to have an 
individual card for each individual 
policy. 

Q.—Your company and the Manu- 
facturers, seem to be the only com- 


INSURANCE. 1145 


SESSIONAL PAPER No. 66 


388th day, June 8th, 1906. 


panies, so far, that are using that 
individual card systemP A.—I do not 
know of any others. 

Q.—In some companies it has been 
said that returns are made up and 
sent to actuaries in the United States 
—consulting actuaries, they are call- 
ed—to settle the method of distribu- 
tion of profits. What do you say of 
that planP A.—Well, I have had no 
experience of that and I could not 
pass judgment upon it. 

Q.—Why have you not had any, be- 
cause you would not? A.—TI have not 
had the necessity to have any experi- 
ence of that kind. 

Q.—It does not give the same ac- 
curate result, I suppose, as this sys- 
tem that you have outined here? A. 
—I think it would be desirable for an 
office to have a system of its own and 
to work it out to its proper conclusion. 

Q.—Does doing it in this way involve 
much labor? A.—Yes, considerable 
labor, but when it is systematized and 
you have trained actuarial men, the 
work involved is not laborious. 

Q.—Then do I understand that you 
take all the surplus of the company, 
all that you could call profits of the 
company, and divide that 90 and 10 
as between policyholders and share- 
holders? A.—Yes. 

Q.—Do you leave any of the profits 
then with the company? A.—These 
profits are not paid out. They are 
accumulated and the whole are left 
with the company until the distribu- 
tion period comes around. 

Q.—You create, then, a fund for 
shareholders and for the policyholders 
in that way? A.—We have not di- 
vided the funds as yet on our books, 
but in our office records we have a 
division. 

Q.—This section says, ‘‘and the por- 
tion of such profits which remain un- 
divided upon the declaration of a divi- 
dend, shall never be less than one-fifth 
of the dividend declared.’’ Has that 
been observed? A.—Always. 

Q.—Under that system of division 
dc the policyholders get more or less 
than they are entitled to under the sec- 
tion, or exactly what they are entitled 
tor A.—I think they get exactly what 
they are entitled to. 

Q.—This section says, ‘‘they shall set 
apart such portion of the net profits as 
they shall deem safe and proper, for 
distribution as dividends or bonuses to 
shareholders, and holders of  partici- 
pating policies, ascertaining the part 
thereof which has been derived from 
participating policies, and distinguish- 
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ing such part from the profits derived 
from other sources; and the holders of 
participating policies shall be entitled 
to share in that portion of the profits 
so set apart, which has been so distin- 
guished as having been derived from 
participating policies, to the extent of 
not less than 90 per cent. thereof.”’ A. 
—Our distribution has taken notice of 
that provision. 

Q.—You did not take notice of it 
in the method of dividing it that you 
outlined to me. You said you would 
take the whole profits of the company, 
and divide them, one to the share- 
holders and nine to the policyholders? 
A.—To the participating policyhold- 
ers. 

Q.—That would mean that the par- 
ticipating policyholders would get 90 
per cent. of all the profits of the com- 
panyP jA.—No, 90 per cent. of the 
participating profits. 

Q.—How do you first. determine the 
participating profits? A.—We deter- 
mine the profits arising from partici- 
pating policies and also from non-par- 
ticipating policies. We determine the 
profits arising from non-participating 
policies in the same way as we do par- 
ticipating policies. 

Q.—How do you do that? A.—You 
have the reserve and the excess inter- 
est on the reserve, you can determine 
what profit arises from that source. 

Q.—You take the average rate that 
the company has earned? A.—Yes, and 
then you know the loading on each 
non-participating policy and you de- 
termine the profit arising from that 
loading. 

Q.—When you speak of the 90 per 
cent., you speak of 90 per cent. of the 
participating profits? A.—Yes. 

Q.—And the 10 per cent. of those 
participating profits you say go to the 
shareholders and all the other prpite 
of the company? A.—Yes. 

Q.—But that has never been kept in 
any fund by itself? A.—No, not by 
itself. 

Q.—Can you say what it amounts to 
at any time? A.—Yes. 

Q.—From what? A.—From a record 
which we have in our office. 

Q.—Kept in the books? A.—Kept 
on actuarial sheets. 

Q.—Why is it not kept of record in 
your books? A.—The reason is that 
there seems to me to be some doubt as 
to the construction of section 14 of the 
Act of Incorporation. 

Q.—Then do I understand that you 
are, as it were, holding in abeyance a 
final dividend and conclusive division P 
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A.—Until that point has been cleared 
up, and we are seeking new advice and 
counsel in regard to it. 

Q.—When did you first seek advice 
about it? A.—It has been a matter 
discussed on and off for some time, 
probably for about a year and a half. 


Q.—Tell me what the point is that 
you are in doubt about under the sec- 
tionP A.—The point I am in doubt 
about is as to the premium on the cap- 
ital stock. 


Q.-——-The point we mentioned some 
time agoP A.—Yes. 

Q.—What is the difficulty about 
that? A.—Whether that should be 
regarded as belonging to the share- 
holders. 

Q.—Whether that is part of the 
shareholders’ fund? A.—Yes. 

Q.—Or whether it cannot be treated 
as belonging exclusively to sharehold- 
ers? A.—Yes. 

Q.—What is your view of it? A.— 
I have no view. 

Q.—Oh, yes. A.—No, it is a legal 
question, I think, and I am not com- 
petent to pass upon that. 

Q.—At any rate nothing has been 
determined with respect to that yet? 
A.—Not yet. 

Q.—And in the meantime you are 
keeping the matter in abeyance? A. 
—Yes, we are keeping a complete re- 
cord so that whatever is decided we 
will be easily able to open up the pro- 
per accounts in our general ledger for 
policyholders and shareholders. In the 
meantime we have, as I have stated, a 
complete record of the surplus for 
every policy. 

Q.—I do not want to follow that 
further for the present. 

MR. KENT: Did you pay dividends 
on the premium to shareholders? A, 
—No, only on the paid-up capital, not 
on the premium. 

MR. TILLEY: Then under Section 
15 power is given to the company to 
grant to the holders of participating 
policies certain rights with respect to 
voting. Has that privilege ever been 
exercised by the company? A—.No, 
the matter has never been brought up 
or discussed. 

Q.—Policyholders in your company 
have no vote at allP A.—No. 

Q.—You say it has never been dis- 
cussed by the management? A.— 
Never discussed. 

Q.—Do you think they should have 
votes? A.—That is for the directors 
to determine. 

Q.—But you are one of them? A. 
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—Well, my individual opinion would 
hardly be sufficient. 

Q.—If we call all the directors we 
will get all their opinions? A.— 
Well, this is what I think about it; 
I do not think that it would hurt a 
company to permit the policyholders 
to vote. 

Q.—When you say you do not think 
it would hurt a company is there 
a prevailing opinion that it does not 
hurt a company? A.—In fact it pro- 
bably might make the company more 
popular. The matter has never been 
discussed by our directors, and none 
of.us have expressed any opinion upon 
it. I am just expressing my personal 
view that I think it might be a matter 
that might create a deeper interest in’ 
the company by the general community 
of policyholders, and that it would 
probably be the means of enabling 
the policyholders to take more inter- 
est in the management of it. 

Q.—Are there any objections to 
policyholders voting? A.—No, I 
don’t think so. The privilege has 
been given by several Canadian com- 
panies and I have never heard that it 
has been abused or been any detri- 
ment to the company. 

Q.—It is suggested by some that it 
might be advisable at a certain time 
to, as it were, wipe out the capital 
stock and let the policyholders con- 


trol the company directly ? AL 


That would not be feasible in many 
instances, 

Q.—Why not? A.—Because at the 
present time the capital stock of life 
insurance companies is impaired. 
Another reason is that it would be 
taking away vested rights from the 
shareholders. 

Q.—Of course you are speaking now 
of companies already formed. That 
would not apply if a company was 
formed with that provision staring 
them in the face, would it? A.—No. 

Q.—Your company, apparently, had 
not that sort of a transaction in view 
when it was formed? A.—There is 
no provision for that, the retirement 
of the capital. 

Q.—But there is a provision to in- 
crease it to $2,000,000? A.—Yes, 
but that matter has never been con- 
sidered for a moment by us. 

Q.—Such a capital would not be 
necessary? A.—No, I do not think 
it would be necessary. I cannot con- 
ceive that it would be necessary un- 
less the company met with very great 
losses. A life insurance company is 
not subject to the fluctuations of many 
other commercial ventures. 
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Q.—Not subject to the same risk 
as fire insurance companies in that 
regard? A.—No. 

Q.—In your opinion does a con- 
trol by policyholders voting serve to 
bring the. absoulute control of the 
company into the hands of the man- 
agers of it, more or less than the con- 
trol by shareholders and_ policyhold- 
ers? A.—You have reference now to 
mutual companies? 

Q.—Yes. A.—We can only take the 
history of mutual companies. In 
the United States we know that in 
mutual companies where policyholders 
only have the right to vote, where 
there are no stockholders, that the 
management has been just as securely 
entrenched, and the directors just as 
securely entrenched as in stock com- 
panies. 

Q.—How is that brought about? 
A.—That is brought about, I believe, 
by the proxy system. The proxies are 
given in favor of the management. 

Q.—Apparently then the idea would 
be that managers are in a better posi- 
tion to get proxies than any other 
persons who would be? A.—The man- 
agers and agents. 

Q.—The managers getting them 
through the agents, I suppose that 
would be the channel by which the 
managers would get them? A.—Yes. 

Q.—The agents would have the best 
position to get them and then they 
would be in a position to turn them 
over to the management if they so 
desired? A.—If they so desired. 

Q.—Does that lead to any abuse 
that you know of.or is it wholly good? 
A.—I think it depends altogether on 
the management. Take, for example, 
the Australian Mutual Provident. In 
that company the policyholders alone 
have the right to vote, and the man- 
agement invites the policyholders to 
vote. I think at the last voting some 
60,000 policyholders voted on the ques- 
tion as to whether the business would 
be extended from Australia into Great 
Britain. There was a very large 
division of opinion, there was a large 
emajority vote, but it did not appear 
to have any effect upon the manage- 
ment. I think that the management 
is independent of the directors and 
therefore it is immaterial in such a 
case as that whether the policyhold- 
ers have votes or not. 

Q.—The companies that we have 
examined here that give the privilege 
of voting to policyholders, seem to 
give them that privilege if they attend 
in person and vote? A.—Yes, that 
I think is merely a play on words. 
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_ Q.—What do you mean, that that 
is not in reality a franchise at all? 
A.—No, it is impossible to get a large 
number of policyholders to come and 
vote in person at any meeting. They 
are scattered all over the Dominion. 

Q.—And in foreign countries now, I 
suppose? A.—Yes. 


Q.—So that it gives the franchise 
merely to persons living within a rea- 
sonable distance of the head office? A. 
—Yes, and provided they take an in- 
terest in what is going on. 


_ Q.—Then you think your company 
is doing as much for the policyhold- 
ers as to voting as a company which 
has merely the privilege of a personal 
vote by the policyholder? A.—I can 
see no difference. 


Q.—Have you ever considered wheth- 
er it would be possible to get a proxy 
system amongst policyholders that 
could be worked independently of the 
agents of the company? A.—The 
only way that could be done would be, 
I think, by mail. 

Q.—Do you know of any companies 
that have endeavoured to get in the 
policyholders’ vote by mail? A.—The 
Australian Mutual Provident does 
that. The company I referred to. 

Q.—Any others? A.—No, I don’t 
know of any others. There may be 
others. 

Q.—Section 16 of your Act provides 
that directors shall have power, dur- 
ing any current dividend period, to 
charge the holders respectively of par- 
ticipating policies, with losses to the 
extent to which they have been cre- 
dited with profits during such divi- 
dend period, if the Josses require it, 
and retain the amount so charged out 
of such profits, or such profits as are 
declared as such, and credited to such 
holders of participating policies at any 
time; but the holders of policies shall 
not, as such, be liable to any other or 
greater extent than is expressed by 
the terms of their policies. Do you 
know what the object of that clause 
is? A.—I presume that if the com- 
pany met with any serious loss and 
had apportioned to policies uniform 
dividends, that they would have the 
right to take away from those policies 
the uniform dividends that had been 
credited to them? 

Q.—It is to prevent it being argued 
that where a certain portion of profits 
has been credited to a policyholder 
that that is a vested right that can- 
not be taken away from him, I sup- 
poseP A.—Yes. 
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Q.—It is limited apparently to losses 
arising in the dividend period, to be 
deducted from the profits of that same 
period? A.—Yes. 

Q.—There seems to be no provision 
for charging up losses in one dividend 
period against gains in another? A. 
—No, that is right. 

Q.—Is that proper?. A.—Person- 
ally I would have liked to have seen 
it broader. 

Q.—Have you ever had occasion to 
rely on this provision? A.—No. 

Q.—But you think it would be bet- 
ter to charge up losses againstP A. 
—The whole body of policyholders. 

Q.—Then Section 17 gives the pol- 
icyholder certain rights with regard 
to surrender values. ¢ ‘‘Whenevr any 
holder of a policy shall have paid 3 or 
more annual premiums thereon and 
shall fail to pay any further premium, 
or shall desire to surrender the policy, 
the premiums paid shall not be for- 
feited but he shall be entitled to re- 
ceive a paid up and commuted policy 
for such sum as the directors ascer- 
tain and determine, or to be paid in 
cash such sums as the directors fix as 
the surrender value of the policy, such 
sum to be ascertained upon principles 
to be adopted by by-laws applicable 
generally to all such cases as may oc- 
cur, provided he shall demand such 
paid up and commuted policy or such 
cash payment while the original policy 
is in force or within 6 months after his 
failure to pay a premium thereon.”’ 
Is that section set out in your poli- 
cies? A.—Yes. 

Q.—Have you altered it at all, have 
you given the policyholders any great- 
er rights than this Section gives them? 
A.—Yes, we have given them other op- 
tions. In addition to a paid up pol- 
icy we give the option of a cash sur- 
render value and the option of ex- 
tended term insurance. 

Q.—That is applying the money in 
payment of their premiums? A.— 
Yes and also a further option of carry- 
ing the insurance for the full amount 
as term insurance for such time as the 
cash surrender value will permit. 

Q.—Have you altered the provision 
at the end of the section which says 
that the policyholder must apply for 
these rights or the option that he 
chooses within a certain length of 
time? A.—No, I do not think we 
have altered it but our practice is, 
if a man fails to pay his renewal prem- 
ium, after making every effort to se- 
cure his continuance, we enter into 
correspondence with him pointing out 


\ 
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the options which he has, and by that 
means we carry to his credit or pay 
to him the value which he is entitled 
to under his policy and under this 
section. 

Q.—Is that done by a separate cor- 
respondence with each policyholder, 
or have you regular forms tor that? 
A.—It is done by separate correspon- 
dence direct with the policyholders 
sometimes. and through the agents 
sometimes. 

Q.—But have you any printed forms 
for that? A.—No. 

Q.—Do you start ont by ascertain- 
ing the present condition of health and 
so on of the assured? A.—No. 

Q.—That does not in any way af- 
fect your taking up the matter in the 
way you have indicated? A.—No. 

Q.—You, I suppose, try to get the 
premium collected first? A.—We do 
everything in our power to secure the 
continuance of the policy. 

Q.—That is your first object? A. 
—Yes. If the agent fails also in that, 
we request him to furnish us with the 
reasons why such policy is not con- 
tinued, and then we enter into a cor- 
respondence with the policyholder. Our 
correspondence extends to mot less, 
in most cases, than 7 letters urging 
upon the policyholder the benefits of 
the contract and indicating that the 
company will, on its part, do every- 
thing in its power to assist him to re- 
tain the policy. If we fail to secure 
the continuance of the contract, then 
we pass to his credit or pay to him the 
value of the policy. 

Q.—Is that an invariable rule on 
your part? A.—Always. 

Q.—Do you have regard to this 6 
months’ period during which he must 
apply? A.—No. 

Q.—Have you ever credited such pro- 
fits to him or dealt with him in that 
way after the six months had expired? 
A.—Yes. : 

Q.—Voluntarily ? A.—Yes, there is 
no case in the company’s experience 
where the policy has been 3 years in 
force and is entitled to a surrender, 
value, that that policyholder has not” 
been paid the amount of his cash sur- 
render value:or if we are unable to lo- 
cate him, that that amount has not 
been passed to his credit in our books. 

Q.:.—What I am asking you does not 
suggest that we have any complaint, I 
may say we have no complaint? A.— 
No, but I think that practice varies 
from the practice in some of the com- 
panies, that is why I wish to empha- 
size it. 


\ 
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Q.—Would it not be wise to have' 


the section changed so that the man 
would be given this from you without 
any generosity om your part? A.— 
We do not think it is generosity. We 
think he is entitled to it. 

Q.—Don’t you get any letter from 
him, such as one we have had exhibit- 
ed here, where the beneficiary dis- 
claims any right to the money and 
takes it as a gift and a generous 
attention? A.—Well, if we do we 
do not take any notice of the letter. 
We like to receive the létter but we 
do not parade it, we think he is 
entitled to that value and I see no 
objection to the provision in the Gen- 
eral Act. 

Q.—You say, without any mental 
reservation at all, that you always 
treat your policyholders as entitled to 


that whether the 6 months has elapsed ~ 


or not? A.—Yes. 
Q.—Then that is a matter that you 
would not object to having amended 


in the General Act, so that that would - 


be the policyholders’ right? A.— 
None whatever. 

Q.—Then, following, your Act of 
Incorporation, there are the by-laws 
ot the Company. Do you know up 
to what date these are complete? A. 
—I think this pamphlet was published 
in 1897 just immediately after the 
company was formed and they are very 
incomplete. We have not published, 
printed, new by-laws. 

Q.—Can you say which of these by- 
laws have been in any important re- 
spect amended? A.—Did we furnish 
you with copies of the by-laws? 

Q.—The amendments are in the 
Minutes as they occur from time to 
time. There is no place where they 
are all collected, I think. A.—This 
will indicate, I think. 

Q.—You have taken the by-laws and 
shown the amendments that have been 
made from time to time? A.—Yes, 
IT do not think there have been any 
important changes in the by-laws. 

Q.—There have been a number of 
chanstes, such as having two. vice 
presidents, changed to a First and 
Second. and so on. I do not think 
these are material. I do not think 
there are any imnvortant amendments 
there, so that this pamphlet may be 
treated, so far as our purposes are 
concerned, as your by-laws, that will 
be in the Exhibit (Exhibit 218.) Is 
this card any use? A.—No, we pre- 
pared that especially. I just put the 
initials there. 

Q.—These two may be put in, then? 
A.—Yes. 


(Imperial Life, T. Bradshaw, Fx’d.) 


Q.—We will put these two cards 
in then (Exhibit 219.) The first per- 
sons who applied for shares in the 
stock were Mr. George A. Cox, 2,500 
shares; J. W. Flavelle, 800 shares, 
S. ©. Wood, 100 shares; F. C. Cox, 
500 shares? A.—Yes. 

Q.—Under that subscription Mr. 
Cox had the control of the voting 
power of the shareholders at that 
dateP A.—Yes. 

Q.—Then later a list of general 
subscriptions was put in at page 16 
of your book, here. The next ,sub- 
scription is at page 35. The Central 
Canada Loan and Savings Company 
does not appear there as a subscriber 
for stock? A.—No. 

Q.—Can you say whether any of 
the subscriptions were for the Central 
Canada Loan and Savings Company? 
A.—No, I cannot, no, not to my know- 
ledge. 

Q.—At the present time the Céntral 
Canada is a large shareholder? A.— 
Yes. This document I may hand in; 
it indicates the present standing. 

Q.—‘‘Shares in stock on which divi- 
dends are paid to the Central Canada 
Loan and Savings Company.’ (Ex- 
hibit 220.) _You have given a list of 
all persons on whose stock the divi- 
dends are paid to the Central Canada? 
A.—Yes. 

Q.—And from that you assume, do 
you, that these shares are held at the 
present time by the shareholders nam- 
ed, on behalf of the Central Canada? 
A.—I don’t know about that. 

Q.—Hbow dies it come that the 
dividend is paid to the Central Can- 
ada? A.—These are the names of the 
shareholders in our books and we have 
instructions from these persons to pay 
the dividends to the Central Canada 
Loan and Savings Company. 

Q.—“E. C. Taylor’ should that be 
fr Cx Taylor’? ?)  A—Yes. 

Q.—I will change it here. There 
are then 7,318 shares in respect of 
which you send to the Central Can- 
ada the dividend? A.—Yes. 

Q.—And so far as you know the 
dividend belongs to the Central Can- 
ada? A.—I don’t know. 

Q.—You know nothing to the con- 
trary of that? A.—I do not know 
that that is the fact or that 1t is not 
the fact. 

Q.—You don’t know anything about 
it. Are the amounts set out here 
opposite these names, the total hold- 
ings of these persons, in the most of 
cases? A.—No, in most of the cases. 

Q.—Take Mr. Baird, is that. his 
total holding? A.—No. 
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Q.—How many shares does he hold? 
A.—He has 50 shares in addition to 
that. 

Q.—Mr. Baillie? A.—Those are all 
of his shares. 

Q.—Mr. Bradshaw? A.—He has 
57 shares additional. 

Q.—That would be your own shares? 
A.—yYes. 

Q.—I suppose you can speak of 
those, whether those belong to the 
Central Canada or not? A.—The 450 
shares in my name do not belong to 
me. 

Q.—Who do they belong to? A.— 
The Central Canada Loan and Sav- 
ings Company. 

Q.—The Hon. G. A. Cox, 250 shares. 
Is that his total holding? A.—Yes. 

Q.—At the time this statement was 
made up that was all he held? A.— 
Yes. 

Q.—Have you always sent to the 
Central Canada the dividends on Mr. 
Cox’s shares in this way? AL 
cannot answer that. For some time 
we have. 

Q.—If they were his own shares 
you might still send the cheque to 
the Central Canada, you suggest? A. 
Yes, we might do that. 

Q.—F. C. Cox, 950? A.—He has 
other shares. 

Q.—So that you issue one cheque 
to him for his 50 shares? A.—Yes. 

Q.—And you issue a cheque to the 
Central Canada for the 950? A.— 
Yes. 

Q:— Hi Co. Coxe? 
others. ; 
Q.—E. W. Cox? A.—No others. 
Q.—The Central Canada, of course, 

those would be all theirs. 

Q.—A. L. Davies? A.—No others. 

Q.—Mr. Drummond? A.—No others. 

Q.—Mr. Housser? A.—No others. 

Q.—Mr. Howell? A.—No others. 

Q.—Mr. Hodgins? A.—No others. 


Q.—Mr. Kenny? A.—yYes, he has 
other shares. 

Q.—How many? A.—50 shares. 

Q.—Do you know whether those 
450 shares belong to the Central Can- 
adar A.) (de mob: 

Q.—Mr. EH.’ T, Malone? A.—60. 

Q.—Mr. W. G Morrow? A.—He 
has no others. 

Q.—Mr. G. A. Morrow? A.—Yes, 
he has other shares. 

Q.—Mr. Moodie? A.—No others. 


A.—He has no 


Q.—Dr. Potts? A.—No others. 
Q.—Mr. Peacock? A.—No others. 
Q.—Mr. Taylor? A.—No others. 
Q.—Mr. Wood? A.—No others. 
Q.— Are any of the parties who have 


29 other shares, except the ones shown 
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here, directors in your company? A. 
—No. Yes, Mr. Drummond, he has 
no other shares and he is a director. 

Q.—F. C. Taylor; is he a director? 


A.—No. 
Q.—And E. R. Wood is not a direc- 
tor now? A.—No. 


Q.—Can you say whether any of 


these are hypothecated? A.—No, I 
cannot. 

Q.—Or in trust, A.+No, I can- 
not. 


Q.—AIl you know is that you get an 
order from these shareholders to pay 
their dividends to the Central Can- 
adaP A.—yYes. 

Q.—And you cannot give any assis 
tance at all as to the terms on which 
the Central Canada hold them? <A.— 
No. 

Q.—Mr. Morrow is here; probably 
he could give you the information and 
we could get it down now. He has 
been obliging us in that way in other 
cases. 

MR. MORROW: All those shares 
that are not held by the directors to 
qualify them, are owned by the Cen- 
tral Canada. That is the control the 
Senator spoke about. 

Q.—All the shares that are here ex- 
cept their qualifying— 

MR. MORROW: No, not their 
qualifying. All the directors own ~ 
their shares to qualify them, except 
Mr. Drummond. The balance of that 
list, we own all those. 

MR. MALONE: 
mine. 

MR. MORROW: I do not know 
what that 35 is, but the Central Can- 
ada owns somewhere around 7,300 
shares. 

MR. TILLEY: The Central Canada 
Loan and Savings Company hold the 
control that Mr. Cox spoke of the 
other day as resting either in himself 
or companies of which he was Presi- 
dent ? 

MR. MORROW: That is right. 

MR. TILLEY: The real control then 
is in the company rather than in Mr. 
Cox? 

MR. MORROW: Yes. 

MR. TILLEY: Now in connection 
with that matter there was an agree- 
ment put in,- in connection with the 
evidence given with regard to the Can- 
ada Life, between the Central Oanada 
Loan and Savings Company and Mr. 
Ames and yourself, I suppose you re- 
member that agreement? A.—I do. 

Q-—.On the 2nd of January, 1902. At 
that time Mr. Cox, or the Central 
Canada Loan and Savings Company 
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held the control in the Imperial Life? 
A.—Yes. 

Q.—That is shown here by the num- 
ber of shares that he held, 5,350. And 
that is the reason, I suppose that the 
agreement was made with the Central 
Canada rather than with Mr. Cox, 
because the company was, as it now 
turns out, the absolute owner. You 
and Mr. Ames controlled at the time 
1,850? A.—1,950. 

Q.—1,850 it is here. 
A.—1,950. 

Q.—My copy is wrong then, that is 
all. I will make the change. (Re- 
ferring to Exhibit 187.) This agree- 
ment if carried through to comple- 
tion would bring what result with re- 
gard to control? A.—There would 
be no one in control of the company. 

Q.—There would be no one person 
or company in control of the Imperial 
life? A.—Yes. 

, Q—You and Mr. Ames would have 
exactly the same holding as the Cen- 
tral Canada and Mr. Cox? A.—Yes. 

Q.—And the shares of the rest of the 
shareholders would form the balance 
of power in case of a difference be- 
tween you? A.—Well, the agree- 
ment provides that in case of any dif- 
ference of opinion— 

Q.—But if the agreement was car- 
ried out and you had actually got the 
shares? A.—Yes. 

Q.—The provisions in this agree- 
ment, I understand, are only to work 
the matter through until you would 
complete the purchase, or did they go 
beyond the purchase? A.—I have not 
looked at the agreement recently and 
1 am not very familiar with the terms 
of it. 


Q.—The agreement provides that the 
purchase price of 1,700 shares ‘which 
would be required to give you an equal 
holding with the Central Canada shall 
be $114,750? A.—Yes. 

Q.—Can you say whether that re- 
presented the cost of those shares or 
was that giviny a profit on them? A. 
—That, I think, was the cost of the 
shares with interest to date. 

Q.—And crediting any. dividends 
that might have been paid? A.— 
Yes. 

Q.—Then it says the dividends on 
the shares are to go in lieu of inter- 
est with a certain provision in case 
they should exceed 6 per centP <A.— 
Yes. 

Q.—Clause 2 provided that the 1,7 00 
shares were to be transferred to ‘the 
National Trust Company, Limited, as 
‘trustees to be held as security for pay- 


1,950 is right P 
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ment of the balance of purchase mon- 
ey. The dividends to be paid to the 
vendors in lieu of interest. Were the 
shares transferred to the National 
Trust Company? A.—I presume so. 

Q.—I do not think so myself? A. 
—At the end of 1902 the National 
Trust should appear as shareholders. 
They do not appear here. ‘The Na- 
tional Trust appears to be the holder 
of 450 shares at the end of 1902. 

Q.—But they were the holders of 
300 shares at the end of 1901? A.— 
Yes. During 1902 there appears to 
have been transferred to the National 
Trust Company 350 shares. 

Q.—And the National Trust Com- 
pany transfers 200 sharesP A.—Yes, 
that would leave 150. 

Q.—So that the 1,700 were not 
transferred P A.—Apparently they 
were not transferred. 

Q.—Then there is a provision as to 
the payment of the balance and that 
in case of default the vendors may 
elect to give notice to have the shares 
transferred back. The National Trust 
Company, the agreement provided, 
should exercise the voting power of the 
1,700 shares in such a way as to carry 
out the objects of this agreement. 
What does that mean? A.—The ob- 
ject of the agreement is stated to be 
that the parties to it should have an 
equal holding of shares. 

Q.—Yes, it recites that they deem 
it in their interest to have equal hold- 
ings of shares in the stock of the com- 
panyP A.—Yes. 

Q.—And you think that is what it 
means, this clause about voting? A. 
—I think so. 


Q.—There is nothing else that you 
know of at the time that was in con- 
templation that that was to apply to? 
A.—No, nothing at all. 

Q.—Was that the object of the 
agreement, what is expressed there? 
A.—Yes. 

Q.—You were not regarding it is 
much as an investment as an arrange- 
ment whereby the control was divided? 
A.—Yes. - 

Q.—Might I ask, I suppose it is pro- 
bably unnecessary after that state- 
ment, whether you regarded it as ob- 
jectionable that control should be in 
the hands of one person or one com- 
pany? A.—That is a very broad 
question to answer, Mr. Tilley, the 
question of control of any kind of a 
business depends altogether upon the 
person who is controlling it. If the 
person in control of the company is 
one in whom every one has confidence, 
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then there can be, I think, no objec- 
tion to that person controlling. We 
look around and we see every day 
institutions which, unless they had 
been controlled by a master mind, 
would not be in existence to-day. Take 
the Bank of Commerce, for example. 
Who was that? It was Mr. MacMas- 
ter. Take the Dominion Bank. Who 


was that? Mr. James Austin. Take 
the C. P. R. Who was that? Van- 
Horne. Shaughnessy now. And so 


ov, there must be a master mind, and 
therefore, control is not objectionable 
when that master mind is a character 
in whom everyone has confidence and 
who has the best interest of the con- 
cern at heart. 

Q.—That is in the abstract. Now 
the concrete P 

MR. BLAKE: It is the concrete 
that he has given you. The instances. 
Your firm of Tilley & Tilley, and mine 
of Blake & Co., what would they be 
without our names? 

MR. TILLEY: But he did not men- 
tion our names, Mr. Blake? A.—I 
might say with regard to this agree- 
ment, that so little interest did I take 
in. it that I didn’t know anything 
about it, its completion or the terms 
of it until I signed it, and from the 
time that it was signed until the 
agreement was terminated J never 
looked at it. 

Q.—We are getting a lot of people 
in the witness box who treat such big 
matters with indifference? A.—These 
are facts. 

Q.—Then when you are referring to 
the cases where so long as the master 
mind is acceptable there is no objec- 
tion, you were not distinguishing those 
cases from this case were you? A.— 
No. 

Q.-—-Then was the object of this 
agreement—leaving out how little at- 
tention you paid to it afterwards—be- 
cause you did regard control as_ ob- 
jectionable in a life insurance com- 
pany ? A —Well, I didn’t bring 
about the agreement. 

Q.—Who brought it about? A.—I 
think the agreement was brought 
about by Mr. Flavelle and Mr. Ames. 

Q.—Then do you say that in general 
you do not raise any objection to con- 
trol? .. A.—-In general, no. 

Q.—But you say it is all a question 
of the person who is in control? A. 
—Yes. 

Q.—I do not know whether it is fair 
to pursue that further, Mr. Bradshaw, 
but if you have anything more to say 
as to the way in which this agreement 
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came about, I would be glad to’ hear 
it? A.—I was taking a good deal of 
interest in the company and Senator 
Cox was very generous in arranging 
that my interest in the company should 
be greater than it was before, and also 
that view was held by Mr. Flavelle 
and Mr. Ames. 

Q.—Then is it something that you 
did not take any prominent part in 
bringing about? A.—I was not the 
moving spirit in it, nor did I take any 
interest whatever in the agreement. 
Until it was prepared, I did not know 
the terms of it. So far as my recol- 
lection goes the terms were not dis- 
cussed with me even. 

Q.—You say it was arranged between 
Mr. Flavelle and Mr. Ames on the one 
part do you mean, and Mr. Cox on 
the other? A.—I do not know whether 
it was Mr. Cox or the Central Canada, | 
but I would judge it would be Mr. 
Cox. 

Q.—The question of control seems to 
crop out all through the agreement 
does it not? A.—It is a feature of 
it 

Q.—There is a provision that if 
either party desires to increase his 


_holding of shares beyond the amount 


mentioned that notice shall be given 
and the other party to the agreement 
shall have the right to take one-half? 
A.—yYes, I don’t think that that pro- 
vision was exercised by either party. 

' Q.—But it indicated that neither one 
was to get a larger holding than the 
other? A.—Their. holdings were to Pe- 
main stationary as it were, or equal. 

Q.—An agreement that you shall co- 
operate in the selection of Directors, 
and that in case of failing to agree it 
shall be referred to arbitration. Was 
that ever acted onP A.—No. As I 
say, the agreement was never referred 
to by any of the parties to it so far 
as my knowledge extends, from the 
time it was executed until the time it 
was terminated. 

Q.—Who had it drawn? A.—I have 
heard that it was Mr. Lash, but I 
could not say of myself. 

MR. MORROW: Mr. Lash drew it 
for the Central Canada and Mr. Ames. 

MR. TILLEY: Then you are to try 
to agree on al] questions that arise at 
meetings of the shareholders of the 
company so as to vote in unison. 
Should you not agree the meeting is 
to be adjourned for further considera- 
tion, and if no agreement within five 
days, the matter is to be referred to 
some person to be agreed upon by the 


parties, whose decision shall be final? 
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A.—We were always a happy party, 
and there was no question of disagree- 
ment'in the company. 

Q.—It seemed to be on the edge? 
A.—No, in an agreement you provide 
for many things that never take place. 

Q.-—Quite true, and fail to provide 
for the things that do take place? A. 
—Sometimes. 

Q.—The result would be to place the 
affairs of the company in case of dis- 
agreement, in the power of some per- 
son appointed for arbitration between 
the two parties represented in this 
agreement? A.—Yes. 

Q.—Is that a good method of carry- 
ing on an insurance company? A.— 
Well, as I stated, I had not considered 
the terms of this agreement, and I am 
not in a position to express any opin- 
ion upon the provisions of it. 

Q.—Would you state the circum- 
stances under which it came to an end? 
A.—Mr. Ames broached the subject 
to me and suggested that the agree- 
ment that had been entered into 
should be terminated. I understand 
that it was to his advantage at that 
time that it should be terminated, and 
he desired that I would consent to it. 
I did consent to the termination of the 
agreement, upon receiving a certain 
sum of money, and Mr. Ames received 
a certain sum of money also for his in- 
terest. He received money for his in- 
terest, and I received the value of the 
agreement for my interest. 

Q.—We were to be informed how 
that division was made. Did you look 
that up? A.—TI received at the rate 
of $250 per share and Mr. Ames re- 
ceived at the rate of $200 per share. 

Q.—The cost per sharg@ would be 
whatP A.—$150. 

Q.—So that you would receive $100 
per share for surrendering the agree- 
ment as it were? A.—Yes. 

Q.—That would make in the total 
how much money? A.—About $43,- 
000. 

Q.—That you received? A.—Yes. 

Q.—And the balance of the $66,000 
would be paid to Mr. Ames? A.— 
Yes. 

Q.—yYou regarded the agreement as 
being of value to you at that time? 
A.—Mr. Ames had stated to me that 
he had arranged to receive a certain 
price for his shares, and I was not 
desirous of the agreement being ter- 
minated. 

Q.—I understood there was some cor- 
rection made afterwards, but it was 
rather understood that you were de- 
sirous of having it terminated as 
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well as Mr. Ames? A.—No, I think 
Mr. Cox corrected that, 

Q.—There was some correction 
made. What was the fact about that? 
A.—Mr. Ames suggested the termina- 
tion of the agreement to me, and I 
said that I did not care about it 
being terminated; that I had no use 
for the money that was proposed to 
be paid for the termination of it, and 
that the agreement apparently had 
worked’ satisfactorily, and that I did 
not see any necessity for its termina- 
tion. Mr. Ames however was rather 
desirous of having it terminated, and 
as the result of his desire I finally 
conceded the termination of the agree- 
ment. 

Q.—You say it had worked satis- 
factorily under the agreement. Had 
there been anything that was unsat- 
isfactory before? A.—No. 

Q.—Nothing? A.—No. | 

Q.—Did you regard the stock as be- 
ing worth what you sold it for? A. 
—Not then, but in the future I think 
it will attain that value. 

Q.—Did you require any of that 
money to be paid because of the con- 
trol being. relinquished again? A.— 
No. 

Q.—Was that present to your mind, 
that the control would again come 
into the hands of one person? A.— 
It may have at the time, but it was 
not a money consideration. It was 
not to be measured by money. 

Q.—If you had not thought much 
about that when the agreement was 
made, I suppose that would cause 
you some consideration when you 
would surrender the agreement? A. 
—I suppose I did think about it at 
the time. 

Q.—You would then regard it as 
being objectionable from your stand- 
point that the control should be in 
the hands of any person other than 
yourself? As being in the class that 
you mentioned of course? A.—As I 
stated, the question of control had 
never come up from the time that 
the agreement had been made until 
it had been surrendered, and I had 
not been thinking about it. 

Q.—You would not need to think 
about it with the agreement? A.— 
No, probably not, and before that I 
might not have had a necessity to 
think about it, without the agreement. 

Q.—Was there any arrangement 
made with you at the time that agree- 
ment was cancelled as to your further 
engagement with the Company? A. 
—Yes, one of the considerations of 
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the price paid for the cancellation 
of the agreement was that I would re- 
main with the company for the term 
of 3 years from that time. 

Q.—At a stated salary? A.—WNo, 
no mention whatever was made of sal- 
ary at the time or at any subsequent 
time. The question of salary was not 
broached. 

Q).—Whrs any written agredment 
made at the time this agreement was 
terminated? A.—None whatever. 

Q.—Was any arrangement made as 
to the management of the company? 
A.—None whatever. 

Q.—The management rested just 
where it would naturally rest after 
the agreement was executed? A.— 
There is no change whatever in the 
management, 

Q.—Did any changes in the direc- 
torate of the company take place con- 
sequent upon the agreement? <A.— 
No, none. 

Q.—Or on the cancellation of the 
agreement? A.—None whatever. 

Q.—When was the agreement can- 
celled ? 

MR. MORROW: Mr. Ames went 
out shortly after. 

A.—Yes, but that was not at the 
time. 

MR. TILLEY: His resignation was 
not consequent upon the agreement? 
Ai-—No.- 

Q.—He retired from the board in 
1903 at the same time as he resigned 
the Presidency? A.—Yes. 

Q.—And that was shortly after his 
suspension? A,—Yes. 

Q.—At what date was this agree- 
ment cancelled, what year? A.—lIt 
was cancelled in the month of May, 
1903. 

Q.—Then that would be just a 
month before the suspension of Mr. 
Ames? A.—Round about that. 

Q.—His suspension was in June, I 
think? A.—Early in June. 

Q.—I notice that Mr. E. T. Malone 
and Mr. G. A. Morrow went on the 
board, but that was in the year 1905? 
A.—Yes. 

Q.—That was not in any way in 
contemplation at the time you can- 
celled the agreement? A.—No, Mr. 
Malones’ name had been suggested 
»s a director for some time and Mr. 
Morrows’ name also had been sug- 
rested as a director for some time. 

Q.—Mr. Morrow being an officer of 
the Central Canada? A.—Mr. Mor- 
row being an experienced financial 
man. 

Q.—And an officer of the Central 
Canada? A.—And an officer of the 
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Central Canada. a 
Q.—I suppose those two could go 
together? A.—Yes. 
(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 P.M., June 8th, 1906. 

Examination of Mr. Bradshaw con- 
tinued : 

MR. TILLEY: Q.—Will you give 
me a list of your present directors of 
the company? A.—H. N. Baird, 
Hon. Sir Mackenzie Bowell, F. G. 
Cox, i. Jz" Drummond, =Dr. ok. R: 
Eccles, Hon. William Harty, M.P., 
H. S. Holt, A. E. Kemp, M.P., J. J. 
Kenny, William Mackenzie, E. T. 
Malone, K.C., S. J. Moore, George 
A. Morrow, Warren Y. Soper, Hon. 
S. C. Wood, T. Bradshaw. 

Q.—Then they were the same in 
1905? A.—Yeg sir. 

Q.—In 1905 Mr. Malone and Mr. 
Morrow went on the Board? A.—Yes. 

Q.—In place of Mr. Massey? A. 
—Mr. Massey was the only one and 
there was an additional one. 

Q.—Besides the Board of Directors 
you have an Executive Committee? 
A.—Yes. 

Q.—That is composed of all the 
members of the Board who reside in 
Torontoy, A.—_Yes. 

Q.—How often does the Executive 
Committee meet? A.—Three times a 
month, the Board meets once a month, 
that is to say there is a meeting 
every Wednesday. 

Q.—And besides the Executive 
Committee you also have a Committee, 
on investment and expenditure? A. 
—That is not existing now. 


Q.—When did it cease to exist? 
A.—When we changed our meetings 
to weekly we thought that the In- 
vestment and Expenditure Committee 
overlapped the Executive Committee 
meeting, and as the members on the 
Investment & Expenditure Committee 
were on the Executive it did not ap- 
pear to be necessary to have that 
Committee. 

Q.—So that it lasted from Jan- 
uary 19th, 1905, till April 4th, 1906? 
A.—Yes. 

Q.—Then the Executive Officers’ 
Committee is composed of the Presi- 
dent, Vice-President, Managing Di- 
rector and Secretary? A.—yYes. 

Q.—What are their duties? A.— 
Purchase and disposals of securities 
when such is required to be done be- 
tween these meetings and decide upon 
all matters which necessitate action 
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prior to the convening of the regular 
Executive and Board meetings. 

Q.—I see the salary of the manag- 
ing director, Mr. F. G. Cox in 1897 
was $2,500? A.—That was for part 
of the year. 

Q.—That would be for the two or 
three months that the company was in 
existence in 1897? A.—Yes. 

Q.—In 1898 his salary was $6,000, 
and I suppose in 1897 it was at the 
same rateP A.—Yes. 

Q.—Then expenses $1,480 making 
$7,480 total; were those expenses act- 
ual out-of-pocket expenses? A.—Yes, 
they were incurred in traveling visit- 
ing the agencies and establishing the 
company. 

Q.—That applies to everything un- 
der the item of expenses in all these 
offices? A.—Yes. 

Q.—I see 1899 the salary was $6,000, 
in 1900, 1901, 1902, 1903 and 1904 
it remained the same? A.—Yes. 

Q.—And 1905 it was raised to $8,- 
000 and it is now that? A.—Yes. 

Q.—Your salary commenced with 
$2,500 in 1897 and 1898, and remained 
the same until 1900P A.—Yes. 

Q.—When it was raised to $3,500 
and remained that till 1902 when it 
was raised to $5,000, and it remained 
that till 1905 when it was raised to 
$6,000? A.—yYes. 

Q.—And is $6,000 now? A.—Yes. 

Q.—Was there not some bonus of 
$1,500 paid to you in one year? A. 
—That is included in that salary. 

Q.—Was that a bonus that had 
been decided on before the year, or 
was it voted after the year? A.— 
After the year was completed. 

Q.—Has any other officer received 
a bonus after the year was over be- 
side yourself? A.—No. 

Q.—No other such payment; the 
other salaries, Mr. Pickett, who is 
he? A.—Assistant Secretary. 

Q.—Dr. Davidson, he is a director 
and also the medical referee? A.— 
He is not a director, he is the chief 
medical referee. 

Q.—Then directors are allowed a 
certain amount per meeting, is it 
now? A.—$7.50 for each meeting 
attending. 

Q.—No other bonus for the year? 
A.—No. 

Q.—And that applies to Committee 
meetings as well as Board meetings? 
A.—Yes. 

Q.—It would not apply to the an. 
nual meeting I suppose? A.—No. 

Q.—There was a report filed at 
Ottawa regarding an item of agents’ 
balances, it is exhibit 21, a report 
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made by A. K. Blackadar ‘‘In Feb- 
ruary, 1905, this company had omitted 
from the expenses items to an amount 
of $9,512 of advances to agents written 
off. This was entered in the synopsis 
of ledger accounts as agents’ balances 
written off $9,512; if this is a loss 
by agents it should go into the ex- 
penditure, as a general expense item, 
and I have so transferred it’’—was 
that item a loss by agents? A.—Dur- 
ing the year certain special advances 
had been made to agents; these agents 
had all of them furnished good busi- 
ness for the company and were in the 
process of building up very important 
general agencies during- the early 
years of the company. The company 
realized how important it was that 
their work should not be interfered 
with, and also believed that the grow- 
ing business would recoup the ad- 
vances; the history of life insurance 
over a term of years being full of 
cases where a little temporary help 
to a valuable agent is re-paid to the 
company tenfold. Each case receiv- 
ed the most careful consideration 
strictly upon its merits, and the best 
judgment was given to it only in the 
interest of the company. These ad- 
vances were made in that way, and 
they have mostly been re-paid to the 
company by the agents. I would not 
iike to introduce here the names of 
the agents, but I would be pleased 
to let you have them. 

Q.—I am not asking for the names 
of the particular agents for the pre- 
sent at any rate? A.—I may say the 
only balances outstanding now— 

Q.—Have you the names of them 
there? A.—Yes. (Shows some names 
to Mr. Tilley). There were advances 
made to four agents, all of these ad- 
vances have been re-paid or earned 
by the agents. Those two remaining 
balances are secured, one by a paid- 
up policy of $5,500, and the other 
by two life policies amounting to 
$3,000. The balance of the advances 
now amount to $6,546.85. They have 
been written off the books of the com- 
pany; the company however expects 
to be recouped for those amounts. 

Q.—How long have there been 
agents’ balances either owing to the 
company or written off, how long have 
they existed? A.—1901. 

Q.—tThe. first was in 1901? A 
Yes. 

Q.—This report of Mr. Blackadar’s 
refers to the 1905 report I think, does 
it not? A.—TI have not a copy of that 
report here. 
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Q.—Here it is? A.—Yes, that 
would be the right amount of that 
year. 

Q.—What amount was against 
agents’ balances at the end of 1901? 
A.—$3,412.44. 

Q.—Was that shown in your annual 
return-for 1901? - A.—No. 

Q.—How was it treated at the end 
of that year? A.—Mr. Ames, who 
was then taking a good deal of inter- 
est in the company guaranteed the 
company against any loss which might 
occur through these advances being 
made. 

Q.—When did Mr. Ames give that 
guarantee? A.—It was done verbal- 
ly and at the time these advances were 
made, 

Q.—That is the question of making 
certain advances to agents? A.— 
They were carefully considered by the 
officers, at the time and Mr. Ames was 
one of the officers, he was Vice-Presi- 
dent at that time. 

Q.—He you say guaranteed the com- 
pany against losses with respect to par- 
ticular advances then to be made by a 
general guarantee against all such it- 
ems P A.—No, each case was con- 
sidered on its merits. 

Q.—Each time an advance was made 
it was considered on its meritsP A. 
—Yes. 


Q.—Was one of the four agents you 
have referred to in question at that 
time? A.—Yes. 

Q.—Or was this some other agent? 
A.—No, there have only been four. 

Q.—Were all these four made ad- 
vances in 1901? A.—No, only two 
of them. 

Q.—He agreed he would indemnify 
the company against any loss with re- 
spect to the items? A.—Yes. 

Q.—What happened then with re- 
spect to the item that was paid? A. 
—At the end of each year in order to 
put the company into possession of 
moneys advanced and to establish Mr. 
Ames’ guarantee Mr. Ames gave us his 
cheque and at the beginning of the 
following year the amount paid by Mr. 
Ames was re-paid to him, the expecta- 
tion being— 

Q.—Just a little slower; you say at 
the end of 1901 there was an item of 


$3,412.44 on the books as agents’ bal-! 


ances? A.—Yes. 

Q.—At the end of December of that 
year had that been cleared up by pay- 
ments? A.—By Mr. Ames himself, 
yes. 

Q.—Had he paid it himself? A.— 
Yes. 
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Q.—When did he -pay it? A.—On 
the 3lst December 

Q.-—By giving you his cheque? A. 
—By giving us his cheque for the 
amount. 

Q.—What happened to that later? 
A.—At the commencement of 1902 we 
gave him our cheque for— 

Q.—How soon in 1902? A.—AI- 
most immediately, about the first or 
second January. 

Q.—You would give him a cheque 
back for the same amount? A.—Yes. 

Q.—And then the account would be 
carried in that account for another 
year? A.—Until the end of the fol- 
lowing year. 

@.—Why was that transaction car- 
ried through at the end of 1901 in that 
way? A.—In order that it might not 
appear in our books. 

Q.—And it was understood I suppose 
that it would be chequed back at the 
beginning of the next year? <A.— 
Yes, that was the understanding. 

Q.—At the end of 1902 other ad- 
vances had been made with Mr. Ames’ 


approval? A.—Yes. 
Q.—And under the same arrange- 
mentP A.—Yes. 


Q.—And what did it amount to at 
the end of 1902? A.—$8.509.31. 

Q.—And December the 31st a cheque 
would be given by him for the 
amount? A.—Yes. 


Q.—And the beginning of the next 
year a cheque back? <A.—Yes. 

Q.—And the result would be it did 
not appear in your return to the Gov- 
ernment? A.—wNo. 

Q.—In 1903 were other advances 
made? A.—1903 the total advances 
made to agents amounted to §$11,- 
404.03. 

Q.—Which would include— <A.— 
The previous $8,509.31. 

Q.—It would be a running account? 
A.—An increasing amount. 

Q.—As the agent would earn com- 
missions there would be credit, or there 
would be payments made and then ad- 
vances and so onP A.—Yes, just a 
running account. 

Q.—For the whole of that $11,404.03 
had Mr. Ames given his guarantee? A. 
—Yes, in the way that I have spoken, 
there was no written guarantee, there 
was a verbal understanding. 

Q.—Was he consulted as to the pay- 
ments made to these agents? A.— 
Yes. 

Q.—And he guaranteed it in that 
way? <A.—Yes. 

Q.—Guaranteed the company against 
any loss? A.—Yes. 
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Q.—What happened at the end of 
1903? A.—During 1903 Mr. Ames 
dropped out of the company and the 
amount was paid tod the company, the 
increased amount $11,404.03, by the 
Hon. Senator Cox, he taking Mr. 
Ames’ position. 

Q.—How did he take his position, 
by arrangement with some official of 
the company? A.—That is fully set 
forth in a minute of the Board. 

Q.—I would like to find out with 
whom any arrangement was made with 
Senator Cox, if it was made with him, 
was it with you or some other person? 
‘ A.—I was one of the persons. 

Q.—Who were the others? A.—I 
think Hon. Mr. Wood and I think 
Hon. Sir Mackenzie Bowell. 

Q.--The three of you representing 
the company had some discussion with 
Senator Cox about the payment of 
that money? <A.—yYes. 

Q.—What was the upshot of your 
negotiation with him at that time? 
A.—That he assumed Mr. Ames’ posi- 
tion. 

Q.—Did he understand Mr. Ames 
had guaranteed the amount? A.— 
Yes, it was represented to him, and 
that is why he paid that amount. 

Q.—That Mr. Ames had guaranteed 
the company against loss in respect to 
agents’ balances, and then he volun- 
tarily, I suppose there was no obliga- 
tion on him? A.—None whatever. 

Q.—He voluntarily assumed Mr. 
Ames’ position? A.—Yes. 

Q.—He paid the $11,404.03? A.— 
Yes. 

Q.—On the 3lst December, 1903? 
A.—Yes. 

Q.—Then what happened after that, 
was it paid back to him in January? 
A.—No, it was not paid back to him 
till the 3rd August. 

Q.—Why was it not paid back to 
him the beginning of January as it 
had been done with Mr. Ames before? 
A.—Because there had been an under- 
standing on the part of those with 
whom the conference with Senator Cox 
had taken place that the amount would 
not be re-paid to him; in that appar- 
ently they were mistaken. 

Q.—Your understanding, and you 
are speaking now only for yourself? 
A.—Yes. 

Q.—Your understanding was that 
when that payment was made at the 
end of 1903 there was to be no pay- 
ment back to Senator Cox at all? A. 
Yes. 

Q.—That the amount was to be 
paid and closed? A.—Yes, 
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Q.—And then if money were re- 
ceived from the agents or sums they 
should go in reduction of that claim, 
how would that be treated? A.— 
They were to be on the final account- 
ing returned to Senator Cox. 

Q.—In the meantime were the com- 
pany to continue to collect them? 
A.—yYes. 

Q.—Were they deposited to the com- 
pany’s credit or kept by the company ? 
A.—They were kept amongst the gen- 
eral funds of the company, no special 
fund kept. 

Q.—I saw something in the minutes 
that they were credited in the Central 
Canada office—however we will look 
at the resolution, it was in August, 
1904? A.—Yes, on page 51 (of the 
return made to the Commission in 
answer to the questions sent out). 

Q.—This is the resolution that you 
refer to, in the minute of the Execu- 
tive Committee of August 3rd, 1904? 
A.—Yes. 

Q.—And the persons present at the 
meeting were the Hon. S. C. Wood 
in the Chair, Messrs. H. N. Baird 
J. J. Kenny,the managing director 
that Mr. F. G. CoxP A.—Yes. 

Q.—And yourself, the secretary. 
A.—Yes. 

Q.—And it was moved by Mr. 
Kenny, seconded by Mr. Baird and 
approved, that ‘‘Whereas the Hon. 
George A. Cox paid to this company 
in December, 1903 the sum of $11,- 
404.03, being the amount appearing 
in the books of the company as due by 
agents for advances. Several mem- 
bers of the Executive Committee 
understood that Mr. Cox assumed this 
indebtedness on the part of the agents, 
and expected to be recouped from time 
to time as these advances were re-paid, 
and the annual report for 1903 there- 
fore shows nothing due on these ac- 
counts so far as the company was 
concerned, the duty of the company 
simply being to collect the moneys 
due and hand over the same to Mr. 
Cox. And whereas the Hon. George 
A. Cox states that such was not the 
understanding, that he simply ad- 
vanced the money as a temporary 
accommodation, and that it should 
have been returned in January last. 
and that he would not have made the 
advancla on any other terms; and 
whereas it must be assumed that Mr. 
Cox is right in his contention. There- 
fore the Chairman and Managing Dir- 
ector are hereby instructed to re-pay 
Mr. Cox the money so advanced; that 
as the money was deposited with the 
Central Canada Loan & Savings Com- 
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pany at Mr. Cox’s request and allow- 
ed to remain on deposit with such 
company at his request, the adjust- 
ment and payment of the interest 
must be made between that company 
and him. Note: It has since been 
found that the above money was de- 
posited to the company’s credit in 
the Canadian Bank of Commerce, and 
the payment of interest by this 
company to the Hon. George A. Cox 
is therefore authorized. Confirmed. 
S. C. Wood, Chairman’’— That is 
the resolution that closed up that 
matter? A.—Yes. 

Q.—There is the reference that I 
was referring to with regard to the 
moneys being deposited with the Cen- 
tral Canada? A.—Yes. 

Q.—Whose understanding was it 
that they were deposited there? A. 
—I think that was a clerical over- 
sight. 

Q.—Did the Imperial Life keep any 
deposit account with the Central Can- 
adaP A.—Yes. 

Q.—Was it in any sense*a special 
account? A.—No, we have had an 
account with the Central Canada Loan 
& Savings Company since the company 
started in 1897, a small account, draw- 
ing cheques and depositing moneys. 

Q.—Treating it as an ordinary bank 
account? A.—No, we could get in- 
terest on our balance there when we 
could not at the regular bank. 

Q.—You say you would cheque 
moneys out as you wished? A.—As 
we wished for an investment; we did 
not treat it as an active account. 

Q.—More as a savings bank ac- 
count? A.—yYes, uninvested balances. 

Q.—I suppose all moneys are unin- 
vested balances? A.—Yes. 

Q.—You would get interest from 
the Central Canada on that amount? 
A.—Yes, and that is why the refer- 
ence is made there. 

Q.—What rate would that account 
bear interest? A.—I think we had a 
rate of 3} per cent.; I am not quite 
sure about that. 

Q.—What would be the largest 
amount you ever had deposited there? 
A.—Probably thirty or forty thousand 
dollars. 

Q.—Wpuld that be an average? 
A.—No, that would be an outside 
amount. 

Q.—What might be said as a fair 
average, if you can make an average 
at all?  A.—I° would say, fifteen, 
twenty or twenty-five thousand dollars. 

Q.—How long did that account re- 
main there in that shape? A.—Un- 
til we wanted the money. ; 
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Q.—Was that the only way in 
which you loaned money to the Central 
Canada? A.—No, we have made call 
loans to them, and they have made 
call loans to us. 


Q.—But those would be transactions 
which are set forth here in this book? 
A.—Yes, done in a business way. 


Q.—Without regard to this trans- 
action, are there any others of that 
kind, because that deposit account 
properly would not be shown in these 
returns? A.—Not that I know of. 


Q.—The money was afterwards put 
to the company’s credit in the Cana- 
dian Bank of Commerce? A.—Yes. 


Q.—And a cheque would be given 
then to Mr. Cox in the ordifnary 
course? A.—Yes. 

Q.—With interest? A.—Yes. 

Q.—So that Mr. Cox was re-paid 
all these agents’ advances he paid out 
with interest in August, 1904? A.— 
Yes. 

Q.—How was that money then 
treated in your books? As balances 
due by agents? A.—yYes, an individ- 
ual account was opened with each 
agent, and the amount received from 
the agents during the year credited 
to these accounts; the balances due 
by the agents at the end of the year 
were written off. 

Q.—How were they written off? 
A.—As an expenditure by the com- 
pany, for $9,512. 

Q.—Can you show it to me in the 
blue book? A.—yYes. (Points it out). 

Q.—So that the item you are refer- 
ring to is shown at page 225 of the 
blue book for 1904? A.—Yes. 

Q.—Amongst the items of all other 
expenditure appears some agents’ bal- 
ances written off, $9,512; was that 
shown in the return you sent in to the 
Government? A.—Yes. 

Q.—That was treated in that way 
in that year? A.—Yes. 

Q.—During 1905 what happened re- 
garding agents’ balances? §A.—Cer- 
tain amounts were paid off and at the 
close of 1905 they were reduced to 
$6,546.35. 

Q.—That is the amount shown in 
Mr. Blackadar’s report, is it—his is 
$9,512? A.—That is the previous 
year. 

Q.—What he said was: ‘‘This com- 
pany had omitted from the expense 
items an item of $9,512 of advances to 
agents written off??? A.—It had been 
included in the statement under an- 
other heading. 

Q.—Under a heading of what, Sy- 
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nopsis of ledger assetsP A.—yYes, I 
think so. 

Q.—And he transferred it to the ex- 
pense column? A.—yYes, and it there 
appears in the printed returns. 

Q.—Then I should not have inter- 
rupted you? A.—At the close of 
1905 those advances had been reduced 
to. $6,546.35, for which the company 
hold a paid-up policy of $5,500, and 
on which no further premiums are to 
be paid, and two other policies 
amounting to $3,000. 

Q.—How is that shown in your re- 
turn for 1905? A.—The amounts hav- 
ing been writen off, they do not ap- 
pear in the return of the company; 
If these amounts are received by the 
company they will be credited in sub- 
sequent returns as amounts received. 

Q.—The item that you gave for 1904 
was written off? A.—Yes. 

Q.—Are the items for 1905 new ad- 
vances? A.—No, there have been no 
new advances made 

Q.—How is it when the item has 
been once written off that way you 
treat it as agents’ balances in your— 
A.—That is in the internal workings 
of the company; we do not take cre- 
dit for that as an asset in our return; 
some mercantile houses ‘would take 
them as bad debts. 

Q.—You had no doubt I suppose 


yourself that Mr. Cox was to have paid — 


that item and take Mr. Ames’ posi- 
tion and make an end of the trans- 
action? A.—I was under that ap- 
prehension. 

Q.—And Mr. Wood was under that 
apprehension? A.—Yes. 


Q.—And Sir Mackenzie Bowell? Ay 


—I am not sure about Sir Mackenzie 
Bowell. 

Q.—Mr. Cox differed from you, and 
he must be right, as the resolution 
says? A.—Yes; we conceded that he 
must be right. 

Q.—I suppose you would have to 
concede that, would not you, with the 
person that was in control of the com- 
pany? A.—Absolutely sd. 

Q.—If {the same transaction had 
happened with any person else who was 
not in control would you have given 
way on that item in that way? A.— 
It depends upon the person. 

Q.—Why would you say that? A. 
—The question about his character and 
so forth. 

Q.—You mean to say whether you 
think he is honest in the statement he 
is making as to what his understand- 
ing was? A.—The amount ultimate- 
ly will come to the company, and it 
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was not regarded as a serious matter. 

Q.—As a matter of delay in pay- 
ments? A.—Yes, more than anything 
else. We felt we were pretty well 
secured for these agents’ advances by 
the security which we had, and also 
through the retention of these agents. 

Q.—I see one of them has been re- 
paid? A.—yYes, two. have been re- 
paid. 

Q.—Then you have a paid-up pol- 
icy? A.—And $200 has been re-paid 
on another one, and the amounts will 


be gradually reduced. 


Q.—Did you show those items in 
your income and expenditure? A.— 
No, they would not show in the ex- 
penditure, the re-payments would show 
in the income. 

Q.—The payment back at the be- 
ginning of the year would show in the 
income? A.—No, the re-payments of 
moneys earned by the agents and cre- 
dited on their accounts would show as 
an income, it would go to reduce com- 
mission account, the general commis- 
sion account of the company. 

Q.—What I am saying is this, at 
the beginning of the year you say you 
would give a cheque to Mr. Cox, and 
at the end of the year he would give 
you a cheque? A.—Mr. Ames. 

Q.—Yes; would those appear in your 
income and expenditure items? 
—No. 4 

Q.—Why not? A.—The amount be- 
ing paid out at the beginning of the 
year by the company and being re- 
ceived at the end of the year would 
balance one another; take 1902— 

Q.—I think I follow you; the differ- 
ence between the two items would be 
included in the ordinary transactions 
of the company during the year, that 
is the difference between the cheque 
at the beginning of the year and the 
cheques at the— A.—The cheque at 
the end of the year would be increased 
again by the— ; 

Q.—By the regular transactions of 
the year? A.—Yes. 

Q.—But the cheque at the end of 
the year would not be at all the same, 
cheque as at the beginning of the 
year? A.—No. it would be the same 
as at the commencement ofthe next 
year. . * 
Q.—If that is so the items should 
have been inthe return? A.—lI think 
strictly speaking they should. 

Q.—-There cannot be any question 
about it, can there? A.—No. 

Q.—They were left I suppose just 
in the same way you have said, it was 
intended to get rid of those items for 
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the annual return? A.—yYes, and be- 
cause we had that guarantee. 

Q.—From Mr. Ames, during the 
time he was paying it, you were treat- 
ing it as Mr. Ames taking up his lia- 
bility at the end of the year? A.— 
Yes. 

Q.—And commencing again at the 
beginning of the next year? A.— 
Yes. - 

Q.—And Mr. Cox took'it up at the 
end of 1903, and as far as you are con- 
cerned you thought you were getting 
rid of it entirely? A.—Yes. 

MR. KENT: I suppose had no re- 
turn been necessary for the Govern- 
ment these transactions would never 
have taken place? A.—They might 
have continued until returns were re- 
quired by the Government. 

MR. TILLEY: And if none were 
ever required it would continue right 
along? A.—Right. 

MR. KENT: Q.—Would it be fair 
to say it was juggling? 

MR. TILLEY: Your Honor will be 
able to call it by its name when the 
time comes. 

Q.—I suppose if it was not for the 
annual return there would have been 
no guarantee by Mr. Ames even? A. 
—QOh yes. 

Q.—You think that was an arrange- 
ment that was made by Mr. Ames to 
raise the company in its initial work? 
A.—The guarantee by Mr. Ames was 
not made in the light of the Govern- 
ment return to Ottawa, but that guar- 
antes was made to recoup the company 
in the event of loss by the agent. These 
advances were special advances, and 
we felt we could not as a company 
make the advances unless we did re- 
ceive a guarantee for the return either 
from the agents or from Mr. Ames or 
some one. 

Q.—Have you told us all the trans- 
actions that took place now with re- 
gard to these agents’ balances? A.— 
That is all. 

Q.—There have been no transactions 
you have not disclosed to usP A.— 
No. 

Q.—Mr. Blake asked me to ask be- 
fore leaving that subject what was the 
object of making these advances to 
agents? A.—The object as stated be- 
fore was to retain in the company’s 
services men whg had proved valuable 
and profitable servants. If those had 
not been made to them there was a 
likelihood that they would have sought 
employment elsewhere, greatly td our 
detriment, through loss of business, 
loss of connection, and we felt that 
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through their future earnings the com- 
pany would be safe int making these 
advances. 

Q.—You thought it was a safe loan 
and a proper loan for the company to 
make? A.—Yes, under such circum- 
stances, and such as might be done by 
any other financial institution. 

MR. BLAKE: That is, the injury 
it would have been to the company by 
letting these good agents go to other 
employment? <A.—Yes. 

MR. TILLEY: It was a serious ef- 
fort on the part of the company to 
retain the agents? A.—Yes, they had 
met with some financial losses them- 
selves of a personal character. 

Q.—What was the financial stand- 
ing, Mr. Blake asks me to ask, of 
Mr. Ames at the time that arrange- 
ment was entered into for some time 


afterward? A.—In 1901 it will be well 


known to all that Mr. Ames’ finan- 
cial standing was first-class; he was a 
man I think of unquestionable wealth, 
and also during 1902 and part of 1903. 

Q.—Down to I think June, 1903? 
A.—May or June, and the guarantee 
therefore was not a flimsy guarantee, 
but was a guarantee of a very wealthy 
man at that time. 

Q —Have agents’ balances anything 
to do with rebating, are we getting 
near rebating when we are talking 
of agents’ balances? A.—Not these 
agents’ balances. 

Q.—In 1902 were any other advances 
or payments made by Mr. Ames to the 
company on account of the company’s 
expenses? A.—Yes. 

Q.—What nature was that transac- 
tion? A.—1902 there was an item of 
$35,000 paid into the company by Mr. 
Ames in order to assist in meeting 
some of the expenditures in connec- 
tion with the company. 

Q.—What nature would those ex- 
penditures be? A.—I will give you 
just an outline of the whole thing. 
There are amounts received in other 
years than that, and if you like I will 
give you the whole thing. 

Q.—Yes? A.—The Hon. Mr. Cox, 
J. W. Flavelle and Mr. Ames in 1897 
or at the commencement of 1898 very 


- generously, acting all together. paid to 


the company from time to time, ar- 
ranged to pay the company from 
time to time, moneys to assist in meet- 
ing some of the expenditures in con- 
nection with the establishment and 
the early history of the company. 
There was no obligation on the part 
of the company in connection with 
these amounts. The amounts were 
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paid into the company and it was left 
to the officers to determine to what 
expenses they should be applied in 
payment of or reduction. In 1898 
the amount received was $7,000; in 
1899, $10,000; in 1900, $5,000; 1901, 
$10,000; 1902, $35,000; 1903, $24,000. 
Since then no further amounts have 
been received. These amounts were 
received without, as I stated, any ob- 
ligation whatever on the part of the 
company in connection with the same, 
and we regarded them as being the 
outcome of most generous action, and 
of a most friendly spirit on the part 
of these gentlemen. 

Q.—The gentlemen were Hon. Sen- 
ator Cox, Mr. Flavelle and Mr. Ames? 
A.—Yes. 

Q.—The total of the payments would 
be how much? A.—$91,000 spread 
over a- period of seven years. 

Q.—Where would those sums be cre- 
dited in the books of the company? 
A.—They would be credited in reduc- 
tion of certain expenses like advertis- 
ing, officers’ salaries, agents’ commis- 
sions, travelling expenses and various 
items of that character, expense items. 

Q.—Have you the account here? A. 
—Yes. 

Q.—Couid I see it please? A.— 
Yes. In 1900 the amount of $5,000 
was credited to officers’ salaries. 

Q.—And it was credited on what 
date? A.—December 31st when it was 
received. 

MR. LANGMUIR: It was simply a 
credit in reduction ? A.—yYes, les- 
sened these expenditures so much. 

MR. TILLEY: That entry was for 
1900, probably we had better take the 
first 1897? A.—On December 30th, 
1898, there was $7,000 received and 
that was credited to officers’ salaries; 
on December 31st, 1899, the amount 
received was $10,000, and that was 
credited to officers’ salaries. 1900, 
$5,000 received, and that was credited 
to officers’ salaries; 1901, $10,000 re- 
ceived and credited to these accounts; 
agents’ travelling expenses, “$1,000; 
advertising, $500; printing and _ sta- 
tionery, $1,500; expenses of Agents’ 
Convention, $1,551.35; officers’ salar- 
ies, $5,000; medical fees, $448.65. In 
1902 there were $35,000 received, cre- 
dit as dividend on stock, $1,664.39; 
agents’ salaries, $1,740; commissions 
advanced to agents, $8,407.56; first 
year commission, $5,370; agents’ tra- 
velling expense, $2,220; advertising, 
$776; general expenses, $478; post- 
age, $663; printing and _ stationery, 
$2,431; officers’ salaries, $7,315; rent 
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and fuel, $1,362; taxes and licenses, 
$429; expenses of Agents’ Convention, . 
$1,341.05. In 1903 $24,000; commis- 
sion advances, $1,203.73. 

Q.—What does that mean, commis- 
sion to agents? A.—Yes, it is not in 
connection with advances you referred 
to. Agents’ salaries, $642; agents’ 
expenses, $917.42. First year com- 
mission, $1,446; general expenses, 
$408.79; printing and _= stationery, 
$728.48; postage, $260; exchange, 
$27.78; taxes and licenses, $100.15; 
officers’ salaries, $5,344.14; officers’ ex- 
penses, $303.15; office furniture, 
$255.75; advertising, $175.76; rents, 
$221.89; insurance books and papers, 
$12.50; and petty disbursements of the 
following offices: Vancouver, $300; St. 
John, $200; Ottawa, $50; Winnipeg, 
$50; Edmonton, $100; Halifax, $100; 
London, $50; that is the last. 

Q.—Would those items appear in 
your receipts and disbursements in the 
departmental returns? A.—They 
would go to reduce the expenses men- 
tioned. ; 

Q.—Then where the items of expense 
would appear in your return to the 
Government they were just so much 
less than they would have been had 
these items not been credited? A.—_ 
Yes. 

Q.—But you did not show the re- 
ceipt of the moneys in the income 
and the paying of it out in the ex- 
penditure? A.—No. 

Q.—That should be done, should it 
not? A.—It was regarded that it 
was immatcrial. ‘ 

Q.—Why? A.—It was not consid- 
ered at the time; it was money that 
was given to the company for a speci- 
fic purpose and applied in that way. 

Q.—You think that because it was 
a gift to the company ratker than the 
company’s real income that it was a 
thing that could possibly be treated 
in that way without being necessar- 
ily shown in the return? A.—Yes, 
it was a free gift. 

Q.—It was not part of the insur- 
ance companys’ returns or receipts, 
it was a pure gift to the company? 
A.—Yes, and the persons giving it 
had a right to indicate how they 
wished it applied. ; ; 

Q.—The parties paying it would 
have the right to say, ‘‘I give you this 
money to reduce that item of so much 
that appears in your books’? A.— 


Ss. 

MR. LANGMUIR: It showed ex- 
penditure that much less than it 
really was? A.—Yes. 
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MR. TILLEY: Q.—And I suppose 
it was done for the purpose of keep- 
ing down, those expendituresP A.— 
It was an exceedingly generous act, 
a thing that has never been done in 
Canada before, and we feel proud of. 
it, and whether it goes to reduce the 
expenses or treat it in any Other way 
it was all done for the benefit of the 
policyholders—$91,000 paid for their 
benefit and for no one else’s benefit. 

Q.—Answer the question I ask you; 
it was paid for the purpose I suppose 
of keeping down those items of ex- 
pense which are high in a new com- 
pany by persons who have the interests 
of the company at heart, if you want 
to add that to it, but that was the 
object of the payment? A.—Yes. 

Q.—The object of the payment was 
to keep down those items in the com- 
pany’s account? A.—Yes. 

Q.—It was not paid in as a premium 
on stock? A.—No, no obligation 
whatever on the part of the company 
to return it. 


Q.—And there was no call made by 
the company for it, because the com- 
pany could not call for it? A.—It 
was a voluntary gift. 

Q.—Was there any arrangement at 
the beginning of the year it should 
be paid, or was it paid at the 31st 
‘December when it was ascertained 
how large these items were? A.— 
Some time during the year it would 
be mentioned, I could not say whether 
it would be at the beginning or at 
the end, not likely at the end and 
not likely at the beginning. 

Q.—Would it be fair to say that 
item would be discussed when items 
were creeping up? A.—I don’t know. 

Q.—You have no recollection about 
that? A.—No. 

Q.—I suppose the subject of the 
company’s expenses would be discuss- 
ed very frequently by the persons in- 
terested in the company? A.—Yes, 
as all directors would discuss them 
from time to time in every business. 
_  Q.—And I suppose in a young com- 

pany it is one of the main objects to 
keep down these expenses as low as 
possible? A.—It has been our aim. 

Q.—Each year the money would be 
paid in at the end of the year? A.— 
Yes, 

Q.—And I suppose-the same ques- 
tion that was propounded before would 
be proper there, if there had been no 
return required there would have been 
no payment in? A.—Most certainly 
there would have been, because we 
have to make a return to our share- 
holders and policyholders every year, 
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and it is not for the purpose of any 
Government return, it was for the 
purpose of our financial statement in- 
dependent of Government return. 

Q.—You say it was a gift— 

MR. LANGMUIR: An absolute gift 
and nothing more. 

MR. TILLEY: An absolute gift 
made by these parties for the interest 
of the company? A.—Yes. There 
has been only one case in my recol- 
lection—I said there was none, but 
I do recollect of another case; I was 
reading a British Insurance Journal 
a short time ago and I came across 
a case where a gentleman had died 
and had left as a legacy to an insur- 
ance company a certain amount of 
money; that is the only parallel case. 

Q.—Have there been any other pay- 
ments made into the company than 
the ones you have told us about that 
are not disclosed in the ordinary re- 
turns or shown in the ordinary re- 
turns? A.—Not that I know of. 

Q.—AIl the others are shown in the 
ordinary way? A.—Yes. 

Q.—In the regular returns? A.— 
Yes. ; 
Q.—Have there been any payments 
out made by the company to any of 
these parties who made the payments 
in to the company other than the 
returns to Mr. Ames and Mr. Cox 
you spoke about at the beginning of 

each yearP A.—None whatever. 

Q.—There has been no return made 
to any of the parties who paid in those 
$90,000? A.—Not one dollar. 

Q.—Have you written up the values 
of any of the securities in your books? 
A.—We have re-valued our securities 
from time to time as other financial 
institutions have. 

Q.—Sometimes writing them up and 
sometimes writing them down? A.— 
We have re-valued them, sometimes 
the values appear increased and some- 
times decreased. 

Q.—Have you any list of cases where 
you have re-valued them in that way? 
A.—Yes, they are all disclosed in the 
Government return. 

Q.—There is an item of City of 
Kingston Debentures in 1897, when 
were they purchased, can you say? 
A.— 1897, 

Q.—What was paid for them? A.— 
This is the basis upon which they 
were valued. 

Q.—In the column marked ‘‘basis’’ 
vou have shown the basis on which 
they were valued, and opposite the 
City of Kingston Debentures you have 
34 per cent.? A.—That indicates we 
valued that security on that basis. 
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Q.—On the basis of paying 3} per 
cent.P A.—Yes. 

Q.—How much did that raise the 
value of the security in your books? 
A.— $4,785.84. 

Q.—It could not have been bought 
very long, because the company only 
commenced in 1897, and that would 
be re-valued at the end of the year? 
A.—Yes. 

Q.—So that the market value of that 
security could not have been much 
more than paid for it? A.—Yes, we 
secured those debentures on very fav- 
orable terms; at the commencement of 
the company with the capital received 
we purchased considerable volume of 
securities and we got them at a very 
favorable rate. You will remember in 
1897 the values of bonds and other like 
securities were high; at the end of 
the year we obtained the opinion of a 
responsible debenture broker, and it 
was on the basis of his opinion that we 
re-valued the security and placed that 
security at the amount at which it 
appears in our books. This is the 
opinion. 

.—You produce a letter from a 
broker, December 31st, 1897, that he 
could sell those bonds for you at a basis 
of paying 34 per cent. interest to the 
purchaser P A.—Yes; the brokerage 
firm was George A. Stimson & Com- 


_ pany. 


Q.—That appears to be a low rate of 
interest, but you’ explain it in that 
way? A.—Yes. 

Q.—At that time it was a price 
that could be obtained at any rate? 
A.—Yes, Toronto Electric Light Bonds 
they wera valued on the basis to 
yield 4.38, and that value was placed 
upon those bonds after receiving the 
advice of the same broker that they 
could be sold on that basis. 

Q.—Is it not 4 per’ cent.P? A.—It 
says between 4 and 44. 

Q.—Have you written up any others 
to any amount? A.—yYes, not to any 
considerable amount. I will be glad 
to give them all. In 1898 the Cana- 
dian Northern Railway Land Grant 
Bonds were written up to 4 per cent 
basis. It is well known that that 
security is well worth the value on 
that basis. In 1903 another block of 
Canadian Northern Land Grant Bonds 
were written up to a 4 per cent. basis. 
The same year Toronto Electric Light 
Bonds were written up to 43 per cent. 
basis; the same year the Sao Paulo 
Tramway, Light & Power Bonds were 
re-valued at a 5 per cent. basis; in 
1904 the Sao Paulo Tramway, Light 
& Power Bonds were revalued and 
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the value cut down to a 5% per cent. 
interest basis, and in the same year, 
the Electrical Development Bonds 
which we have placed in our books 
at $45,000, which included the stock 
which we received as a bonus for those 
bonds, were written down to a 6} per 
cent. basis. 

Q.—That was after you had some 
negotiation with the Insurance De- 
partment, was it, at Ottawa? A.— 
It may have been, I cannot recall that. 

Q.—You had some negotiations with 
them, had you not, about some of 
these values? A.—I think the last 
two we had. 

Q.—Did all the bonds that you wrote 


-up stay that way on your books ex- 


cept as you have indicated? A.— 
Yes. . 

Q.—You have mentioned there Sao 
Paulo Bonds, do you regard those as 
a proper investment under the In- 
surance Act? A.—Yes. 

Q.—By reason of what fact? A.— 
The Company being incorporated in 
Canada. 

Q.—But it carries on its business 
outside of Canada, do you think under 
the Act the place of incorporation is 
what governs? A.—There is no ques- 
tion about it, because the Act 
simply refers to where the company 
is incorporated. 

Q.—And it does not say, “And 
carrying on business in Canada,’’ or 

“carrying on the main part of its 
business in Canada’’? A.—No. 

Q.—Is that in your opinion a proper 
way to have that provision with regard 
to the company, do you think it is 
incorporation that ought to govern? 
A.—No, I do not. 


Q.—Would you think if a line is 
to be drawn at Canadian companies 
and other companies that Sao Paulo 
Company should be treated as an out- 
side company? A.—I do not quite 
appreciate your question. 

Q.—That is if an insurance company 
is to loan on Canadian companies 
should the Act in your opinion be word- 
ed so as’. to cut out such a company 
as the Sao Paulo Company? A.—If 
that is the intention. 

Q.—When did you first become in- 
terested in Sao Paulo either by pur- 
chase or loans? A.—In March, 1901. 

Q.—Tell me what transaction took 
place then? A.—I think it was a loan 
on the security—it is March 30th, 
1901. 

Q.—A loan of $70,000 on Sao Paulo 
Tramway Light & Power Company? 
A.---Yes. 
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Q.—The par value of the bonds was 
$140,000, and the amount of the loan 
was $70,000, and the loan was made 
through the National Trust Company ? 
' A.—It was made through the National 
Trust Company to the Sao Paulo 
Company. 

Q.—I see the rate of interest there 
is 6 per cent. plus one per cent. com- 
mission? A.—Yes, 7 per cent. 

Q.—Did you get that one per cent. 
commision each year that the loan was 
on your books? A.—Yes, each year. 

Q.—So that you were getting in real- 
ity for that loan 7 per cent. interest ? 
A.—Yes, 

Q.—Those $140,000 of bonds would 
be a portion of a block of Sao Paulo 
bouds that was mentioned the other 
day in connection with the Canada 
Life, I suppose, where certain parties 
had agreed to guarantee a loan on 
two millions of bonds? A.—Yes, the 
very same transaction. 


Q.—These parties had agreed to 
guarantee the loan, and then through 
the National Trust Company the trans 
action was carried out? <A.—Yes. 

Q.—The parties themselves getting 
one per cent. commission on the loan, 
and the National Trust Company, as 
we learned, getting four per cent., 
acting in the capacity it did, ast 
trustee? A.—That is the first time 
I have heard that. 

Q.—I thought that was mentioned 
the other day; you then made part 
of this loan through the National 
Trust Company in their capacity of 
procuring this loan for the Sao Paulo? 
A.—Yes. 

Q.—And you got part of some per- 
son’s commission? A.—We got 7 per 
cent. altogether. 

Q.—And you did not know, you say, 
where the One per cent. commission 
came from? A.—No; we never in- 
quired into that; I do not know 
whether we knew or not. 


Q.—You were suspicious anyway 
where that would come from? A.— 
T could not say. 

Q.—Did you know of Mr. Flavelle’s 
connection with that loan? A.—No, 
only in the capacity of President of 
the National Trust Company. 

Q.—That loan was made in March, 
1901, was there any other loan made 
by you at the same time? A.—No; 
excuse me, that loan to the Sao Paulo 
Company was made on December 19th, 
1900. The loan to which you refer 
as having been made in March, 1901, 
is the next one, the one below that. 

Q.—The loan to the Sao Paulo Com- 
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pany was on December, 1900? A.— 
Yes. 

Q.—And then the next transaction 
was an additional loan? A.—Yes, an 
additional loan to the National Trust 
Company, on the 2nd January, 1901, 
of $70,000; thus making the total loan 
$100,000. 

Q.—When the $30,000 was advanced 
was it agreed to advance $70,000 
more? A.—Yes. 

Q.—Why was it not all one trans- 
action, do you remember? A.—We 
had not funds at the time; the two 
transactions were welded into one in 
subsequent years. ; 

Q.—You loaned in that same year 
1901 $50,000 on those bonds, amounting 
to $56,000, to Mr. Flavelle? A= 
With the security of $56,000 in stock. 

Q.—Just tell what that transac- 
tion was, because I think there was 
some other privilege to the company 
in connection with that? A.—Yes; 
on March 30th, 1901, Mr. J. W. Fla- 
velle, not then being a director of the 
Imperial Life, was loaned $50,000 at 
54 per cent. on $50,000 of Sao Paulo 
Tramway, Light & Power Company 5 
per cent. first mortgage debentures, 
and 566 shares par value, $56,600 of 
the same company. The market prices 
of these securities amounted to $87,- 
500. The loan was made with the 
option of purchasing the bonds at $90,- 
000 with bonus of $10,000 of stock, 
providing such option was exercised 
on or before 15th December, 1901. The 
option was not then exercised. A re- 
newal of the loan was made for one 
year from the 15th December, 1901, 
at 54 per cent. on the same security 
with the option to the company to 
purchase the bonds at 90 and aecrued 
interest on or before 15th December, 


1902, accompanied by a bonus of $7,- 


500 of stock. This loan was paid off 
on the 2nd July, 1902, about five 
months before it matured, and the 
company exercised at that time the 
option in respect of the stock. The 
shares were sold for $7,912.50, being 
at 105 to 1064, and they were carried 
to profit on investment; the bonds 
were retained by the company and 
carried as an investment. 

Q.—So that the loan to Mr. Fla- 
velle was made on March 30th, 1901, 
and the loan through the National 
Trust Company to the Sao Paulo 
direct was made in December and 
January previous, two or three months 
before? A.—Yes. 

Q.—The loan of $100,000 was amply 
secured I suppose? A.—By $200,- 
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000 of bonds, the guarantee of the 
Sao Paulo Company. 

Q.—And the guarantee of the Na- 
tional Trust Company? A.—Yes. 

Q.—Behind the National Trust Com- 
pany there were other guarantors? A. 
—Yes. 

Q.—You knew that at the time? A. 
—Yes. 

Q.—I suppose you could have loaned 
as much more as you wanted to on 
Sao Paulo bonds in that year 1901 
of that issue of two million dollars of 
bonds? A.—We would have been 
very glad to have done so if we had 
the funds; we had no knowledge what- 
ever of a two million dollar loan 
though. . 

Q.—One million dollar loan on two 
millions of bonds? A.—I have no 
knowledge of any other loan than the 
$100,000 loan to us. 

Q—What occurred to me was you 
were loaning on the same bonds within 
a very short time at seven and at five 
and a half per cent? A.—Yes. 

Q.—With equal security? A.—Yes. 

MR. LANGMUIR: You say the rate 
Was Six per cent. and one per cent. 
commission? A.—Yes. 

MR. TILLEY: You got the seven 
per cent. each year? A.—Yes, we got 
seven per cent. each year. 

Q.—So that it was not a commission 
of one per cent. on the original ad- 
vance? A.—It was a seven per cent. 
investment to the company. 

Q.—What I was suggesting, and you 
can correct me if I am wrong, was you 
could have loaned more if you had 
wanted to at the seven per cent. rate 
on the same security? A.—Not that 
I know of. 

Q.—You did not know that? A.— 
No. 

Q —Mr. Morrow says that that first 
one was over-subscribed, but you after- 
wards loaned to the National Trust 
or Sao Paulo in the next year, again 
getting seven per cent. return at any 
rate? A.—Yes. 

Q.—Would not that indicate to the 
Commission that that was not a se- 
curity that had met with a very good 
reception at that time, and that a bet- 
ter rate for instance than five and a 
half per cent. could have been obtained 


on that security? A.—From Mr. 
Flavelle? 
Q.—Yes? A.—No, it was a very 


common rate for loans of that charac- 
ter, the interest rate of seven per cent. 
was an exceptional rate. 

Q.—It was not any more than they 
found themselves obliged to pay? A. 
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—We did not know that; we felt very 
happy in securing seven per cent. in- 
vestment; we thought it was a wind- 
fall. 

MR. BLAKE: He had only bonds 
in one case and bonds and stock in the 
other. 

MR. TILLEY: Had you bonds only 
in one case? <A.—Yes. 

Q.—And bonds and stock in the 
other? A.—Yes. but the bonds in one 
case amounted to double the amount 
of the loan, and the stock and bonds 
were only about double of the amount; 
the seven per cent. loan was equally 
as good as the security on the other. 

Q.—It was in reality better, I sup- 
pose? A.—I think better. 

Q.—Better security on the seven per 
eent. loanP A.—Yes. 

Q.—You bring that out so freely that 
it almost seems as though it were quite 
right that the seven per cent. was all 
you could get of it at that time, that 
you were getting all you could— 

MR. BLAKE: And five and a half. 


MR. TILLEY: And the five and a 
half all you could? A.—Yes. 


Q.—At the end of the year 1900-—? 
A.—I might just say in that same 
year, to indicate that the rate of in- 
terest which we were charging Mr. Fla- 
velle was the maximum rate for such a 
loan that we had made other call loans 
on somewhat similar security at the 
rate of only five per cent., which was 
then regarded as a maximum rate. 

Q.—I do not think I would have 


_ said anything about the rate he paid 


had the other transaction not been so 
close to it, and on the same security ; 
all you say is the seven per cent. one 
was just that much better? A.—Yes. 


Q.—That the other one was a good 
one? <A.—Yes. 

Q.—At the end of the year 1900 you 
had a loan on Sao Paulo of $30,000, 
hadn't youP A.—Yes. 

Q.—Was that shown in your annual 
return? A.—Yes. 

Q.—(Reads from blue-book); ‘‘The 
amount of loan secured by bonds, stock, 
and other marketable collaterals, $30,- 
000’’—was that the way it was en- 
tered, or was the collateral shown? 
A.—That is the way it was entered. 


Q.—The collateral was not shown at 
that time? A.—No, there does not 
seem to be any slip here indicating 
that—oh yes, there is, there are full 
particulars given of it here; this is 
a copy of the returns made to the go- 
ernment; you see there is no room 
there. 
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Q.—You say that loan in 1901 was 
on January 2nd, 1901? A.—Yes sir. 

Q.—Was it a time loan or a call 
loan? A.—It was a loan made to be 
repaid on the 3lst December, 1901. 

Q.—Was it specially stipulated it 
should be paid on the 3lst December? 
A.—I have the agreement here. 

Q.—The agreement is dated 19th De- 
cember, 1900, as to the $30,000 and is 
dated 2nd January, 1901, as to the 
$70,000; they are both on the printed 
form, and show that the obligation to 
repay was as follows: ‘“To repay the 
said sum at the expiration of one 
year from the day the said investment 
was made with interest payable half- 
yearly at six per cent. per annum as 
well after as before default’’—that first 
loan would mature on the 19th Decem- 
ber, 1901, and the second one on the 
2nd January, 1902? <A.—Yes. 

Q.—Have you the account here 
showing that loan? A.—(Produces in 
vestment ledger). We did not keep 
an investment ledger before this. 

Q.—You produce the investment led 
ger of the company? A.—Yes. 

Q.—Prior to the use of this ledger 
how was it? A.—Through the gen- 
eral ledger of the company. The in- 
vestments were small, and we did not 
then go to the expense of providing 
ourselves with an investment ledger. 

Q.—This appears on January, 1902, 
to transfer $64.11—what did that 
mean? A.—This is the interest col- 
umn you are looking at; it is a small 
adjustment of interest. 

Q.—That is some amount of inter- 
est that was left outstanling the end 
of 1901 I suppose; and then on the 
second there is a cheque for $100,000, 
so that would be a payment out to the 
National Trust Company of $100,000 
on January 2ndP A.—Yes; that is 
a renewal of the loan. 

Q.—Had you on December 31st re- 
ceived a cheque of the National Trust 
Company for that amount? A.—We 
had. 

Q.—How was it arranged you should 
get that on December 3lst? A.— 
The time that the loan was first made 
it was arranged that we should re- 
ceive repayment of the loan at the end 
of the year, it was expressly stipulated 
when making the loan that for the pur- 
poses of our bank account, not know- 
ing anything of the condition it might 
be at the end of the year that the loan 
should be repaid on the 31st Decem- 
ber. It often happens in loan com- 
panies, life companies and other in- 
vestment companies that investments 
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are made in anticipation of income, 
and we did not desire if it did happen 
that we had anticipated our income 
at the end of the year that our bank 
account should show an overdraft; as 
a matter of fact at the end of 1902 we 
would have had an overdraft if the 
loan had not been repaid on the 81st 
December. 

Q.—How about 1901? A.—We had 
a small balance, and also in 1903. 

Q.—Who made that arrangement? 
A.—I did. 

Q.—Although the printed contract 
says for a year you actually arranged 
that you should get the money back on 
the 3lst December? A.—Yes. 

Q.—Was that stipulated if you want- 
ed it, or was it baldly put, it must be 
paid? A.—It must be re-paid at the 
end of the year. 

Q.—Have you given us the whole 
reason for that, or was the annual re- 
turn to the government part of the 
reason? A.—The annual return to 
the government had absolutely no con- 
nection with it; we had returned to 
the government in previous years part 
of the loan to the Sao Paulo Com- 
pany, there is no reason whatever to 
hide it, it was a legal investment, and 
we were well within our rights. 

Q.—When thinking of the annual 
return to the government would it be 
in any way because you would not care 
to show so much money on that kind 
of security? A.—No; we have car- 
ried in our books for years the security 
of the Sao Paulo Tramway, Light & 
Power Company. 

Q.—I am suggesting that might be 
a reason why you would not want to 
carry any more than what you were 
showing in your books? A.—No, we 
have never been ashamed of the se- 
curity. 

Q.—Did you at the end of the year 
1901 when you found your balance was 
on the right side, let the loan run on? 
A.—We secured the return of the loan 
at the end of each year. 

Q.—Did you agree at the end of 
each year to renew it for the next 
year? A.—We did sometime prior to 
the close of the year. 

Q.—If your balance in the bank was 
right, and if you had agreed to renew 
it, why was it not just left standing 
instead of passing a cheque back, and 
you issue your cheque the beyinninug 
of the next year? A.—We desired 
the arrangement as originally made 
carried out. 

Q.—Why? A.—As a matter of un- 
derstanding, and for the further rea- 
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son that at the beginning of each year 
we secured a commission of one per 
cent. for the renewal of the loan. 

Q.—That is the one per cent. com- 
mission you spoke of before, you 
would get six per cent. interest and 
one per cent. commissionP A.—Yes. 

Q.—And by making it a definite re- 
newal each year it gave you an oppor- 
tunity to enforce the one per cent. 
commissionP A.—Yes. 

Q.—But that had been all agreed 
apes before the end of the year? A. 
—Yes. 

Q.—And it occurs to me if that was 
all arranged that the account could 
have been left as it was without trans- 
ferring cheques? A.—It could have 
been, but we did not desire it. 

Q.—You have given us the whole ex- 
planation? A.—yYes. 

Q.—The transaction’ was carried 
through in identically the same way 
at the end of 1902 and at the end of 
1903, and it was paid off in 1904? A. 
—Yes. 

Q.—And in 1908 the balance in the 
bank was in that shape that you 
needed that money to make it right? 
A.—Yes. 

Q.—Mr. Flavelle’s loan was made in 
1901, and when was it paid off? A. 
—You have the memorandum there, 
Mr. Tilley. 

Q.—You say made in 1901? A.— 
I think in July, 1902. 

Q.—At the end of 1901 was the loan 
to Mr. Flavelle on that stock shown 
in the blue book? A.—No, it was 
not. 

Q.—Why not? A.—It was repaid to 
us on December 31st. 

Q.—Why was that done? A.—I do 


not know why that was done. 


Q.—Mr. Blake was suggesting some- 
thing about the department, the per- 
nickettiness of the officer of the de- 
partment? A.—I cannot tell you 
why that was done; it was repaid on 
December 31st, 1901, by a cheque re- 
ceived from Mr. Flavelle. 


Q.—Mr. Flavelle gave you _ his 


cheque on the 3lst December, 1901? 
A.—Which we deposited in our bank 
on that date and we returned the 
amount on the 2nd January, 1902. 

Q.—When did you give him the 
cheque? A.—On 2nd January, 1902. 

Q.—Not on the 3lst December? A. 
=—No. 

Q.—It was not deposited on the 31st 
December? A.—No.> 

Q.—That loan was at that time a 


“current loan, it was not upon the 


same as the National Trust and Sao 
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Paulo? A.—No, it had no connec- 
tion with it. 

Q.—There was no such arrangement 
as you spoke of with regard to the 
loan through the National Trust Co.? 


A.—No. 


Q.—Did you arrange to get the 
cheque at the end of that year? A.— 
I have been trying to recollect the cir- 
cumstances and my memory will not 
carry me that far back, I cannot say 
anything further about it than that. 
The records show it was repaid on the? 
3lst December, and we re-made the 
loan on the 2nd January, 1902. 

Q.—You can put it this way, I sup- 
pose, that there is nothing you can 
suggest that affords a reason for that 
except the annual return? A.—I 
would not suggest that reason. 

Q.—Is there any other reason? A. 
—I would not suggest that reason. 

Q.—Let us eliminate that, you can- 
not suggest any reasonP A.—No. 

Q.—Eliminating that you cannot 
suggest any reasonP A.—I cannot 
suggest any reason. 

Q.—Was there any other loan that 
you were carrying at the end of that 
year that was treated in the same 
way? A.—I did not know that this 
was treated in this way till I looked 
it up yesterday. 

Q.—You knew it the same day I 
knew it? A.—It is not the practice 
of the company to have loans repaid 
on a special date for special pur- 
poses, such as the evasion of the Gov- 
ernment return. 

Q.—Let me ask you this, have you 
been making inquiry from any person 
else about that transaction? A.—No. 

Q.—There would be no person else 
in your office that would be able to 
give you that information? A.—No, I 
inquired from those in the office when 
1 saw that, I was not able to get any 
information. 

Q.—In the natural order probably 
you would not expect any person to 
be able to give you that information 
because it would be a transaction, 
would it, that you would be attending 
to yourself? A.—Well, the assistant- 
secretary, Mr. Pickett, might know 
about it. 

Q.—Mr. Pickett would hardly do 
anything without consultation with 
you about it? A.—No. 

Q.—So that you ought to remember 
it? A.—I should know all about it. 

Q.—But you say you cannot bring 
it back to memory at all? A.—There 
are a great number of transactions 
in the year, 
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some of a similar kind, not exactly 
on the date to which you refer, but 
running through the year; there are 
a great number of transactions of a 
financial character, and it is impos- 
sible to remember the reason why a 
loan was made to-day and re-paid to- 
morrow. 

Q.—That loan, I just point out once 
more, was made on the 19th December, 
1901, was it a call loan or time loan? 
A.—No, it was a time loan. 

Q.—So that it was for a year, and 
that would be bringing it in during 
the year— 

MR. BLAKE: It was for a dis- 
tinct period. 

MR. TILLEY: I think it was on 
the agreement, Mr. Bradshaw A. 
—I have to put all the facts before 

ou. 

: Q.—I think you stated that, and 
that is what I gathered from the min- 
utes, that it was a transaction where- 
by the loan was for a certain time, a 
year, and there was an option on the 
stock for the year up to 19th Decem- 
ber, 1902? A.—Yes. 

Q.—So that it was a current trans- 
action at the end of the year; did 
you answer the question as to whether 
there were any other loans that ex- 
isted at that time that were treated 
in the same or any similar manner? 
A.—Not that I know of. 

Q.—At the end of 1901? A.—Or at 
the end of any year. 

Q.—Everything of that nature is 
embraced in the two Sao Paulo trans- 
actions, and you have explained all 
there is to be said about those two? 
A.—Yes. 

Q.—Then there was a transaction in 
1903 which is referred to in the min- 
utes of your company regarding that 
loan of ‘$152,756.87 ; have you personal 
knowledge of that transaction? A.— 
Yes. 

Q.—Where is it first referred to in 
the minutes—I think it is referred to 
at page 614 (Of the company’s return 
to questions sent out by Commission) ? 
A.—Yes. 

Q.—There the transaction reads this 
way: ‘“‘The Purchase of the under- 
mentioned shares was approved, 234 
British America at 85, $9,945; 736 
Western Assurance at 85, $25,024; 
500 Ontario Bank at $121.76, $60,- 
881.86; 250 Dominion Coal at 72 2-3, 
$18,165.34; 430 Twin City at 90, $38,- 
742.67, total $152,758.87—that shows 
in the minutes a purchase of those 
stocks on that date? A.—Yes. 
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Q.—Of those stocks Dominion Coal 
and Twin City were unauthorized ? 
A.—Yes. 

Q.—I think the date of that was 
June Ist, 1903?) A:Yes; 

Q.—Was that the first unauthorized 
stocks the company had purchased, do 
you know? A.—WNo. 

Q.—What previous had you _ pur- 
chased ? A.—We had loaned in 
October, 1902, on the bonds of the 
Dominion Iron & Steel Company, the 
shares of the Dominion Coal Co. in the 
early part of 1903, we had purchased 
the bonds of the Canada Atlantic 
Railway Company in 1903; and we 
had purchased the bonds of the 
Dominion Iron & Steel Company, 1903, 
previous to that. 

Q.—You I suppose were entirely of 
the opinion at this time that Dominion 
Coal and Twin City so far as your 
company was concerned was unauthor- 
ized? A.—Yes, 

Q.—There was no question that 

could be raised about those, you were 
not then carrying on business in the 
United States? A.—No. 
_ Q.—And would have no authority to 
invest in an electric railway there; 
now was that transaction entered in 
your books at that time? A.—As a 
purchase. 

Q.—How would that be showny A. 
—I can show you the entry in the book. 
(Shows entry in book). Each one was 
entered. 

Q.—Each security would be entered 
on a separate page in the investment 
ledger number one? A.—Yes. 

Q.—And, for instance, Twin City 
Rapid Transit Company appears at 
page 64. It is headed, ‘‘Description 
of security, 480 fully paid shares of 
common stock, par value $100, certi- 
ficate numbers so-and-so, 400, certifi- 
cate number—30 shares, 30, making 
430 shares. It gives par value, rate 
of interest, and where it is payable, 
and the amount for which it is pur- 
chased, yielding a certain rate; these 
yield 5.55 per cent; that is an account 
that you keep where you buy the se- 
curity and not where you loan it? A. 
—Yes:, stocks owned. 


_Q.—And then you have another por- 
tion of the same book for loans on 
stocks and bonds? A.—Yes. 

Q.—The first entry here is 1903, June 
10th, to cheque, anl there is a debit 
item of $11,700, and then an item of 
$27,042.67 on June 12th, and then on 
June 26th there is a transfer to folio 
64, $38,742.67? A.—It was very 
shortly after the transactions recorded 
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in the minute book of the company. 

Q.—Apparently the transaction was 
recorded on June lst? A.—In error. 

Q.—I was now fixing the dateP A. 
—Yes, June Ist. 

Q.—And then it appears here as 
June 10th, then June 12th, and June 
26th? A.—Yes. 

Q.—On June 26th where was it 
transferred to? A.—To this account, 
which embraces all of the securities 
contained— 

Q.—Instead of making it a separate 
account on page 64, it was put in 
another account on page 65, special 
investment account? A.—Yes. 

-Q.—And does that contain all the 
items I have spoken of? A.—Yes. 


Q.—And that is still an account for 
stocks purchased? A.—lIt was closed 
up before the end of 1903 by sales of 
certain securities. 


Q.—I was simply asking you that, 
that that is an account in the books 
as stocks you ownP A.—Yes. 


Q.—And the mistake you referred to 
a moment ago was that the mistake of 
entering each one of these under a 
separate heading? A.—No, the mis- 
take was of entering it as a purchase 
whereas it should have been entered 
as a loan in accordance with the terms 
of the agreement that was entered in- 
to at the time, and it was passed at 
the meeting in question, which we had 
better show you. I thought I had 
the agreement, but I find I have not 
got it here. I will endeavor to get it 
for you. 


Q.—What do you say, that on that 
first day of December there was a writ- 
ten agreement? A.—At the meeting 
at which the minute is recorded. 

Q.—That is the minute June Ist, 
1903? A.—Yes; there was an agree- 
ment submitted referring to the trans- 
action. The agreement was signed 
by Hon. Mr. Cox. These shares were 
shares of Mr. Ames and Mr. Cox, in- 
stead of making the loan to Mr. Ames, 
the loan was*made to Mr. Ames and 
guaranteed by Senator Cox through 
this agreement that I refer to, and the 
agreement goes on to recite that these 
stocks are to be re-sold from time to 
time on Mr. Cox’s instructions, and 
the amounts to be credited on account 
of the loan. The loan was to be for 
two years or less according as the 
stocks were disposed of. The agree- 
ment called for a payment of interest 
on the loan, outstanding balance of 
the loan, 6 percent. - 
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Q.—You say that that agreement 

was signed, sealed and executed on the 
Ist June? A.—It was signed, I am 
not quite sure about sealing. 
- Q.—Signed and executed? A.— 
Yes, on the first June submitted to the 
meeting and initialed by the Chair- 
man. I thought I had the agreement 
here, but I am mistaken in that. 

Q.—The persons present at that 
meeting are Dr. Eccles, Hon. S. C. 
Wood, H. N. Baird, Mr. Ames and 
yourself? A.—Yes. 


Q.—The meeting of the Executive 
Committee on June Ist, 1903? A.— 
Yes. If you refer to the minute of 
December 30th, 1903, ycu will observe 
that there is a minute correcting the 
minute entered on te books on the 
lst June, 1903. 


Q.—The minute y a now refer to 
reads this way: ‘Authority was 
granted to amend a minute under date 
of June Ist, 1908, and set forth on 
page 356 of the Minute Book as fol- 
lows: Instead of the minute reading 
thus, ‘the purchase of the undermen- 
tioned shares was approved.’’’ And 
then the minute sets out those shares 
that I read before and the resolution 
goes on to say :—‘‘The minute to read 
as follows: ‘loan to Hon. G. A. Cox at 
6 per cent. of $152,768.87 on the se- 
curity of the following stock.’’’? And 
then it sets out the stocks, giving the 
number of shares, the price and the 
total just as it did for the purchase? 
A.—Yes. 

Q.—It says, ‘‘Loan to the Hon. G. 
A. Cox of $152,768.87 was reported to 
have been paid with interest?’ A. 
—Yes. 

Q.—So that the entries in the books 
with respect to the note of the trans- 
action were altered after the_ stocks 
had been sold and the loan repaid in 
that way? A.—That is when the 
minute was entered. At the same time 
the company treated the transaction 
as a loan, a few days after the loan 
had been made. 


MR. BLAKE: Senator Cox himself 
within 21 days began to sell these very 
securities. 

MR. LANGMUIR: Did you consider 
it a purchase yourself? A.—I did 
not. I knew it was a loan because I 
had before me at that meeting the 
agreement of Senator Cox, which 
agreement fully sets forth that the 
transaction was a loan and not a pur- 
chase by the company. 

MR. BLAKE: And it guaranteed 
his payment of it? A.—Yes, these 
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stocks were Mr. Ames’ stocks and we 
did not care to make the loan to Mr. 
Ames at that time. We did make the 
loan on the guarantee of Senator Cox. 
It was a clerical error in recording the 
minutes. ' 

MR. TILLEY: Do you say that 
from the commencement of that trans- 
action down to the end it was never 
regarded as a purchase in your office 
by any person? . A.—I cannot say 
by any person. I can only say by 
the officers of the company. 

Q.—Any person who had a part in 
the negotiation P A.—None what- 
ever. ; 

Q.—It' was from the first a loan to 
Mr. Cox so far as the executive offi- 
cers of the Association treated it? A. 
—Yes, it is one of those things that 
will happen in any office or at any 
meeting. A clerical error-was made. 

MR. MALONE: It was not a loan 
to Mr. Cox, it was guaranteed by him. 

MR. BLAKE: It was guaranteed 
by Mr. Cox and is it not the case that 
within 21 days he began himself to 
sell these securities? A.—Yes. 

MR. TILLEY: Let us see just what 
it is. Here is the resolution that was 
carefully drawn to fix it right? A.— 
Yes. 

Q.—And this says, ‘‘loan to the Hon. 
G. A. Cox at 6 per cent?’?’ A.—Be- 
cause he signed the loan agreement. 

Q.—So far as the Imperial was con- 
cerned, it was a loan to Mr. Cox? 
A.—The securities were Mr. Ames’ se- 
curities. We knew that, and instead 
of granting the loan to Mr. Ames as 
we were asked to do, we made the loan 
to Senator Cox. 

Q.—Then the loan was to Senator 
Cox? A.—On Mr. Ames’ securities. 

Q.—So that Mr. Ames put in the 
securities and Mr. Cox hypothecated 
them with you by signing the hypo- 
thecation contract? A.—yYes. 

Q.—Was that an ordinary form of 
hypothecation contract? A.—No, it is 
the special agreement to which I re- 
ferred. 

Q.—Have you any form of hypothe- 
cation contract that you use? A.— 
Yes. 

Nee was not used in this case? A. 
“No. 

Q.—Why would not that be used as 
well as this contract? A.—Because it 
would not be applicable to the case. 

Q.—Were there any special pro- 
visions in the contract except what you 
have told us about? A.—No, those are 
the main provisions. If there were any 
special provisions I cannot recall them. 
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Q.—Mr. Blake suggested that Mr. 
Cox immediately afterwards or almost 
immediately afterwards commenced 
selling these securities? A.—Yes, I 
think on the 26th day of June, or 
about 24 days after the loan was made. 
Some of these were sold on the 24th of 
June. 

Q.—By whom? A.—By the company 
on the instructions of Senator Cox. 

Q.—Sold through whom? A.—Brok- 
ers. 


Q.—Various brokers? A.—Yes, you 
will see the names here. 

Q.—Then during 1903 were all the 
shares sold? A.—AIl of them. 


Q.—Did they appreciate after they 
came into your possession or were they 
sold at prices at which they stood in 
the market when you received them? 
A.—I would like to make an explana- 
tion there. As a further evidence that | 
the transaction on its face was a loan © 
and not a purchase, the securities at 
the time had a market value of $170,- 
480, whereas the amount loaned on 
them was but $152,000. We did not 
notice the trend of the market as the 
securities were sold, because we were 
not interested in that. We sold on in- 
structions, always receiving, when we 
released the stock, the amount at least 
that. we loaned against such stock. 

Q.—How did you receive your in- 
structions, verbally or by letter? A. 
—Verbally. 


Q.—From day to day as a sale would 
be made, I mean, or was it a general 
authority to sell? A.—No, from time 
to time. 


Q.—And you say that an agreement 
which you can produce was actually 
entered into on June Ist? A.—Yes, 
and was presented at the meeting and 
signed by the Chairman, at the meet- 
ing on the date at which the meeting 
was held. 

Q.—And there was never any change 
in the arrangement from that day on? 
A.—No. 

Q.—When was that account closed 
out? A.—The 29th of December. 


Q.—1903? A.—Yes, the same year. 
Q.--By all the stocks being sold? A. 


—Yes. 

Q.—And what was the amount that 
was in your hands at the end of that 
transaction after paying the loanP A. 
—$6,261.47. 

Q.—So that there was some $6,000 in 
your hands at the end of that transac- 
tion? A.—Yes, after taking credit for 
the interest of the loan. 
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Q —How long did that remain on 
your hands? A.—No length of time. 

Q.—When was it paid out? A.—The 
same day that the last transaction was 
made. 

Q.—Before or after this resolution? 
A.—What is the date of the resolu- 
tionP — 

Q.—I think it is the 80th day of De- 
cember, 1903? A.—I cannot say the 
date. 

Q.—Won’t your books show? A.— 
The 29th December. 

Q.—On the 29th December the 
poe for the balance was given? A. 
—Yes. 

Q.—Had you up to the 29th Decem- 
ber kept in your books the whole pro- 
ceeds of the sales of the securities? A. 
—Yes, we had. ; 

Q.—No money had passed through 
Senator Cox’s hands or remained with 
him? A.—No. 

Q.—Then who was that money paid 
to, Senator Cox, or Mr. Ames? A.— 
Senator Cox. 

Q.—By a cheque of the company to 
him on the 29th December? A.—Yes. 

Q.—Then why was it, if the fact be 
as you say, that it was originally a 
loan, that it was not entered that way 
when you found the first mistake and 
carried into the ‘‘stocks loaned upon’’ 
part of the book? A.—yYou will notice 
the heading of this: it is called ‘‘spe- 
cial investment account.”’ 

Q.—Can you say why that was still 
continued in the portion of the book 
that was used for stocks owned rather 
than stocks loaned on? A.—It has 
been said that it was for the purpose 
of convenience. The transaction was 
a large one and the pages in the other 
part of the book were not suitable for 
the keeping of the account. 

Q.—When did you first know that 
this mistake was made? A.—Immedi- 
‘ ately that the transaction had gone 
through. 

Q.—When do you say that it went 
through, then? A.—June Ist, 1903. 

Q.—You knew then that the minutes 
were wrong? A.—No, no, I did not 
know that the minutes were wrong. 

Q.—When did you first know that 


there was something wrong about the - 


transaction, either in the method of 
keeping the books or in the resolu- 
tion that was in the minutes, when 
did you first know that something 
had gone wrong? A.—Nothing had 
gone wrong so far as the company 
was concerned. 

Q.—A resolution had to be amend- 
ed? A.—yYou will find several resolu- 
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tions amended in our books. It hap- 
pens in every company. 

Q.—I am not saying it does not, 
but when did you first find there was 
some mistake or something wrong with 
this? A.—I cannot tell you. 

MR. BLAKE: Did not the auditors 
call your attention to it? A.—Yes, 
they did. That was in December. 
“The minute of December 30th, 1903, 
amending the minute of June lst, 
1908, was made, it is believed, when 
the auditors directed the attention of 
the company to the error in the last 
mentioned minutes.’’ The corrected 
minute should have been passed at the 
meeting immediately preceding that 
of June Ist, 1903, but it appears to 
have escaped notice until the audi- 
tors directed attention to the error. 
It is the practice of the auditors to 
call attention before the close of the 
year to any clerical errors noticed by 
them in the minutes. 

MR. TILLEY: Who prepared this 
statement of the transaction? A.— 
I have. 

Q.—Why do you say there ‘‘it is 
believed???’ Have you any recollection 
of it at all or is that the sort of thing 
you would expect to have happening 
and therefore put it in that way, you 
do not say absolutely that that was 
the way it happened? A.—I' may 
have known the mistake in the min- 
ute some time prior to December 30th, 
1903, and it may be that I should have 
called attention to it. 

Q.—Did you -know about it before? 
A.—I cannot tell. 

Q.—Then you cannot in any way 
indicate how this mistake was discov- 
ered? A.—Unless it was by the audi- 
tors. 

Q.—Although you do say you may 
have known about it before? A.—I 
may have known about it before. 

Q.—Did you enter up the minutes 
in the Minute Book? <A.—No. 

Q.—Who does enter them? A.—A 
clerk in the office. 

Q.—From what? A.—From_ the 
Agenda. 

Q.—Have you the Agenda Book 
here? A.—wNo. 

Q.—Would-there be anything in the 
Agenda Book that would relate to 
that? A.—The minutes are an exact 
copy of the agenda. 

Q.—Then that Agenda Book would 
be.a book in which the entries would 
be made by Mr. Ames? A.—Yes. 

Q.—Because he was the Chairman of 
that meeting? A.—Yes. 

Q.—Then I think we should have the 
Agenda Book and the agreement in or- 
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der to make the records of the trans- 
action complete. Can we get them this 
afternoon, because I would like to 
close that transaction? A.—I think 
sO. 

Q.—Then, on the same date, De- 
cember 31st, 1903, there is an entry in 
the Minutes:—‘‘authority was grant- 
ed to purchase $50,000 debentures of 
the Toronto Savings and Loan Com- 
pany debentures bearing interest at 4 
per cent. yearly as follows, $20,000 to 
mature Ist July, 1907; $20,000 to ma- 
ture Ist July, 1908, and $10,000 to 
mature Ist July, 1906, the purchases 
to date from the 21st day of May, 
1903, with the guarantee of the Hon. 
Mr. Cox that an additional 2 per 
cent. interest half yearly shall be paid 
on such debentures.’’ That transac- 
tion appears perfectly clear in the 
minutes, that the company was buy- 
ing the debentures at a rate that 
would pay the company 6 per cent. 
interest. That was the idea, was it? 
A.—Yes. 


Q.—Then the next minute relating 
to that was on what date, do you re- 
member? I think it was page 330 of 
the other book. The entry that I have 
just read is from the minutes of the 
meeting of December 30th, 1903, which 
was the same meeting that I referred 
to before. Now the next minute re- 
lating to that is recorded in the Ex- 
ecutive Committee Minutes of De- 
cember 29th, 1905, page 330. The per- 
sons present at this meeting of 1905 
were, the Vice-President, S. C. Wood; 
Mr. Eccles, Mr. Malone, Mr. Morrow, 
Mr. Moore, the Managing Director, 
and the Secretary. I see this reso- 
lution there :—‘‘Moved by Mr. Wood, 
seconded by Mr. Moore, that the 2 per 
’ cent. charged in addition to the 4 per 
cent. on the Toronto Savings and Loan 
Company’s debentures of $50,000, 
amounting to $2,000, be written off; 
that the 2 per cent. be not charged 
since December 31st, 1904, and that 
4 per cent. be the rate of interest 
claimed in the future. Carried.’’ Will 
you explain that transaction? A.— 
In regard to the rate of interest? 


Q.—Well, that is the thing that 
stands out prominently in that resolu- 
tion. that a certain rate was agreed on 
when the debentures were purchased. 
an additional 2 per cent. to be paid by 
Mr. Cox, in December, 1903, and then 
at the end of 1905 $2,000 of this sur- 
plus interest was written off, represent- 
ing the surplus from the end of 1904. 
A.—At the time these debentures were 
purchased the company had an over- 
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draft at the Bank and it was paying 
6 per cent. on that overdraft. 


Q.—You are speaking now of the in- 
Surance company, not the provident 
company? A.—The Imperial - Life. 
And in taking these debentures the 
directors stipulated with Senator Cox 
that there would be 6 per cent. paid, 4 
per cent. on the debentures and 2 per 
cent. additional. That interest was 
paid up to the end of 1904. After that 
Senator Cox thought that that extra 
rate of interest should not continue. 


_Q.—When did that first come up for 
discussion, that that should not con- 
tinue? A.—When the half year’s in- 
terest on the debentures fell due in 
1905, I think about the Ist of July, 
The question came up at the time that 
the interest fell due. 


Q.—Some time earlier than this sec- 
ond resolution? A.—Yes, and the 
amount of the extra interest was not 
paid then. It was allowed to stand, 
and at the close of the year the direct- 
ors in reviewing the transaction de- 
cided that they would cancel the extra 
2 per cent. 

Q.—Do I understand that the trans- 
action worked out this way, that in 
1904 Senator Cox paid the bonus in- 
terest of 2 per cent. during the whole 
of 1904? A.—Yes. 

Q.—It was actually paid? A.—Yes. 

Q.—And received by the company? 
A.—Yes. 


Q.—No complaint or discussion of 
the transaction then as to making any 
change? A.—No. 

Q.—Then at the end of the next pay- 
ment. period, under the debentures of 
the Toronto Loan Company, Senator 
Cox thought he should be relieved from 
this 2 per cent? A.—From that obli- 
gation. 

Q.—He not only thought he should 
be relieved of the obligation, to pay 
what was then due, but he suggested 
that he should have returned to him 
the money, the 2 per cent. that he had 
paid during 1904? A.—No, there is 
no suggestion of that character made. 
Nor was the money repaid to him. 


Q.—I thought this read so? A.— 
Since December 30th, 1904, I think. 
To be not charged since the 31st De- 
cember. The 2 per cent. applied only 
until the 3lst December, 1904, but not 
after that date. 

Q.—What was the $2,000 that was to 
be written off? A.—That was the 
amount of the 2 per cent.—no, that is 
an error that I have made. That 
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$2,000 referred to the interest from 
the 3lst December, 1903. 

Q.—I had it in my mind that it was 
another year besides that half year? 
A.—Yes, that was it. 

Q.—Then see if we understand it 
now. ‘There has been a year’s interest 
at the rate of 2 per cent. bonus paid 
that he was getting back? A.—It had 
not been paid, it had been allowed to 
accumulate. ‘ 

Q.—Have you. the account here? A. 
There is no entry made of that extra 
2 per cent. in our books. 

Q.—That account does not seem just 
to show it as clearly as you rather ex- 
pected? A.—WNo. 

Q.-——You will probaby get a state- 
ment of that by Monday morning, and 
let us have that agreement and the 
Agenda BookP A.—Yes. 


(At 4.30 p.m. on Friday, 8th June, 
adjourned to Monday, llth June, 
1906, at 10.30 a.m.) 


THIRTY-NINTH DAY. 
MORNING SESSION. 
Toronto, Monday, June 11, 1906. 


—Examination of Mr. Bradshaw 
continued : 

MR. BRADSHAW: Before pro- 
ceeding may I make a short state- 
ment ? 

MR. TILLEY: Yes. A.—There is 
one mattér to which I would like to 
.refer, which, judging from some of the 
newspaper reports, was not fully 
seized by the representatives of the 
press, of which I myself must have 
been at fault in making very clear. 
During the time that Mr. Flavelle 
held the fiduciary position of Vice- 
President and Director of the Im- 
perial Life he never sought or re 
ceived a loan from it. The loan was 
made to Mr. Flavelle, $50,000, se- 
cured by bonds and stocks, the market 
value of which was about $80,000, and 
carried with it an option to the com- 
pany to purchase the bonds loaned 
upon, together with the bonus of part 
of the stock. This option was exer- 
cised by the company, and yielded the 
company in addition to the interest 
of 54 per cent. on that loan a cash 
profit of $7,912. The loan was made 
to Mr. Flavelle after he ceased to hold 
an office with the Imperial Life. I 
would like the representatives of the 
Press to be good enough to see that 
this statement is given due promin- 
ence in their reports. 
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Q.—I think that is just repeating 
what you said on Friday, because I 
think you made it abundantly clear 
then that Mr. Flavelle at the time 
that loan was made to him had ceased 
to be an officer of the company or to 
take that active interest in the com- 
pany you had spoken of before? A.— 
Yes. 

Q.—Does that complete what you 
wanted to say? A.—Yes. 


Q.—Then you were to go into the 
accounts relating to the loan on the 
shares of Ames & Company, and you 
were to produce the agreement, this is 
the agreement, is it? A.—yYes, that 
is the original agreement. 

Q.—Do you desire to keep the orig- 
inal, is it any further use to youP A. 
—The transaction has been termin- 
ated in 1903, but we of course like to 
keep the original documents. 


Q.—There are some memoranda on 
this original, and I think we had bet- 
ter put the original in? A.—Very 
well. (Agreement marked Exhibit 
221.) 


Q.—I think you said that the loan 
was made at the meeting when Mr. 
Ames was ChairmanP <A.—Yes. 


Q.—And what position did he occu- 
py in the company at that time? A. 
—He was President of the company. 


Q.—Had the matter been discussed 
before the meeting? A.—Not to my 
knowledge. 


Q.—And do you remember what 
took place at the meeting—can you 
tell me from memory, or is it passed 
out of your memory to some extent? 
A.—It is not very clear in my mind. 

Q.—Was this agreement, exhibit 
221, produced at the meeting? A.— 
Yes, that agreement was produced and 
I noticed on it that it is initialled by 
the Chairman of the meeting as ac- 
cepted. 


Q.—It is marked A., that is ap- 
proved and initialled by Mr. Ames? 
A.—Yes. 


Q.—It was produced, I suppose, by 
Mr. Ames? A.—I believe so. 

Q.—And was then signed by Mr. 
Cox? <A.—It had been signed previ- 
ously. 

Q.—Then was there any memoran- 
dum in the Agenda book regarding this 
transaction? A.—No, that was the 
basis of the entry in the minute book. 

Q.— This document was jnitialled by 
Mr. Ames, and that was the whole 
record that was made at the meeting? 
A.—Yes. 
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Q.—Then that was entered up in 
the minute book afterwards as a pur- 
chase, as we saw on Friday? A.— 
Yes. 


Q.—Was there any understanding 
arrived at at the meeting excepting 
as is shown in this agreement? A.— 
No. 


Q.—The whole arrangement is con- 
tained in this document? A.—Yes. 


Q.—I notice a certain purchase 
price opposite stocks at the foot of the 
memo, but that is not the amount at 
which the stocks are placed in the 
minute that was afterwards entered 
up in the minute book? A.—No. 

Q.—Was ‘that the jresult of any 
change in the plans made at the meet- 
ing? A.—I cannot recall that, but I 
would think that the amount $170,746 
is referred to as the market price at 
the time the loan was made. 

Q.—This agreement reads in this 
way: “I hereby guarantee—it is dat- 
ed first June, 1903—re-payment to the 
Imperial Life Assurance Company,’’ 
etc. (Reads Exhibit 221). Were those 
prices that are under the heading 
Market price, the prices that were 
current on the exchange for these se- 
curities at that time, do you know? 
A.—Yes. . 

Q.—Have you compared them to 
ascertain that? A.—Yes, I have. Our 
meetings are invariably held in the 
afternoon. 

Q.—At what hour in the afternoon ? 
A.—Three o’clock, so that these mar- 
ket prices would be probably the quot- 
ations in the morning of June first or 
of the day previous. 


Q.—That would be May 31st? A. 


—If 31st is not a Sunday. 


Q.—May 3lst was a Sunday? A.— 
Then May 380th. 


Q.—May 30th probably there was no | 


exchange, was not the stock exchange 
closed on some Saturdays? A.—Some- 
times on Saturdays the Stock Ex- 
change does not open. 

Q.—I notice the last quotation is 
May 29th. 

MR. GEARY: The 30th is Decora- 
tion Day in United States so that the 
exchange would be closed. 

MR. TILLEY: ‘So that the last 
quotation before the morning of June 
Ist would be on May 29th? A.—yYes. 

Q).—Taking the exchange for that 
day the British America Assurance 
Company is the first one here; I notice 
the closing quotation on May 29th was 
90 bid, and June Ist 88 bid, and here 
the market price is put down as 90, 
so that would appear to be the closing 
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bid quotation on May 29th? A.— 
Yes, and the loan price was 88. 


. Q.—Or 5 points: below the current 
market price? A.—Yes. 


_—Western Assurance Company, 
closing bid quotation on May 29th was 
891, and June Ist 88, for which the 
market price shown is a little above 
either of those, being 90? A,—And 
the loan price was 89. ; 

Q.—If the market price was 88 as 
the closing quotation on June Ist, 85 
would be rather a high loan on that? 
A.—Yes, on that particular stock, but 
then there were other stocks in which 
the margin was much greater than 
that. Ys 

Q.—Do you regard a stock in a fire 
insurance company as being a good 
stock to loan on? A.—Not referring 
in particular to any one company, I 
think that a fire insurance stock 
should never be purchased or loaned 
upon by a life insurance company. 

Q.—You think a fire insurance com- 
pany should not be a security in which 
they should be authorized to deal in? 
A.—No: 

Q.—Why do you say that? A.—Be- 

cause fire insurance companies are sub- 
ject to too great fluctuations. 
-Q.—Would you at that time have 
recommended a loan to any other per- 
son on fire insurance stock on a mar- 
gin say of ten points evenP A.—It 
would depend a good deal upon the 
person, it would be questionable. 

Q.—Have you ever loaned except, 
in such a transaction as this up to 
within ten points of the market price 
—do you not always require at least 
a ten point marginP A.—Yes, I think 
so, the practice is to require at least 
ten points, if not more. 

Q.—And as a stock in a fire insur- 
ance company you would be very par- 
ticular to see you had that margin in 
ordinary cases? A.—Yes, but where 
the stock is associated with other 
stocks and the margin is quite wide 
in the other cases that would be taken 
into consideration. 

Q.—I suppose that is so, because 
where you have a variety of stocks 
there is a chance for improvement in 
the others? A.—Yes. 

Q.—And you have better security 
than where you put it all on the same 
stock? A.—Yes. 

Q.—Ontario Bank stock, the closing 
bid quotation on May 29th was 130, 
and on June lst the asked quotation 
was 134 and bid quotation 130P A. 
—And the price at which we loaned 
on that stock was 1213. 

Q.—The market price at that time 
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was 131 shown in this agreement? A. 
—Yes. 

Q.—Dominion Coal, the asked price 
on the 29th was 94, and the bid price 
913, and on June Ist the closing bid 
quotation had dropped down to 84? 
A.—Yes. 

Q.—The market price in this memo. 
is 94, that would be the 29th quota- 
tion? A.—Yes. 

Q.—That would be the closing ask- 
ed price on the 29th? A.—Yes, and 
the loan value was 72 2/3. 

Q.—Considering the state of the 
market on that stock at that time 
was that what you would regard as 
a proper margin on an ordinary loan 
to a broker, for instance, a call loan? 
A.—The stock is an unauthorized 
stock, and we probably would not have 
loaned on it to any one. 

Q.—Other than A.—Other than 
under these circumstances. 

Q.—Other than to Mr. Cox? A.— 
Other than with the guarantee. of 
Senator Cox. 

Q.—And his request, I suppose? A. 
—At the request of Mr. Ames and 
Senator Cox. 

Q.—Let us take up the next one; 
the Twin City stock, the closing ask- 
ed quotation on May 29th was 1033, 
and the bid 1033, and on June Ist 
the closing asked quotation was 1003, 
and the closing bid 1003; I see that 
‘here the market price is said to be 
104 in this memo? A.—Yes. 

Q.—Of course that would be higher 
than any of these quotations; but 


that was on the stock that at that . 


‘time was fluctuating? A.—Fluctuat- 
ed a good deal, and the loan value 
of the stock was 90. 

Q.—When you say the loan value 
you are referring now to the price 
that was advanced or paid by the 
Imperial Life? A.—Yes. 

Q.—Whether that be a purchase or 
a loan that was the amount that was 
‘paid out by the Imperial? A.—That 
was the amount of the loan by the 
Imperial Life. 

Q.—Taking these market prices as 
‘set out in the memo. they would pro- 
duce in the aggregate $170,746? A. 
—Yes, 

Q.—You say that this agreement 
was before the meetings signed by 
Mr. Cox? A.—Yes. 

Q.—And so far as you can remem- 
‘ber there was no arrangement made 
except as shown in this agreement? 
A.—No. 

Q.—Then this agreement clearly 
provides, does it not, for the guaran- 
-tee by Senator Cox of the payment of 
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$170,746 to the Imperial Life Assur- 
ance Company? A.—It provides for 
the re-payment of $170,746, which 
amount was never advanced to Mr. 
Ames and Senator Cox. 

Q.—But you say that the transac- 
tion was put through on this guaran- 
tee, if the guarantee was carried out, 
the guarantee stipulated that the Im- 
perial Life Assurance Company should 
get that amount of money, does it 
not? A.—We considered that the 
transaction was a loan transaction, 
and this agreement to us was of value 
in respect of the guarantee. of the 
amount loaned. 

Q.—It was of value to you in respect 
of getting what the contract stipu- 
lated you should get? A.—No, get- 
ting the amount that the company 
had advanced on these shares. 

Q.—But there is nothing said about 
that in the agreement, there is noth- 
ing said about advance at all by the 
company, was not the transaction by 
this agreement a sale with an option 
to take it back, and a guarantee that 
you would get at least $170,000 odd, 
the amount mentioned in the agree- 
ment? A.—That was not the inten- 
tion of the transaction, the spirit of 
the transaction, or the way it was ex- 
plained to the directors. 


Q.—Now we are getting to some- 
thing outside when you say something 
that was explained; can you point to 
anything in the agreement that indi- 
cates any other intention than the one 
I have mentioned, that this should be 
the whole transaction? A.—It refers 
to the re-payment of a certain sum of 
money that was never advanced. ; 

Q.—It uses the word ‘‘re-pay- 
ment’??? A.—yYes, of a sum of money 
that was never advanced. 

Q.—And you say the amount that 
was mentioned was to be repaid, the 
whole amount of that was never ad- 
vancedP A.——No: 

Q.—You were to pay out something, 
and then the contract here signed by 
Mr. Cox who guarantees you will be 
repaid a certain other sum of money, 
$170,000, if this agreement is the doc- 
ument that governed—is it not ob- 
vious that the Imperial Life was to 
get the difference between what it 
paid out and the $170,000 this con- 
tract says shall be repaid to the com- 
pany fA. No: 

Q.—Did the company ever get more 
than $170,000 that is mentioned here? 
A.—It got the loan it made, the loan 
was repaid. 

Q.—Did the company ever have 


‘paid into it before it had paid back 
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anything to Mr. Cox more than this 
$170,000, did it ever get more than 
$170,000? A.—You mean through the 
re-sale of the shares? 

Q.—Yes? A.—No, it did not, but 
very near to that amount. 

Q.—If this contract means that the 
company is to get back $170,000 it 
would be entitled to keep all the 
money it ever got? A.—That was not 
the intention of the contract. 


Q.—That would be so; would it not? 
A.—That is a legal question and I am 
not capable of pronouncing upon it. 


Q.—If the company was entitled to 
keep all that it got up to $170,000 
odd it would be entitled to retain 
everything it got, anl not give back 
anything to Mr. Cox? A.—I cannot 
answer that question, I do not quite 
see it in that lght. 

Q.—What I wanted to get from you 
was that a certain sum of money you 
say at the end of this transaction 
was either paid or credited to Mr. 
Cox? A.—yYes. 

Q.—If the construction I have put 
on this document is right that money 
should never have gone to him? A.— 
But Mr. Tilley 

Q.—If my construction is right? A. 
—yYou can take what construction you 
like from it. 

Q.—And I have taken a construc- 
tion from it? A.—I cannot answer a 
suppositious question of that char- 
acter. 

Q.—I am asking you if my con- 
struction of the document is right, if 
you were to keep everything you got 
up to this $170,000, whether you 
would have been entitled under those 
circumstances to have paid anything 
back to Mr. Cox? A.—I cannot see 
it in that light. 

Q.—What was the total amount you 
received on the sale of the stocks? 
A.—$169,316.53 after crediting divi- 
dends and debiting interest. 

MR. LANGMUIR; That is credit- 
ing the dividends too? A.—Credit- 
ing dividends and debiting interest. 

MR. TILLEY: Q.—So that you did 
not receive in the whole $170,000? 
A.—No. 

Q.—Then how much of that $169,- 
000 did you pay back to Mr. Cox? 
A.—The balance after. 

Q.—How much in money? A.— 
$12,354.90. 

Q.—So that that would bring the 
total amount you received down to 
about $157,000? A.—About that 
amount. 
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Q.—If the transaction was put 
through, as you say, on the strength 
of this agreement, your rights would 
depend entirely on the wording of the 
agreement, there was nothing else ar- 
ranged, you said, at the meeting ex- 
cept this document of June lst was 
approved of? A.—Yes, and there was 
an understanding of the directors, 
which I think must always be taken 
into consideration. 

Q.—I am not talking about under- 
standing of directors, you have told 
me nothing else was agreed to except 
this document? A.—In writing. 

Q.—Do you want to vary that and 
say something else was agreed to than 
what was in the writing? A.—No, 
but it was always understood it was 
a loan. 

Q.—You are speaking of at the 
meeting? A.—At the meeting and 
afterwards. At any time the matter 
was considered it was always regard- 
ed as a loan. 

Q.—Did the matter come up at any 
time for consideration? A.—It came 
up every time there was an amount 
received. | 

Q.—It would just go to the credit 
of that account? A.—Yes. 

Q.—That would require no consid- 
eration between the members of the 
Board? A.—It would indicate clearly 
the view that was taken of the trans- 
action. 

Q.—It would simply necessitate the 
money received being credited to the 
ae in which this stock stood? A. 
—Yes. 

Q.—Was there anything at the 
meeting that was said by any of the 
parties that would vary or alter the 
arrangement as set out in this docu- 
ment? A.—Yes, they regarded it then 
as a loan. 

Q.—By reason of what? A.—When 
the transaction was presented to them 
it was presented to them as a loan, 
and as I have explained before 

Q.—By whom? A.—By the Chair- 
man. 

Q.—What did he say about it? A. 

—I cannot give you his exact words, 
I can only give you my recollection 
as a director of the company, I was 
present at the meeting. 
_ Q.—You are just giving what the 
impression was in your mind? A.— 
Not only the impression, but also my 
absolute knowledge of it. 

Q.—You had _ had _ no discussion 
about it before the meeting com- . 
menced? A.—No, in the presentation 
of it to the meeting. 
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Q.—I am not asking you the im- 
pression that was in your mind when 
you left the meeting, because you 
might have misunderstood it, I am 


asking you what was said by any per- © 


son that would lend any explanation 
to this document other than what one 
would gather from reading it through 
himself ? 

A.—Whenever a_ transaction is 
brought up at a meeting it is gone in- 
to and explained; the fact that an 
agreement is presented to the meet- 
ing does not simply mean that the 
transaction goes ‘through on that 
agreement. A matter involving such 
a large amount as this, and such an 
important transaction as this, would 
probably take up half an hour, and it 
would be 

Q.—I understood you to tell me that 
this transaction did go through on the 
basis of the agreement? A.—yYes, 
that was the basis of the agreement. 

Q.—Can anything be plainer than 
that under this agreement the Imper- 
ial Life Assurance Company, for pay- 
ing out that money— A.—But it did 
not pay it—— 

Q.—Paying out the money it did 
and taking over the stocks at that 
time was to get the difference between 
what it paid and the $170,000? A. 
—Yes, there was an understanding at 
the meeting when that transaction 
cane=up——___—_ 

Q.—I suppose it would be fair to say 
that the parties did not want these 
stotks put on the market at that 
time, some of them at any rate? A.— 
I have no knowledge whatever of that, 
I have never heard that view present- 
ed until you presented it just now. 

Q.—We heard of other companies’ 
stocks, Twin City and Dominion Coal, 
two of the stocks mentioned here, in 
order to keep up the price 
That was not discussed nor consid- 
ered, and I think moreover that any 
one acquainted with financial matters 
would immediately see that the vol- 
ume of stock here would not be a 
very important factor in the market. 

-Q.—Apparently Dominion Coal had 
dropped from about 93 to 84 from 
May 29th to June Ist? A.—Appar- 
ently from newspaper reports. 

Q.—Can you tell us anything that 
Mr. Ames said at that meeting that 
would indicate that the transaction is 
anything different from what is set out 
here in the document itself? A.— 
The matter was presented to the meet- 
ing as a loan on these stocks with a 
guarantee to Senator Cox for the re- 
payment of it, that is the way it was 
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presented, it must have been present- 
ed in that way by the Chairman of 
the meeting. 


Q.—Is it not a fact that it was pre- 
sented. as a purchase with a right to 
re-purchase it coupled with a guaran- 
tee? A.—It was not. 

Q.—The word ‘‘purchase’”’ is the 
thing that stands out plainly on the 
document all the way through; at the 
bottom, ‘‘Total purchase price,’’ and 
the payment of $170,746 is to be re- 
paid provided the Imperial Life As- 
surance Company will grant the op- 
tion of re-purchasing—there cannot 
be a re-purchase without an initial 
purchase ? A.—There cannot be a 
re-payment without an initial pay- 
ment, and what was the initial pay- 
ment ? 

Q.—There was no payment made toa 
Mr. Cox, the payment was to Mr. 
Ames? . A.—It is one transaction in 
that respect. 

Q.—And Mr. Cox was to have the 
right to re-purchase, does not that of 
itself anticipate that the transaction 
commenced with the purchase, and 
then there is a right of re-purchase? 
A.—Not according to my view. 

Q.—How was that money advanced? 
A.—TI will give you a statement of the 
whole transation to set it forth clear- 
ly. (Produces a statement.) That is 
from the commencement to the end 
of the transaction. 

Statement produced marked as 
exhibit 222, 

Q.—That account is headed ‘‘Re loan 
to Mr. A. E. Ames guaranteed by 
Hon. Mr. Cox, interest at 6 per cent.”’ 
and then it sets out securities; were 
all the advances made on the one 
date? A.—No, the first advance was 
made June 5th, and the last advance 
on June 11th. 

Q.—Can you tell me how it was that 
the payment was distributed over sev- 
eral days in that way? A.—We would 
receive advice when the shares would 


be available, and when they were 


available we would pay out the 
amount. 

Q.—To whom would you make pay- 
ment? A.—To whomever the cheque 
was instructed, sometimes to a bank, 
mostly I think to banks; these stocks 
had been hypothecated by Mr. Ames. 

Q.—You would make your payment 
to the pledgee who held that particu- 
lar number of shares? A.—Yes. 

Q.—And then you would take de- 
livery of the shares to the company? 
A.—Yes. 

Q.—The shares. would always be 
transferred to you? A.—Yes. 
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Q.—From whom would you ascer- 
tain where the shares were, and when 
you should pay the money? A.— 
Through Hon. Mr. Cox. 

Q.—Did the instructions come from 
him or from Mr. Ames? A.—From 
‘Mr. Cox. 

Q.—Have you a distinct recellec- 
tion of thatP A.—Yes. 

Q.—How did you know what you 
had to pay? A.—He would telephone 
the amount and tell us where the se- 
curities were, and the cheque would 
be made out accordingly. 

Q.—Had the amount that you would 
have to pay been determined at the 
date of the meeting, June Ist, the 
amount you would have to pay to the 
pledgee for these shares, was it known 
on June lst? A.—Yes. 

Q.—Did the cheques you subsequent- 
ly paid exactly equal that price that 
. you were to payP A.—Yes. 

Q.—And you did not get instruc- 
tions from Mr. Ames? A.—Not to 
my knowledge; I am almost positive 
about that; this happened three years 
ago, and I could not refresh my mem- 
ory because there igs no record of the 
transaction; I think that all my in- 
structions came from Senator Cox. 

Q.—Would the instructions come to 
you or to the managing director Mr. 
Fred. Cox? A.—I think they came 
chiefly to me, probably all of them 
came to me, in fact I think they did 
all come to me. 

Q.—Are you the officer who would 
receive instructions in such a matter? 
A.—Not always. 

Q.—But in regard to this matter 
you think you did receive all the in- 
structions? A.—Yes. 

Q.—And then you would have the 
cheques issued and take up the shares? 
A.—Yes. 

Q.—Immediately on the shares be- 
ing taken up they would be entered 
in your security ledger? A.—Yes. 

Q.—And they were entered in the 
portion of the ledger containing the 
record of stocks owned by the com- 
pany? A.—Yes. 

Q.—And I think you showed us they 
were mixed with your own. shares? 
A.—Yes 

Q.—Net.a separate account kept for 
them?P A.—Yes. 

Q.—Who mixed those entries? A. 
—The entries at that time were made 
by the investment clerk. 

Q.—What was,his name? A.—Mr. 
Paterson, son of Mr. John A. Pater- 
son. Mr. Paterson is now in Oxford, 
he obtained the Rhodes Scholarship. 
The entries were.made by him. 
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Q.—Have you enquired to find out 
whether any other officer in the office 
knows anything about the making of 
the entries? A.—I have, since this 
question has come up, and I have re- 
ceived no further light in respect of 
the entries than I have stated. 

Q.—In such a matter would entries 
be made without consultation with 
you? A.—Yes, I do not think there 
is an entry in this book I have been 
consulted about. 

Q.—They remain in separate ac- 
counts till June 26th? A.—Yes, when 
the error was discovered. 

Q.—Can you give us any further 
information about the discovering of 
the error than you did on Friday? 
Az—No, I cannot. 

Q.—You.do not remember, you say, 
how or when it was discovered? A.— 
No. 

Q.—You had nothing to do with it 
as far as you remember, making the 
change from the individual accounts 
to the accounts where all these se- 
curities are collected? A.—Not that 
I know of. 

Q.—It made no impression on your 
mind at allP A.—No. 

Q.—When did the question of pur- 
chase or loan next come to your at- 
tention? A.—I think at the end of 
the year. ; 

Q.—On December 30th? A.—Yes. 

Q.—When the entry was made in 
the minute book? A.—The assistant 
secretary, Mr. Pickett, I think it was, 
called my attention to the error in the 
minute as I believe the result of a 
statement made to him by the auditor. 

Q.—That was on December 30th? 
A.—Yes. 

Q.—On December 29th the account 
was closed? A.—Yes. 

Q.—And these $12,000 odd you 
spoke of were accounted for to Mr. 
Cox? + A.—Yes: 

Q.—Was it not the payment of that 
money to Mr. Cox, or giving him 
credit for it, that necessitated this 
change in the minute? A.—I under- 
stand that it was through the auditor 
calling attention to the error in the 
minute. 

Q.—The auditor would not have any 
occasion to call any attention to the 
minute until he would find money was 
being paid to Mr. Cox? A.—It is the 
practice of the auditor to go through 
the minute book and to see the trans- 
actions in our ledgers and subsidiary 
books agree with the entries made in 
the minute books. 

Q.—On December 23rd will you tell 
me what the auditor could find wrong 
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with that transaction; there was a 
purchase made, the price paid, and 
the securities entered up in your book 
containing stocks owned, what could 
he find wrong with that; you had not 
then paid out any money to Mr. Cox 
or done anything to show it was any- 
thing but a purchase, what could he 
criticize? A.—He noticed that the 
amounts were not being treated as a 
purchase but as a loan. 

Q.—In what respect were they not 
being treated as a purchase? A.— 
The amounts were being carried from 
loan account to Mr. Cox’s credit. 


Q.—Where is that? A.—You will 
see in the statement there; it is not 
stated there, but the whole thitig is 
put in one item. Here in the—— 


Q.—You are referring to an item 
that is not shown in the copy of the 
account you have handed to us? A. 
—Yes; there is an item here on De- 
cember 38rd, 1903. 


Q.—In the account headed ‘‘Special 
Investment Account’’ you have cred- 
ited the Toronto Savings and Loan 
Dany, debentures, $351.08P A.— 

es. 

Q.—The only entry previous to that 
where money was credited to Mr. Cox 
or to any company in which he was 
interested is an item of what date? A. 
—June 25th. 

Q.—‘‘To transfer, $5,287.78.’? Now, 
then, you produce what book? A.— 
The journal. 

Q.—At. page 21 you show that item? 
A.—Yes. 

Q.—$5,287.78, and you say ‘“‘stocks 
owned by the company, debtor,’?— 
what does that mean, stocks owned 
by the company? A.—That is the ac- 
count it was carried to in the general 
ledger. 


Q.—You had an account in the gen- 
eral ledger showing stocks owned by 
the company? A.—Yes. 

Q.—And were these stocks that we 
have been referring to in that ac- 
count? A.—Yes. 

Q.—They were in that account up 
to——? A.—To December 30th. 

Q.—You credit stocks owned with 
$5,287.78? A.—Yes. 

Q.—And that is made up of differ- 
ent itemsP A.—These three. 

Q.—Interest on bank balances, 
$40.28; bonds and debentures, $5,000, 
and Toronto Savings & Loan Co. de- 
bentures account, $247.50? A.—Yes. 

Q.—That total amount, $5,287.78, is 
the difference between the amount 
paid on the 250 shares of Dominion 
Coal and the amount that is realized 
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according to the statement you have 
put inP A.—Yes. 


Q.—Then you apportion that sum of 
money into three accounts, each one 
of them being for Mr. Cox’s benefit? 
A.—Yes. 

Q.—And that was charged up to the 
account, ‘‘stocks owned by the com- 
pany’? A.—Yes. 

Q.—And at that date, June 25th, 
that was before the stock had been 
taken from the separate accounts in 
which they stood to a collected ac- 
count? A.—yYes. 

Q.—That change could not have 
been made from the _ separate ac- 
counts, the individual accounts, be- 
cause mistake had been discovered, be- 
cause they continued in stocks owned 
by the company to December 30th? 
A.—Yes, it was not thought necessary 
to change the general ledger account 
till the transaction was carried out. 

Q.—I think they were changed in 
the subsidiary ledger accounts, they 
were not changed in the general 
ledger account and remained even 
after they are transferred to the other 
account as stocks owned to December 
30th, 1903? A.—yYes. 

Q.—Can you say, or does Mr. Pick- 
ett say, that the auditor discovered 
that mistake at that time, or when did 
he discover the mistake? A.—(Mr. 
Pickett speaks to Mr. Tilley) 

Q.—You say the auditor would 


. check over the investment ledger with 


the minute book of the company, and 
that that would be done about every 
half year. 


MierPlOK TT: Yes: 
Mr. Pickett answers the ques- 
tions till a change is indicated. 

Q.—And the auditors might not 
have noticed it till the end of the 
year, but you cannot say whether he 
did notice it at the end of the year 
or the middle of the year, or what 
was done about it? A.—I cannot say 
definitely. 

Q.—You do not remember anything 
about it? A.—Speaking from mem- 
ory 

Q.—Have you any memory about it 
at all, if you have not say so? A.—I 
think it would be about the end of 
the year. 

The questions are answered’ by 
Mr. Bradshaw until a change is indi- 
cated. 

Q.—Who is the auditor of the com- 
pany? A.—John McKay and Mr. H. 
Vigeon. 

Q.—Have they been spoken to about 
it at allP A.—WNo. ~ 

Q.—Then you say the stocks were 
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sold under instructions, I think you 
told us from Mr. Cox? A.—Yes. 

Q.—And those instructions would 
be received by you? A.—Yes. 

Q.—And the whole amount, $12,- 
354.90, over and above the amount 
that you paid, with interest, after 
crediting dividends was credited to 
Mr. Cox or to some company he con- 
trolled? A.—Yes. 

Q.—At different times, and that car- 
ries the transaction into the other 
account we are speaking about where 
two per cent. was written off at the 
end of 1905? A.—Yes. 

Q.—Have you made up a statement 
of that account? A.—Yes, I have. 
(statement produced.) 

Q.—This statement is a statement 
of the Toronto Savings & Loan Com- 
pany debenture account dated Decem- 
ber 31st, 1903, (filed as exhibit 223); 
it commences with an item of May 
21st, 1903, of a cheque for $40,000? 
A.—Yes. 

Q.—That is a cheque issued by the 
Imperial Life Company? A.—Yes. 

Q.—To whom? A.—To A. E. Ames 
& Company. 

Q.—On June 5th there is another 
cheque for $28,700, what does that 
item represent? A.—It would be al- 
so another cheque to Ames & Com- 
pany or for Ames & Company, I can- 
not say whether it is to Ames & Com- 
pene but it was on account of Ames 

& Company. 

Q.—For their benefit? A.—Yes. 

Q.—And June 10th a cheque for 
$2,400? A.—The same thing. 

Q.—So that at the end of December, 
1903, you had advanced on that ac- 
count $71,100? A.—At the end of 
June 10th. 

Q.—And the interest computed on 
those sums up to December 3st, 
1903, at 6 per cent., was $2,539.38, 
making in all $73,639.38? A.—Yes. 

Q.—What securities did you get 
when those three advances of $40,- 
000, $28,700 and $24,000 were made? 
A.—We got the debentures of the 
Toronto Savings & Loan Company. 

Q.—Mr. Ames was then the Presi- 
dent of your company? A—Not at 
that time, only during part of the 
time the advances were made. 

Q.—Which part? A.—Mr. Ames 
ceased to be President, I think, on 
June 2nd. 

Q.—The 15th? A.—Yes, I think 
that is right, it was the day of the 
next meeting, June 15th, so that they 
must have been made during the time 
he was President of the company. 
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Q.—You say you received the Tor- 
onto Savings & Loan Company deben- 
tures? A.—Yes. 

Q.—Did you receive those deben- 
tures for the $40,000 when that was 
paid? A.—Not on the same date, 
about the same time, within a day 
or two afterwards. 

Q.—Did you receive the debentures 
applicable to that transaction first? 


Q.—What did you receive, and when 
did you receive it? A.—We received 
them about two or three days after- 
wards. (Turns up account.) The 
exact date is not given here, but it 
would be about the date when the 
cheque was given. 

Q.—That is May 21st cheque? A. 
—Yes. 

Q.—How much did you receive in 
debentures? A.—The debentures here 
are in various amounts, $20,000 and 
$20,000, I suppose those two would 
come first, and then as we advanced 
more moneys the others would come. 

Q.—Then you made other payments, 
as this account shows, and you receiv- 
ed in the aggregate debentures for 
$71,100? A.—Yes. 

Q.—From whom did you _ receive 
them? A.—Senator Cox. 

Q.—Do you know whose they were? 
A.—No; I do not. : 

Q.—You don’t know whether they 
were Mr. Ames’ or Mr. Cox’s, or 
whether they were the Company’s de- 
bentures? A.—wNo. 

Q.—Will you explain that transae- 
tion then, if you please? A.—In what 
respect ? 

Q.—How did the company cc.me to 
make it and under what conditions 
did they make it? What were the 
terms proposed ? A.—Senator “Cox 
and Mr. Ames asked us to make an 
investment in Toronto Savings & Loan 
Company Debentures for that amount 
and we did so. 

Q.—How did the money go to A. 
E. Ames & Co., or for their benefit ? 
A.—Because Mr. Ames was one of 
the persons who was in connectiom 
with the negotiations. 


Q.—Had you any written instruc- 
tions as to that from Senator Cox? 
A.—No, there were no written in- 
structions about these matters at all. 

Q.—Mr. Cox was the President of 
the Toronto Savings & Loan Com- 
pany? A.—Yes. 

Q.—The holder of a control in the 
capital stock of that institution? A. 
—I do not know that . 

Q.—I think he told us that himself, 
that that was one of the companies 
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in which he held the control, and 
the transaction was brought about, 
then, by Mr. Ames or by Mr. Ames 
and Mr. Cox jointly? A.—Jointly.. 

Q.—Asking you to take these de- 
bentures? A.—Yes 

Q.—Did you know the object or was 
there any object that was communi- 
cated to you other than an invest- 
ment? A.—At that time it was pretty 
well understood that Mr. Ames was in 
difficulties, and while I had no direct 
information I assumed it was to assist 


anim: 


Q.—Do you know the date that he 
suspended? A.—The 38rd June, 1903. 

Q.—Then that was what you under- 
stood to be the object at that time? 
A.—I cannot say that I understood 
it at that time, but I think my sus- 
picions were aroused. 

Q.—And from what you have learned 
since you know that now to be the 
case, do you? A.—I think I can say, 
yes, to that. 

Q.—It is a matter that you think 
there would be no question about at 
the present time? A.—I think not. 

Q.—Were you in a position then 
that you were seeking investments? 
A.—No, not specially. 

Q.—Were you not in a position 
that you did not want investments at 
that time? A.—We are always open 
to consider investments at all times. 

Q.—That would depend upon the 
rate and so on, you would call in some 
other ioans probably in order to make 
a better investment, or you might do 
thatP A.—Yes. 

Q.—That is not quite what I am 
aiming at. That is the question in 
respect of which the additional 2 per 
cent. was given by Mr. Cox? A.— 
Yes. 

Q.—Why was that guarantee given? 
A.—I brought that about myself per- 
sonally. I pointed out that our ac- 
count at the bank was overdrawn at 
that time. 

Q.—Let me stop you there for a 
minute because the entry regarding 
that transaction is on December 3@th, 
1903, I think, in your minutes, is it 
not? A.—Yes. 

Q.—And that is where the addition- 
al 2 per cent. was guaranteed? A.— 
Yes, it was guaranteed at the time. 

Q.—That was not the time* when 
you arranged for the 2 per cent? A. 


—No, it was at the time the transac-. 


tion went through. ; 

Q.—Would that be at the time of 
the first advance? A.—Yes. 

Q.—Did you at the time of the first 
advance anticipate making the other 
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advances that were subsequently 
madePp A.—Yes. 

Q.—You knew then you would ad- 
vance up to about $70,000? A.—Yes. 

Q.—Then who did you have the ne- 
gotiations with? A.—Senator Cox. 

Q.—Tell us what the transaction 
was? A.—I pointed out to him that 
the rate the debentures called for was 
4 per cent., that we had an overdraft 
at the Bank on which we were paying 
6 per cent., and on taking over such 
a security as this we should have 6 
per cent. at léast on it. 

Q.—Will you tell me what the over- 
draft at the bank was? A.—In May 
it was about $160,000. That would 
include the $40,000 paid out. I am 
giving you the balance of overdraft 
at the end of May. 

Q.—So probably it would be $120,- 
000 when that loan was askedP A.— 
Yes. 

Q.—Have you the debentures yet 
that were issued with respect to that 
transaction? A.—No, the debentures 
were redeemed some short time since. 

Q.—Have they been paid off? A.— 
They have been paid off. 

Q.—Has there been any loss with 
respect to it? A.—Oh, no, it is a de- 
benture that is accepted by trustees 
and issued by a thoroughly responsible 
company, one that stands exceedingly 
high in the financial world. There 
could not be any loss in connection 
with a debenture of that character. 

Q.—Very well, then, there was no 
loss. Were the debentures issued for 
that round amount, $71,000, origin- 
ally? A.—No, they were not. 

Q.—You don’t know, as you have 
said, from whom they came or whether 
they were made out specially for you 
or not? A.—They were made out in 
the name of the Imperial Life and we 
received them through Senator Cox. 

Q.—They were made out by the 
Company promising to pay to the Im- 
perial Life? A.—Yes. 

Q.—And they were handed to you 
by Senator Cox? <A.—Yes. 

Q.—They were in different amounts 
but totalling $71,100? A.—yYes. 

Q.—And they have all been re- 
deemed and handed back to you by 
the Toronto Savings and Loan Com- 
pany? A.—Yes. 

Q.—Then your overdraft being 
$120,000, you were paying, I suppose, 
6 per cent. interest on that? A.— 
Yes. 

Q.—And you stipulated for the same 
rate as you were paying? A.—Yes. 

Q.—That indicates, does it not. that 
the transaction was one clearly for the 
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accommodation of Mr. Cox, or Mr. 
Cox and Mr. Ames? A.—The deben- 
tures in themselves were a first-class 
security. 

Q.—I suppose you would have first- 
class security when you would have 
an overdraft at the bank? A.—Yes. 
I think just in a word that it was 
pretty well known that Mr. Ames 
then was in financial difficulties and 
that Senator Cox was assisting him. 

Q.—And assisting him through the 
Imperial Life, which he controlled? 
A.—At all times he gave us security 
for every advance that he received 
from us. 

Q.—He was giving you security, but 
he was getting transactions put 
through that no person else but Mr. 
Cox could have put through, isn’t that 
right? A.—I cannot answer that 
question. It is such a wide question 
that it would be almost impossible for 
any person to answer that question, I 
think. 

Q.—Have you it in your mind that 
there might be some other person 
than Mr. Cox that could have got a 
transaction like that put through at 
the time? A.—I say I cannot answer 
that question. 

Q.—Or do you mean that you would 
rather not answer it? A.—No, I 
cannot answer that question because 
you don’t know who might come up 
or what security they might offer, and 
what circumstances might surround 
their case. 

Q.—You think you cannot give any 
better answer than that? A.—No. 

Q.—Mr. Cox wanted it done? A.— 

He would not have come to us unless 
he did. 
_ Q.—And when he came to you he 
intended it should be done? A.—I 
cannot say that. If I had said, or if 
the directors had said, I won’t say 
myself, if the directors had said, No, 
Mr. Cox, we cannot entertain this 
transaction, I don’t think Senator Cox 
would have pressed the transaction. 

Q.—If the directors said, No, we 
will not do it, it could not be put 
through? A.—wNo. 
eee with that Board? A.— 

O. 

Q.—Not that year? A.—Any time. 
Any time in the history of the Im- 
perial Life. 

Q.—With that Board? A.—With 
the Board we have had since we com- 
menced business. 

Q.—That is the transaction would 
have had to be postponed till the 
next year? A.—No, I would not get 
that in my mind. 
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Q.—That is not what the Board did, 
at any rate? A.—Object? 


Q.—Yes? A.—No. 
Q.—Did any of them object? A.— 
No. 


Q.—With respect to this transac- 
tion? Or the other transaction that 
we spoke about, was there any person 
that objected in the Imperial Life 
Board of Directors? A.—No. 

Q.—Did they question the propri- 
ety of it? A.—I cannot recall any 
discussion of an adverse character in 
respect of it. 

Q.—It went through somewhat as a 
matter of course? A.—Not as a mat- 
ter of course, because it was given a 
good deal of consideration. 

Q.—By whom? A.—By all, as all 
of our transactions are. I cannot tell 
you of any one individual director. 

Q.—The President, Sir Mackenzie 
Bowell? A.—I cannot tell you. 

Q.—Was ‘he consulted about it? 
A.—Yes, he knew all about it. 

Q.—And no objection raised? A.— 
Not to my knowledge. 

Q.—And other directors were con- 
sulted? A.—Yes. 

Q.—And they raised no objection? 
A.—No. 

Q.—If the directors were not ob- 
jecting, will you tell me why the tran- 
saction was left from May or June, 
1903, down to December 30th, 1903, 
before it was recorded in the minutes? 
A.—The idea was this, we were de- 
sirous of having the debentures re- 
duced to the lowest possible amount 
and instead of entering them, taking 
them up at our meeting as a $71,100 
debenture, we wished to have them 
reduced to the smallest amount and at 
the end of the year they were reduced 
to $50,000. 

Q.—I see that at the end of the 
year they were reduced to $50,000 and 
the transaction was put through as a 
$50,000 transaction? A.—Yes. 

Q.—And that was because the per- 
sons who were carrying through the 
negotiations did not want it to ap- 
pear on the books as $71,100? A.— 
No, I cannot say that. 

Q.—They did not want it to appear 
so large? A.—I cannot say that. 

Q.—Wanted to get it reduced? I 
am trying to get the words you used 
a minute ago? A.—yYes, to try and 
get the amount reduced to an invest- 
ment that we would take care of in 
the future. 

Q.—And carry? A.—Yes. 

Q.—Then it was entered up in the 
minutes on December 30th, 1903, for 
$50,000, with the guarantee at that 
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time of Senator Cox for the 2 per 
cent? A.—Yes. 

Q.—There was no security for the 
2 per cent? A.—No. 

Q.—Except the personal responsi- 
bility? A.—The verbal statement. 

Q.—The verbal statement of Mr. 
Cox. Now the transaction was not 


recorded in the minutes of May or , 


June. Was it discussed at regular 
Board meetings? A.—I cannot recall 
whether it was or was not. 

Q.—Would it be shown in the 
Agenda book? A.—No, only business 
items would be entered there. 

Q—I see that the resignation of 
Mr. Ames is dated June 12th, and it 
could not come up until the meeting 
of June 15th, I suppose? A.—No. 

Q.—There is nothing in the book up 
to the time the first advance was made 
and you say you have not the other 
book here? A.—wNo. 

Q.—Can you say ‘rem memory 
whether it was discussed at the Board 
meetings? A.—No, I cannot. 

Q.—There was discussion? A.— 
About this? 

Q.—Yes? A.—Not that I recollect. 
There may have been or may not. 

Q.—I thought you said there would 
be a good deal of discussion on all 
transactions? A.—On December 30th, 
but I thought you had reference to 
the meetings intervening. 

Q.—I am referring to when the 
money was first paid out. There was 
nothing on record in your books to 
show any authority for that transac- 
tion at all? A.—Not until December 
30th, not as a matter of authority. 

Q.—And the object of leaving that 
until that date was to get it reduced? 
ale get it reduced to about $50,- 


Q.—Then I misunderstood you when 
I thought you said there was discus- 
gion in May and June about it? A. 
—No. ‘ 

Q.—There was none then? At the 
end of the year what discussion was 
there that took place? A.—I cannot 
recall the discussion. 

Q.—At the end of the year there 
was two or three matters that came 
up for consideration. One was the 
amending of that minute? A.—Yes. 
And then followed the reduction of 
the rate of interest. 

Q.—No, not the reduction in the 
rate of interest; then followed the 
confirmation of the transaction with 
the stipulation of 2 per cent? A.— 
Yes. 

Q.—Now those transactions have 
involved a good deal of discussion at 
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that time? A.—The first one in- 
volved no discussion whatever. 

Q.—The amendment of the minute 
involved no discussion? A.—So far as 
my recollection goes. I am only 
speaking from my recollection because 
I cannot speak exactly of what took 
place three years or two and a half 
years ago. 

Q.—Your best recollection is that 
there was no discussion about the 
first? A.—No, and I don’t know that 
there was any discussion about the 
second. J cannot say for certain. 

Q.—Was there anything in the 
Agenda to bring up that discussion P 
A.—Nothing but what would be here 
The Agenda would be exactly what is 
recorded in the Minute Book, because 
the Minute Book is copied from the 
Agenda after the items have been ap- 
proved in the meeting. 

Q.—What was the discussion about 
the other transaction, then, about the 
Toronto Savings and Loan Company? 
A.—I cannot recall any discussion. I 
can tell you the reason why the 2 per 
cent. was allowed. 

Q.—At that time it was being in- 


‘sisted upon; that is not the resolu- 


tion foregoing the 2 per cent? A.— 
Oh, no. 

Q.—That is the resolution sanction- 
ing this transaction regarding To- 
ronto Savings debentures? A.—yYes. 

Q.—Was there a discussion about it 
at that timeP A.—There was one re- 
mark that I do remember having been 
made then and that, I think, was 
made by Mr. Massey. No, it could 
not have been made by him, because 
he was not there at that time. 

Q.—No, I think Mr. Massey was 
at the next meeting, though, when 
those minutes were read and approved. 
What was said at that meeting? A. 
—I cannot recall anything that was 
said at that meeting. 

Q.—What was said at the next 
meeting, when the items were ap- 
proved? A.—The only remark I do — 
remember was by Mr. Massey. He 
said, ‘‘Is that guaranteed in writing 
or is it verbal?’’ For the two per 
cent. That is all I remember about 
it. 

Q.—That is when this resolution was 
readP ‘‘Authority was granted to 
purchase $50,000 debentures of the 
Toronto Savings & Loan Company, 
bearing interest at four per cent., the 
purchase to date from the P1st day 
of May, 1903, with the guarantee of 
the Hon. Mr. Cox that an addition- 
al two per cent. interest, half yearly, 
shall be paid on such debentures.”’ 
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When that was read Mr. C. G. Mas- 
sey asked whether there was a written 
promise? A.—Whether it was a writ- 
ten or verbal understanding. 


Q.—And the reply was? A.—That 
it was a verbal one. 


Q.—Was that said to him? A.— 
Yes. 

Q.—Then up to the end of Decem- 
ber, 1903, the two per cent. was paid, 
Eapeuaesy A.—Was paid by Senator 

Ox. 


Q.—And then you carried those de 
bentures for some time afterwards did 
you not? siAs Yes: 


Q.—And prior to December 30th 
I think that it was brought down to 
$50,000 by various credits ag this ac- 
count shows? A.—Yes. 


Q.—Including the credit from the 
other account that we mentioned this 
morning, of $12,354.90? A.—Yes. 

Q.—That came in and was applied 
on these debentures? A.—Yes. 

Q.—By what authority was the bal- 
ance that was due to Senator Cox, 
as you now say it was due, on that 
loan of $12,354.90, credited to a com- 
pany? A.—These debentures were re- 
ceived from Senator Cox. 

Q.—And when they were paid off 
were they returned to him? A.—No, 
they were returned to the company. 
We received the amount from the com- 
pany. 

Q.—You received the final amount 
from the company? A.—Yes. 

Q.—Then by what authority was 
this money credited on those deben- 
tures? A.—By his authority. 

Q.—By Mr. Cox’s direction? A.— 
Yes. 

Q.—Written or verbal? 
bal. 

Q.—And were these other payments 
that are shown in this statement, the 
last Exhibit, paid by the company or 
by Mr. Cox ? A.—By Mr. Cox 

Q.—So that two or three cheques 
were sent to you by Mr. Cox, he in- 
structed you to credit on the deben- 
tures the balance due from the A. E. 
Ames loan account, and that left 
$50,000? A.— Yes 

Q.—And then the $50,000 was treat- 
ed on December 30th in that way by 
the Board of Directors? A.—Yes. 

Q.—Was six per cent. interest paid 
on those debentures up to the end 
of 19038? A.—Yes. 

Q.—And according to this minute 
it was to continue payable in the fu- 
ture, two per cent.? A.—That was my 
understanding, yes. _ According to 
this minute that is right. 


A.—Ver- 
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Q.—Now the arrangement regarding 
that was made with you personally 
by Mr. Cox, about the two per cent. ? 
A.—Yes. 


Q.—Was that something that you 


. insisted upon or just intimated that 


you thought should be done? A.— 
Oh, I cannot say just now, but I pre- 
sented it to him and he realized it 
was a very fair proposal. There was 
really no question about it by him. 


Q.—He then agreed to pay the two 
per cent? A.—Yes. 

Q.—Then from 1903 to the end of 
1905 was that two per cent. paid? A. 
—_No.: 

Q.—Will you show me how that is 
treated in the account? A.—Decem- 
ber 31st, 1904, the account appears in 
our investment Ledger No. 2, at page 
12. 


Q.—Headed ‘‘The Toronto Savings 
and Loan Company,’’ address, ‘‘Peter- 
borough, Ont.’’ This contains the de- 
bentures of $50,000, commencing 
when? A.—The particulars of the 
debentures are up here. 

Q.—It is transferred from another 
book and comes into this ledger? A. 
Yes; 


Q.—The first entry here is in 
1904?  <A.—Yes. 


Q.—December 31st, $1,000 is 
charged up? A.—Yes. 
Q.—Being what? A.—Two per 


cent. on $50,000 for the year. 
Q.—From December, 1903, to De- 
cember, 1904, we have $1,000 charged 
up for that two per cent.?, A.—Yes. 
Q.—Then the next entry, July Ist 
is $1,000 charged. What is that? 


' A.—That is 2 per cent. on the $50,- 


000. 

Q.—4 per cent., is it not, on the 
$50,000 for the half year? A.—I was 
going to say at the rate of 2 per cent. 
Tt is 4 per cent. for the half year on 
the $50,000. 

Q.—That Would be the rate of in- 
terest the bonds themselves would 
bear, 4 per cent. for the half year? 
A.—Yes. 

Q.—Was that paid? A.—That was 
paid by the coupons of the company. 

Q.—By taking the coupons off the 
debentures? A.—Yes. 

Q.—The next entry is Tanueees Ist, 
$1,000? A.—This would be coupons 
also. 

Q.—Coupons charged and paid? A. 
Yes. 

Q.—The next entry would be the 
end of the second year charging aD 
Re $1,000, heing the 2 per cent. ? 

—Yes. 
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Q.—So that left a balance on that 
account of $2,000? A.—Yes. 

Q.—Due under this verbal guaran- 
tee by Mr. Cox that this 2 per cent. 
would be paid? A.—Yes. 

Q.—Then the next line is written 
in red ink, ‘‘December 29th, 1905, 
written off $2,000.” And that squar- 
ed the account? A.—Yes. 

Q.—So that from December 3lst 
1903, down to the end of 1905', that 
2 per cent. which had been promised 
was not paid by Senator Cox? A.— 
No, for this reason. 

Q.—Let us have the resolution first 
and then we will take the reason 
for it afterwards. The resolution 
wiping out that is on December 29th, 
1905. ‘‘It was moved by Mr. Wood, 
seconded by Mr. Moore, that the 2 
per cent. charged in addition to the 
4 per cent. on the Toronto Savings 
and Loan Company’s debentures, $50,- 
000, amounting to $2,000 be written 
off ; that the 2 per cent. be not charg- 
ed since December 31st, 1904, and 
that the 4 per cent. be the rate of in- 


terest claimed in the future. .Carried.’’ - 


That resolution is inconsistent, is it 
not, because it says $2,000 to ‘be 
written off, but it speaks of 2 per cent. 
since December 3lst, 1904? A.—Yes, 
it is inconsistent, apparently there is 
an error made there. 

Q.—It should be 2 per cent. from 
December 31st, 1903? A.—To cor- 
respond with the amount. ° 

Q.—And that seems to be shown 
pretty clearly from the account in the 
account in the ledger, because there 
$2,000 is charged up and this resolu- 
tion specifically mentions $2,000 as 
the sum to be taken off? A.—Yes. 

Q.—Although it is in the Minute 
Book December 31st, 1904? A.—Yes. 

Q.—But there would not be $2,000 
that would accrue on that after De- 
cember 31st, 1904? A.—No. 

Q.—Having found out what was 
done will you tell us why it was done? 
A.—yYes, ‘Senator Cox represented— 

Q.—To whom did he represent it? 
A.—The negotiations were carried on 
with the Hon. Mr. Wood and myself. 
That as the bank account was not 
overdrawn after December 31st, 1903, 
that it would be only fair and proper 
that the 2 per cent. should not apply 
after that’ date. We considered that 
the reason was a fair reason and the 
directors struck it off. _. 

Q.—Then, if that was the reason 
for it, why was the 2 per cent. insert- 
ed in the resolution of December 30th, 
1903, if your bank account was then) 
all right, why was not that authorized 
at that time? A.—I don’t know. 
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Q.—You understand what I mean; 
you say from the end of ’08 on, your 
bank account was not overdrawn and 
you were not paying out 6 per cent. 
in order to give him this money. That 
is shortly what it means, is it not? 
A.—So I believe. 


Q.—Then if that was the fact at 
the end of 1903, why did not the re- 
solution then say that 2 per cent. 
should be paid up to this date and 
not afterwards, why was not that ar- 
ranged then? A.—I cannot say why 
that was. 

Q.—Did Mr. Cox contend that 
under his arrangement he was only to 
pay 2 per cent. so long as there was 
an overdraft? A.—No, there was no 
arrangement of that kind. 

Q.—Then under his guarantee he 
was liable to the company for that 
$2,000? A.—He has never disputed 
that. 

Q.—And that is the fact that he 
was? <A.—Yes. 


Q.—According to your understand- 
ing?’ A.—The same thing would take 
place in the reduction in a mortgage 
of a rate of interest. The directors 
believe they have power in their dis- 
cretion to reduce the rate of interest 
on the rate of loans. They simply 
did in this transaction what they 
might have done in some other trans- 
action, probably not of the same char- 
acter. 

Q.—You say that the directors in 
their discretion are empowered, you 
think, in carrying on the business of 
a company to throw off part of the 
interest due under a mortgage? A. 
—No, I do not say that. 

Q.—You say reduce the rate of in- 
terest? A.—Reduce the rate of in- 
terest. 

Q.—If you are reducing the rate of 
interest for interest overdue, are you 
not throwing off part of the interest 
under that mortgageP A.—Yes. 

Q.—Do you think the directors have 
power to do that? A.—It would be 
done in some cases. It might apply 
to a case where the provision was that 
the rate of interest shall be such a rate 
from such a date. 

Q.—It might apply to some date 
past, that the interest should be lower 
than stipulated? A.—Yes. 

Q.—That would be a matter of their 
discretion? A.—yYes. | 

Q.—In order to get the mortgage 
paid? A.—No, not necessarily. To 
retain a good loan. 

Q.—To retain a good loan that there 
was danger of being paid off? A.— 
To retain a good loan. 
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Q.—That would be in the exercise 
of honest discretion in the interests 
of the company?  A.—Yes. 

Q.—But that was not this transac- 
tion, you were not doing this to re- 
tain a good loan? A.—We were do- 
ing it because it appeared to us as 
being a fair transaction. 

Q.—You mean fair to the man that 
was owing the money? A.—Fair to 
all concerned. 

Q.—You were giving up money that 
strictly belonged to the company? A. 
—I cannot answer that, that is anoth- 
er legal question. 

Q.—There is very little law in that; 
I think you ought to go that far. It 
seems almost like backing up from it 
if you do not answer that question. 
That was an asset of the company on 
that date, was it not? A.—We did 
not take it into our returns as an as- 
set. We never reckoned on _ the 
amount as being an asset. 

Q.—You are giving me the distinc- 
tion between a ledger and a non-ledger 
asset. That was a non-ledger asset 
because it never went into the com- 
pany’s hands? A.—It never entered 
even into our own financial statement. 

Q.—You have shown it to me in 
your accounts? 
never taken credit for it. 

Q.—Nevertheless it was yours to de- 
mand and receive? A.—We had the 
right to demand it. 

Q.—And the person that was obliged 
to pay was perfectly able to pay? A. 
—Yes. 

Q.—And up to the end of 1903 you 
had reaped no benefit whatever from 
that loan? You were paying 6 per 
cent. to your bank to carry it and on- 
ly getting 6 per cent. from Mr. Cox? 
A.—Yes. 


Q.—So you had no benefit up to the 
end of 1903? A.—No. 

Q.—And down to 1905 you were re- 
ducing it to 4 per cent? A.—Which 
was the rate that loan company deben- 
tures bear. 

Q.—But you had stipulated for 6 per 
cent? A.—We had. 


‘Q.—Now would that money have. 


been thrown off to John Smith, borrow- 
er from the Imperial Life? A.—It al- 
together depends'on who John Smith 
was. If he had been a man that had 
done a great deal for the Imperial 
Life; had given not only in the way 
of business but in many other ways, a 
great deal more than the amount in- 
volved, it might be a question for the 
consideration of the directors. Sen- 
ator Cox had been a very warm, close 
friend of the company. 
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Q.—You seem to mention everything 
but the one thing that I think of, 
whether John Smith controlled the 
capital stock? A.—I don’t know that 
enters into the question. 


Q.—Was it treated, do you suggest, 
as a@ means of returning to Senator 
Cox some of the money that he had 
paid voluntarily to the Company? A. 
—No, never thought of in that connec- 
tion. 


Q.—The whole transaction simply in- 
volved his request? A.—Not his re- 
quest. I would not put it as a re- 
quest. 


Q.—What then? 
—A suggestion. 


Q —Milder than a request? A.— 
Yes. 

Q.—It is nice to have it in a posi- 
tion where you only have to suggest, 
is it not? A.—Yes. 

Q.—And then it was done? A.— 
After some consideration. 

Q.—Who gave it the consideration ? 
A.—The directors. 

Q.—In meeting? A.—yYes. 

Q.—And nothing was discussed re- 
garding the great benefit that Mr. 
Cox had been to the company in gifts 
and soonP A.—No. 

Q.—The propriety or impropriety of 
doing it, was that discussed? A.— 
No, the person who asked for it and 
the circumstances surrounding it. 

Q.—That is the fact, that the over- 
draft had been cleaned up? A.—Yes. 

Q.—Did any person object? A.— 
Not to my knowledge. 

Q.—Did Mr. Bradshaw object? A. 
—No. 


Q.—Or suggest that that was not 
quite proper, that if you were going to 
give anything to Mr. Cox, to give it 
to him openly and not by throwing it 
off as a loan? A.—No, I did not ob- 
ject. 

Q.—At what rate were you making 
call loans at that time, if you were 
making them, in 1903? <A.—During 
1903 we had loans running from 5 to 
that special rate of the Nationa] Trust 
Company, 7. 

Q.—I think probably we might omit 
that. 5 to 54 and 6P <A.—Yes, 6 
per cent. 

Q.—In December, 1903, would you 
have bought Toronto Loan and Sav- 
ings Company Debentures paying 4 
per cent? A.—No. 

Q.—Would you have bought them 
in December, 1904?  A.—No. 

Q.—In December, 1905? <A.—WNo. 

Q.—At the present time, would you? 
A.—The only reason that we would 


A demand? A. 
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buy a loan company debenture would 
be for deposit purposes. 

Q.—You did not use these for that 
purpose? A.—wNo. 


Q.—And you would not buy them’ 


to-day at 4 per cent? A.—No. 

Q.—What was the average rate of 
interest that your company was mak- 
ing during 1903, ’04, ’05? _ Ac=—In 
1903 our average rate of earning was 
5.387; in 1904, 5.42 and in 1905, 5.52. 

Q.—That is a very high rate of in- 
terest, is 1t not? . A4.—Yes,. that rate 
of interest is brought about through 
our very large investments in mort- 
gages in Western Canada. 

Q.—I do not want to go off to that. 
At any rate you were loaning money 
at a good deal higher and better than 
4 per cent. in those years? A.—Yes. 

Q.—And you would not have taken 
that transaction on its merits? A.— 
We did take it on its merits. 

Q.—You would not take it at A 
per cent. on its merits? A.—We did 
take it at 4 per cent. 

Q.—I thought you told me you would 
not have bought Toronto Loan Com- 
pany debentures paying 4 per cent. 
in 1903? A.—No, we would not, un- 
less the other circumstances had been 
present. ; 

Q.—You did not take it on _ its 
merits, you took it by reason of the 
special circumstances surrounding the 
loan? A.—Which may be included 
in the merits of the transaction. 

Q.—But not of the security. You 
would not have taken that as a good 
security, for you to put your money 
in, bearing 4 per cent. interest at, 
that time? A.—No. 


Q.—If that is so why would you 
wipe off a certain amount that was 
due to you, being the premium that 
you thought you should get, and re- 
duce it to a transaction that you would 
not have taken on? A.—For the 
simple reason that Senator Cox sug- 
gested that we should do so and his 
suggestion met with our approval.; 

Q.—Mr. Malone wants me to ask 
you whether you have not been lend- 
ing on municipal debentures at as low 
as 4 per cent.P A.—4 1-8th is about 
the lowest since that time. ; 

Q.—That does not change your view 
that you would not have loaned on 
this 4 per cent., does it, that does 
not take us any farther does it? 
A.—No. 

Q.—Now, Mr. Bradshaw, there is 
one other matter that I want to re- 
fer to, that has not been touched on 
already; a matter that you spoke to 
Mr. Shepley about on Saturday, and 
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Mr- Shepley is of the view that the 
circumstances should be stated. Mr. 
Cox in his evidence stated that he 
acted to some extent on your advice 
with regard to a proposed scheme 
he had for amalgamating the Manu- 
facturers and the Temperance and 
General, and the Imperial. Does 
that accord with your recollection,? 
A.—I will tell you the circumstances 
so far as I know. I have not read, I 
may say, Senator Cox’s evidence as 
given in the official Report, I have 
only read his evidence as given in the 
paper, I will give you the circum- 
stances as far as I know them. [ 
cannot recall the year, but I think 
it was Mr. BE. R. Wood suggested 
that I should take some interest in 
the Temperance and General Life from 
an actuarial standpoint. I think he 
stated to me that either he or Senator 
Cox had secured some stock, I cannot 
say whether it was a majority of the 
stock or not, in the Temperance and 
General Life. I concluded to do that. 
Without remuneration. I spent a 
part of each day, probably a quarter 
of an hour or a half an hour in ton- 
ference with Mr. Sutherland. I made 
no investigation of the Temperance 
and General Life at that time. At a 
later period, éither at the suggestion of 
Mr. Sullivan or Mr. J. F- Junkin, 
I made an investigation of the Tem- 
perance and General Life and of the 
Manufacturers’ Life with a view to the 
amalgamation of those two companies, 
I went into the matter very thorough- 
ly and made my report. I under- 
stand that in Senator Cox’s evidence 
he stated that there was at one time 
a likelihood of the Temperance and 
General, and Manufacturers Life be- 
ing amalgamated by the Imperial 
Life. I never heard of that until 
Senator Cox had given his evidence. 
It had never been brought before the 
Imperial Life directors; it had never 
been mentioned to me, and I think 
the Senator must have been under a 
misapprehension at the time he made 
that statement. 


Q.—That is in so far as? A.—The 
amalgamation is concerned with the 
Imperial Life. 

Q.—In so far as he attributed any 
knowledge of that to you? A.—Yes, 
I didn’t know anything about it. 

Q.—It might have been a matter 
that he was thinking of without diss 
closing it to you? A.—He may have 
had it in his own mind, yes. 

Q.—Has that phase of the pOssi- 
bility of amalgamating companies in- 
fluenced you in anything you have 
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done in the past in connection with 
the Imperial and matters that have 
been referred to? A.—I think it 
must have had some influence in re- 
spect to all insurance men. 

Q.—Did it in any way account for 
the entering into of the agreement 
that we have as an Exhibit, regarding 
the stock in the Imperial Life Com- 
pany? A.—It may have. 

Q.—Was that phase of the matter 
at any time discussed between you 
and others? A.—The Manufacturers 
Life and Temperance and General? 


Q.—No, but with regard to the Im 
perial Life, that where there was con- 
trol of the Imperial Life there was 
always opportunity for it to be amal- 
gamated or dealt with in some way 
that might affect your position in the 
company? A.—Yes, there had been 
some discussion. 


_ Q.—And was that from your stand- 
point what led to the agreement re- 
garding the stock? A.—It may have 
been. 

_ Q.—Well, was it? From your stand- 
point? A.—I think so. 

Q.—And in that connection you said 
that Mr. Flavelle and Mr. Ames in- 
terested themselves in it? A.—Yes. 

Q.—Was Mr. Flavelle in any way 
a party beneficially concerned in that 
agreement? Was he in any way be- 
hind you with regard to the trans- 
action? A.—No, not at all. 

Q.—When the agreement was can- 
celled and the money paid, was that 
paid to you, your share of it, for your 
own individual use? A.—Yes, for 
my own personal benefit. 

Q.—Has any other person any in- 
terest in any shape or form? A.— 
None whatever. 


Q.—It was not in any way return- 
ed by you to Mr. Cox or paid over 
by you to any person for him or any 
other of the parties who had paid 
money for him into the Imperial? A. 
—Absolutely no. 

Q.—When the agreement was enter- 
ed into regarding the stock in the 
Imperial Life, what prospect had you 
of being able to carry through your 
share in that agreement? A.—I was 
relying upon Mr. Ames to carry out 
my share financially. 

Q.—Were you relying on him to do 
it through any understanding be- 
tween youP <A.—No. 

Q.—Had that been mentioned? A. 
—He said he would take care of the 
financial part of it. 

Q.—In that way you were relieved 
from the responsibility of considering 
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where the money would come from? 
A.—Yes. 

Q.—And then did you tell us on 
Friday the circumstances under which 
you cancelled that agreement? A.— 
Yes, I told you the whole circum- 
stances. 

Q.—It was at whose request? A. 
—Mr. Ames’. 

Q.—And it was a request made by 
him to you? A.—Made by him to 
me. : 

Q.—That he wanted to be relieved 
of his share of the agreement and was 
getting some consideration for it from 
Senator Cox? A.—Yes. 

Q.—And then you were asked to re- 
lease your interest, also for a consid- 
eration? A.—Yes. 

Q.-—And that consideration you have 
told us? A.—I have stated what it 
was. ; 

Q.—I see that you had other British 
America Insurance Company stock as 
an investment? You bought it in 
1899 I think and carried it till 1905? 
A.—Yes. 

Q.—And on that you sustained? A. 
—A lose. 

Q.—A substantial loss? A.—A 
small loss; not a substantial loss. 

Q.—I mean substantial in propor- 
tion to the amount? A.—yYes. Small 
in amount. The whole loss was, I 
think, about $2,000. 

Q.—But the holding was only about 
$6,000P A.—yYes. ; 

Q.—So that the whole transaction 
was fairly small. It is from exper- 
ience that you speak of fire insurance 
stock as being a not very good secur- 
ity? A.—Yes. 

Q.—And you got that idea partly 
from this experience that you had? A. 
—No, I always had that view of it. 

Q.—You think an insurance com- 
pany should aot be permitted to in- 
vest in it? A.—I don’t think a life 
insurance company should take hold 
of that stock. I will put it that way, 
leaving out ‘‘should not be permit- 
ted.”’ 

Q.—Then in 1902 you purchased 
some Sao Paulo Tramway Light and 
aes Debentures, didn’t youP’ A. 
—Yes. 

Q.—You got $75,000 and subsequent- 
ly you got $50,000? A.—Yes. 

Q.—Do you know whether that $75,- 


- 000 was from the Central Canada Loan 


and Savings Company? A.—Yes. 
Q.—Do you know whether that was 
part of the 3 million dollars’ bonds 
they had underwritten ? A.—As I 
said on Friday, I never heard of such 
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a ipanaactinn! involving 3 millions, in 
these. I knew nothing at all about 
it. They were bought on their mer- 
its strictly at that time, and without 
reference to any other consideration 
whatever. 


Q.—At what date were they bought? 
A.—May 8th, 1902. 

Q.—Then when was the $50,000 of 
bonds and $75,000 stock purchased from 
Mr. Flavelle? A.—July 2nd. 

Q.—In the same year? A.—In the 
same year. 

Q.—And that brought to an end 
the loan that had been granted to 
hime A.—Yes. 

Q.—Did Mr. Flavelle and the other 
parties who had these call loans, where 
they were taken up on December 31st 
in one year and taken back on Jan- 
uary 2nd the next, pay the interest 
for that period or would there be 
any interest omitted from the state- 
ment? A.—No, the interest would 
be paid up to December 31st and then 
the interest would start again on Jan- 
uary 2nd. 

Q.—Then they paid the Company no 
interest for the intervening time? A. 
—No. 

Q.—That applies in each one of the 
transactions P A.—Yes, because we 
had the money. 

Q.—Then that $50,000 of bonds in 
the Sao Paulo Company, that you got 
from Mr. Flavelle, carried $7,500 of 
stockP A.—yYes. 

Q.—When was that stock sold? A. 
—Some time in March, 1902. 

Q.—You did not get it till JulyP 
A.—It would be April, 1902. 

Q.—That was sold before the bonds 
were taken? A.—Sold before the 
. loan was taken off. As soon as we 
exercised the option, then that was an 
indication that we intended to take 
up the loan. 

Q.—You decided to exercise the op- 
tion and having placed® yourself as 
being in control of the stock, you sold 
the stock at once? A.—Yes. 

Q.—How did you credit the pro- 
ceeds of the stock? A.—To Profits 
on Investment. 

‘Q.—Leaving the bonds to bear the 
whole cost? A —yYes, because the 
bonds were then worth 90. . 

Q.—I am not at all intimating that 
they were not worth that, but that 
was the fact that you charged all the 
cost up to the bonds? A.—Cost of 
what? 

Q.—Cost of the bonds and _ stock. 
You credited the sale of the stock to 

profit and lossP A.—yYes. 
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Q.—That left you with the bonds? 
A.—Yes, which were fully worth the 
aaa ae we have them in our books 
or 


Q.—And in your Returns? A.— 
The cost of those bonds would be car- 
ried forward as a profit on “invest- 
ment. 


Q.—When the bonds were realized? 
A.—No, when the stock was sold. 


Q.—The stock was carried then in- 
to profit and loss at once? A.— 
Yes. 


Q.—The bonds were not sold at that 
time? A.—WNo. 

Q.—When were they sold? A.— 
Sold on December 29th, 1905. 

Q.—You carried them in your An- 
nual Return at the end of 1903? A. 
—Yes, and at the end of 1904 as well. 

Q.—So the $125,000 would include 
both the $75,000 from the Central 
Canada and the $50,000 from Mr. Fla- 
velle? A.—TI think so. 

Q.—Then the next item is market 
value $114,315.77 and the ledger value 
$111,873.29? A.—Yes. 

Q.—What does the $111,000 repre- 
sent? Does that represent actual cost 
or something you had on your books 
after writing them up or altering the 
value of them? “A.—At the end of 
what year is that? 

Q.—At the end of 1903? <A.—That 
would be the actual cost price and 
crediting the profit on stock to Profits 
on Investment. 

Q.—Does that price represent what 
you paid for the bonds and stock both? 
A.—No. 

Q.—It represents what you paid for 
bonds? A.—Yes, what we paid for 
the bonds . # 


Q.—When you made the transac- 
tion with Mr. Flavelle for the amount 
you paid you got both bonds and 
stockP A.—yYes. 

Q.—Did you apportion anything as 
being the cost of the stock, to the 
stock? A.—No, we treated all that 
as profit. 

Q.—The bonds bore the total cost? 
A.—Yes. 

Q—And the stock was treated al- 
ways as profit? A.—Yes. 

Q.—I suppose you never would show 
the stock in your return because it 
never was yours over the end of any 
year, was itP A.—wNo. 

Q.—It was always something loaned 
on? A.—We could not show it at 
the end of any year because we never 
had it at the end of the year. 

Q.—Was the loan on the bonds on- 
lyP A.—No, bonds and _ stock. 
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Q.—So that you would have it as a 
pledge?. A.—Yes, but there is a far 
larger amount of stock than the op- 
tion that was given to us. 

Q.—Your loan was no more stock 
than the option? A.—Yes. 

Q.—That was not in your books at 
the end of December, because that was 
taken out by payment on the 31st De- 
cember, so it was never in your esti- 
mates at all, that stock? A.—No, 
not that oue. 

Q.--Then the Canadian Northern 
Railway Land Grant bonds. Do you 
treat those ag an investment under the 
Insurance Act? A—We do. 

Q.—By: reason of what? A.—Being 
a mortgage. 

Q.—Practically a mortgage on land? 
A:—Yes. 

Q.—Being a security on land? A. 
—Yes. 

Q.—I suppose the bonds of a rail- 
way are on land are they not? A.— 
I suppose they are, but we have no 
power to invest in railway bonds and 
therefore, the question has not come 
up. 

Q.—You treat the Canadian North- 
ern Land Grant bonds as different 
from Canadian Northern Railway 
bonds? A.—Yes. 

Q.—Although both might be secur- 
ity on real estate, you think the Land 
Grant bonds, being a security on real 
estate only, would come within the 
Act? <A.—Yes. 

Q.—Do you think they should be 
within the Act? A.—I have not 
thought of that question. 

Q.—Has the question ever been 
raised whether those were within the 
Act or not? A.—yYes, I think at the 
time they were purchased: that was 
considered and we got the opinion of 
our solicitor or if not of our own soli- 
citor then of some other solicitor. It 
was well known that life insurance 
companies were investing in them 
and we considered it a legal invest- 
ment. 


Q.—You purchased in 1902, 500 
Canadian Bank of Commerce shares 
and sold 489 in the same year? A.— 
_ Yes. 

Q.—Can you give me the dates of 
those purchases and sales? A.—Some 
of those shares were bought in April, 
1902. Some were sold in 1902, on 
July 29th, August 15th, August 18th, 
September 3rd, and then, finally, on 
July llth, 1905, the balance. 

Q'—Did you pay for the shares 
when you purchased them, outright 
or were they carried forward? A.— 
No, we bought them outright. 
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Q.—Were they bought for invest- 
ment, to continue to carry? A.—Yes. 

Q.—Why would they be sold again 
so soon? A.—In regard to that I 
may say that there has been some- 
times the view held in our company 
that stocks were not altogether the 
most desirable form of investment. 
That view has fluctuated from time to 
time. At one time I remember in 
the early history of the company there 
was a discussion as to whether the 
company would not decline to purchase 
stocks. Nothing came out of that 
discussion, and the view has been held 
now and again that we might reduce 
our holdings or that we might do 
without the purchasing of stocks. 


Q.—Do you connect that discussion 
with these transactions in Bank of 
Commerce? A.—No, I don’t know . 
that I can. They may have been sold. 
in this connection, with the desire. 
to makp a permanent investment. 
We did not look upon stocks as a 
permanent investment, and we have 
that desire to make a permanent in 
vestment bearing a good rate of in- 
terest. We would not hesitate to 
dispose of a stock that we did not re- 
gard as being a permanent investment. 


Q.—There seems to be no other in- 
vestment that you made in that year. 
Of course there are the stocks, so 
that would not show the investment 
you are speaking of? A.—No, you 
will find through our papers that there 
have been very heavy mortgage loans 
made and we have never hesitated to 
sell a security to re-invest under mort- 
gage. ' 

Q.—Could it be said that the stock, 
was bought for a rise in the market? 
A.—No, that has never been present 
in the purchase of any stock that I 
know of in the Imperial. 


Q.—It. was not a case where it was 
thought a turn could be made out of 
it? A.—No,,I have never heard of 
that being mentioned. 


Q.—These transactions were all you 
say in the ordinary course of carrying 
on the Imperial Life business? A.— 
Yes. 

Q.—Had no connection with any 
other person buying? A.—Absolutely 
none. 


Q.—On the independent judgment 
of the Imperial Life? A.—Yes. 

Q.—For its own purposes only? A. 
—Its own absolute benefit and pur- 
poses. 

Q.—If a sale was made in the same 
year of a large amount in the same 
way, it just happens in that way that 
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it was considered advisable to sell)? 
A.—Probably for re-investment. 

Q.—Then you bought in that same 
year, 1902, $22,000 par value of Do 
minion Iron and Steel bonds, and 
sold it in the same year. Would you 
give me the date of purchase and 
sale? A.—Before that date or at the 
time of that date, we did not have a 
subsidiary investment ledger, and the 
purchases and sales were carried to 
the general ledger. We have not got 
the general ledger here but I can tell 
you pretty much from memory be- 
cause I looked it up. I think the 
bonds were bought in April, 1902, and 
they were sold in December, 1902, I 
think about the end of the year. 

Q.—Why were they sold? A.—I 
think the reason they were sold was 
that we did not care about ‘holding 
them over the end of the year. In 
other words we did not care about 
them appearing in our financial state- 
ment. 

Q.—Why then were they bought? 
A.—Because they were thought to be 
a good investment at that time. 

Q.—Was it present to your mind, 
or the minds of the other members 
of the Board that they were unau- 
thorized? A.—Yes, but at that time 
there were several interviews with the 
Honorable, the Minister of Finance, 
and the Superintendent of Insurance, 
looking to the enlargement of the in- 
vestment powers of insurance com- 
panies. 

Q.—That was in 1902? A.—1902 
and ’03 as well. The same encour- 
agement had been given to the com- 
panies in connection wy¥th certain 
securities, and these securities were 


bought on the strength of that en-. 


couragement. We realize that there 


is no excuse for investing in a sec-_ 
urity that is not authorized and we } 


do not pretend to make any excuse | 


for it. 
and we regret that we did it. 

Q.—You do not say that because a 
discussion took place as to widening 
the powers of investment, that that 
would give the conpanies the right 
to at once go and buy and antici- 
pate legislation? A.—No, it may be 
an excuse, but it is hardly considered 
a satisfactory excuse. 


Q.—I notice that in your own min- 
utes there is a reference to an author- 
ization to apply for broader powers 
of investment? A.—Yes. 

Q.—Was that ever acted on? A.— 
It was gone into, but at that time 
there was a general desire on the part 
of life insurance companies for broader 


We went beyond our powers / 
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powers, and instead of applying for 
individual broader powers, we joized 
with the other companies. 

Q.—And did that bring about legis- 
lation P A.—It brought about I 
think the legislation of 1899. 

Q.—Section 50? A.—Yes. 

Q.—Were you one of the parties that 
supported that section? A.—yYes, I 
was. 

Q.—Is it drawn as you think it 
should be drawn? A.—WNo, it is not. 

Q.—What criticism of it do you 
offer? A.—That is a big question. 

Q.—In a general way? A.—Some 
of these securities mentioned in it are 
not securities that life insurance com- 
panies should invest in. 

Q.—What do you refer to? A.— 
For example, fire insurance stocks, 
navigation companies’ stocks, there 
may be others. 


Q.—If there are I wish you would 
indicate them, if you have them in 
mind? A. If I had the Act I might 
go over it. Those are the only two. 


Q.—That you think should be elim- 
inated? A.—Well I would not say 
should be eliminated, but put it this 
way; I don’t think a life insurance 
company should invest its funds in. 
It seems to me also that the powers 
might be stated in more general terms 
instead of enumerating a number of 
securities, that there ‘might be. some 
limitation put upon the class of se- 
curity rather than to enumerate the 
various corporations which a company 
might invest in. 


_ Q.—That has been considered, has 
it, by the Managers’ Association? A. 
—Yes. 


Q.—And you are the Secretary of 


‘that? Then we may take that up with 


you on another occasion later, and 
probably we had better not deal with 
it now. I see that in the following 
year, 1903, you bought Dominion Coal 
stock, and some Dominion Iron and 
Steel bonds again? A.—Yes. 
Q—When did you buy the bonds? 
A.—January the 2nd, 1903. 
Q.—Would it he fair to say that 
the Dominion Iron and Steel bonds 
were taken out of your account at 
the end of the year and then taken 
in again in January? A.—I think 
so. 
Q.—It was an arrangement to have 
them carried for you? A.—Yes. 
Q.—How were they carried? <A.— 
They were carried by Ames & Co. 
Q.+And they gave you the price. for 
them did they? <A.—Yes, they gave 
us a cheque for them, carried them 
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over the end of the year, and then we 
took them up in the beginning of the 
year. 

Q.—They purported to buy them 
from you at the end of the year? A. 
—Yes. 

Q.—And then you purported to buy 
them back at the beginning of the 
year? A.,—Yes. 

Q.—The amounts do not seem to be 
the same? A.—No, we invested in 
$50,000 of them. 

Q.—You bought Dominion Iron and 
Steel bonds? A.—Yes. 

Q.—In.1903 you also bought Domin- 
ion CoalP A.—We did. 

Q.—I notice that that transaction 
although it took place on March 16th, 
1903, was not approved until June 
29th, 1903. Can you say how that 
wasP A.—TI cannot. 

Q.—Can you give any reason for it 
at all? A.—I cannot recall that. The 
only reason is that it may have been 
overlooked. 

Q.—Was it bought with the author- 
ity of the Board? A.—Bought with 
the authority of the persons who had 
charge, to deal with it. 

Q—Was it an authorized invest- 
ment so far as the rules and regula- 
tions of your company go, was it auth- 
orized to be bought in the regular 
order of business in your company? 
A.—Oh yes, certainly. 

Q.—Was it bought for any particu- 
lar purpose? A.—The idea of buy- 
ing Dominion Coal was that it would 
prove an investment. It was then 
on an 8 per cent. guarantee basis and 
we thought the stock was a cheap 
stock at that price and would form a 
very good investment. 

Q.—It was then on a falling mar- 


ket? At least it had been falling; 


I suppose on the day a thing is bought 
it cannot be said whether it is going 
to continue to fall, but it had been 
depreciating in value? A.—I cannot 
recall] that. 


Q.—You can assume that that was 
the fact in March, 1903. We have 
had a good deal of inquiry along that 
line. We have heard of other pur- 
chases of that same stock being made 
to support the market? A.—Well, 
this is so small that there could be 
absolutely nothing of that kind. 

Q.—Still, if a number took a small 
amount it would help? A.—We had 
nothing at all to do with that. 

Q.—Was it done in concert with 
other persons? A.—Absolutely, no. 

Q.—It was not a syndicate or pool 
or as part of any negotiation with 
anyone else? A.—None whatever. 
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Q.—It was bought on its merits or 
demerits, whichever it may be, a 
transaction authorized by the Imperial 
Life for its own purposes? A.—Ab- 
solutely. 


Q.—Do you know whether the pur- 
chase of the Dominion Iron and Steel 
bonds were approved? A.—yYes, there 
was a minute about that. 


Q.—They were authorized by a min- 
ute of the company? A.—Yes. 


Q.—You say Dominion Iron and 
Steel bonds were taken out of the ac- 
count at the end of 1903. Did that 
happen at the end of 1904? A,— 
They were sold in 1903. 


Q.—I thought there were still some 
standing till 1905. Was I wrong 
about that? A.—No, they were all 
sold in 1903. 

Q.—And you have not had any 
since? A.—No. I may say just in 
regard to the word since, that during 
the past three years I don’t think 
that there will be found to be any 
transactions in which anyone might 
criticize the company in the slightest 
degree. 

Q —1903 seems to have been a bad 
year all around. We seem to meet it 
every place. Have you altered your 
investments since 1903? A.—Altered 
them P 

Q.—Changed your plan about in- 
vestments? A.—At the present time 
45 per cent. of our investments are in 
real estate mortgages. 8 per cent. 
in loans on collaterals, that is stock 
loans, 4 per cent. on policies. Be- 
tween 1 and 2 per cent. on stocks 
owned. We have 24 per cent. in 
bonds and debentures. Interest and 
rents due and accrued amount to one 
per cent. Outstanding premiums 7 
per cent. Other assets one per cent. 
So that at the present time practi- 
cally 50 per cent. of our investments 
are in mortgages and nearly 25 per 
cent. in bonds and debentures. 

Q.—How did they stand at the end 
of 1903 by comparison? A.—At the 
end of 1903 our mortgages were about 
28 per cent. Our stocks 3 per cent., 
bonds and debentures 35 per cent., in- 
terest and rents about one per cent., 
outstanding premiums about 10 per 
cent., other assets about one per cent. 
We have rather shifted to mortgages 
on real estate. 

Q.—The last of those Dominion 
Iron and Steel bonds were sold to 
whom? A.—It doesn’t show here who 
bought the last lot, but just imme- 
diately before that, the Central Can- 
ada Loan. 
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Q.—I thought the Central Canada 
Loan bought the last lot, or the Do- 
minion Securities Company? A.— 
They might have done that. 

Q.—The last lot was $25,000. Will 
you explain the transaction whereby 
the Central Canada or Dominion Sec- 
urities Company, whichever it was, 
took up’ the last lot? A.—It was 
done in the ordinary way of a sale to 
that company. 

Q.—Was it at the market price? 
A.—No. 

Q.—What price was it at? A.— 
At 88. 

Q.—Why 88? A.—Because we got 
that price for them. 

Q.—That was not the market price? 
A.—No, it was not. 

Q.—Why did you get more or less 
than the market price? A.—Because 
at that time Dominion Iron and Steel 
bonds had a low rate. 

Q.—What rate were they at about? 
A.—About 573. 

Q.—And you sold them at 88 on 
December 30th, 1903? A.—Yes. 

Q.—To the Dominoin Securities Cor- 
poration? A.—Or to the Central Can- 
ada, I am not sure which. 


Q.—That would be the same thing? 
A.—Yes. 

Q.—Why did yqu get 30 points 
more than the market price? A.— 
There is a difference in the date. I 
don’t know whether the price on De- 
cember 7th— 

Q.—Was not 88 the price you paid 
for them? A.—It may have been. 
That may have been the resason why 
we sold them at that price. 

Q.—Why would the Central Canada 
pay you the price you paid for those 
bonds? A.—Because they were going 
to suffer a loss on them. 

Q.—Why didn’t you take it? A.— 
They did not desire us to suffer a 
loss on them. 

Q.—Why?  A.—Because they were 
interested in the company. 

Q.—As shareholders? A.—I suppose 
so. 

Q.—Do you suggest it was because 
the Central Canada was a shareholder 
in the Imperial Life that it paid that 
30 points? A.—I think that was the 
reason. 

Q.—It still left a loss on the whole 
transaction? A.—Yes. 


Q.—And a bigger loss had the Cen- 


tral Canada not been able to take up 
those at 88? A.—yYes, they had faci- 
lities for holding these securities and 
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I presume they did hold them until 
they recovered in price. 

Q.—Did you ever hear from those 
bonds again from the Central Canada? 
A.—No. 

Q.—Was there any understanding 
that you were to recoup the Central 
Canada? A.—Absolutely no. 


Q.—Did you ever carry through any 
arrangement with the Central Canada 
in any way by way of compensation to 
it? A.—Absolutely no. 


Q.—If there has been a loss to the 
Central Canada the Central Canada 
has borne the loss? A.—Yes. 


Q.—The sale to it at 88 was an out 
and out sale, and payment at that 
timeP A.—Yes. 


Q.—And the transaction was closed ? 
A.—Closed at that time and it has 
never been opened up. 

Q.—And cannot? A.—It cannot. 


Q.—Even if suggested? A.—Even 
if suggested. 

Q.—Besides the Dominion Iron and 
Steel bonds and Dominion Coal stock 
there was a loss on an Atlas Loan 
bond? _A.—Mr. Wallace, the Man- 
ager of the Loan Company, arranged 
to take out an insurance of $25,000 
on his life, provided, we would take 
for the first 5 premiums bonds of the 
Atlas Loan Company representing the 
amount of that annual premium. 
That would be in 1902, I think. 


Q.—On September 25th, 1901, ‘‘the 
Committee approved of the purchase 
of 5 debentures of the Atlas Loan 
Company of St. Thomas, Ontario, to 
the extent of the first 5 years prem- 
iums on Policy No. 6,085 issued by 
this company on the life of Mr. A. 
E.! Wallace for $25,000. Hach de- 
benture is for $1,437.50 and bears in- 
terest at 4 per cent, payable half 
yearly.”’ Then it gives the dates. 
The first debenture would run for 5 
years, the second being purchased inj 
the next year to run for 4 years, and 
so on? A.—Yes, the whole thing 
would run off in 5 years. We only 
took two debentures. 


Q.—‘‘An arrangement was made 
whereby the agents’ renewal commis- 
sion on the second, third, fourth and 
fifth year premiums shall be credited 
to interest on the debentures, the 
effect of which is that the investment 
yields the company 6 per cent.’’ Was 
that Mr. Wallace’s proposal? A.— 
It was carried through by our agent, 
Mr. R. G. Hamilton, in London. He 
had been seeking an insurance on 
Mr. Wallace’s life for some time and 
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finally Mr. Wallace said, if the com- 
pany would enter into this arrange- 
ment he would take the insurance. 


Q.—You bought two debentures 
under that, did you? A.—Yes. 

Q.—And one was paid and the other 
a loss? A.—No, neither one was 
paid. 

Q.—I thought I remembered one 
Atlas Loan debenture being paid? 
A.—The loss is stated, whatever it 
was. 

Q.—The loss is put down here at 
$1,139.20? A.—Yes, that would be 
after crediting the dividend received 
from the liquidators. That would be 
on the two debentures. 


Q.—Then what was the object of 
that transaction being put through in 
that way, was that wholly at the re- 
quest of Mr. Wallace that that was 
done. Was it Mr. Wallace’s desire 
that the debentures should be taken 
in that way? A.—Yes. 


Q.—He stipulated for that when 
he gave his application to Mr. Hamil- 
ton? A.—Yes. 


Q.—And Mr. Hamilton passed on 
the application to you, and you de- 
cided to take it? A.—Yes. 


Q.—Then those three losses, the loss 
on the Atlas Yoan bonds and the 
Dominion Iron and _ Steel bonds 
amounted to $11,823.43? A.—Yes. 


MR. LANGMUIR: Is the Policy of 
$25,000 still axisting? A.—No, as 
soon as Mr. Wallace got into difficult, 
ies, it was not continued. There 
were only two years premiums paid 
on it. 

MR. TILLEY: TI notice in your 
minutes a resolution that no policy 
shall be issued for over $5,000 or no 
risk taken, for over $5,000? A.—Yes. 


Q.—Does that mean that you would 
take a policy for over $5,000 and then 
re-insure ? A.—No risk is insured 
on behalf of the company. That limit 
has been increased to 10,000. 


Q.—Your agents at that time would 
be authorized though to take an ap- 
plication?, A.—For any amount. 

Q.—5, 10 or 25 thousand dollars? 
A.—Any amount. 


Q.—And you would protect your- 
selves by re-insurance? A.—Yes. 

Q.—Leaving not more than $5,000 
risk on any policy? A.—5 or 10 as the 
case may be. 

Q.—I suppose that was regarded as 
a prudent thing for a young com- 
pany? A.—Yes. 

(Adjourned at 2 p.m.) - 
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—Resumed at 2 P.M., June 11th, 
1906. 

—Examination of Mr. Bradshaw 
continued : 

MR. TILLEY: Q.—Those securi- 
ties, Mr. Bradshaw, in which there 
was a loss, were brought to your at- 
tention by the Department, were they 
not? A.—Yes. 

Q.—As the result of their investi- 
gation? A.—Yes sir. 

Q.—And what attitude did the De- 
partment take? A.—That the loss 
should be made good by the directors. 

Q.—That is shown by the corres- 
pondence that is in exhibit 33 where 
Mr. Fitzgerald wrote you on March 
10th, 1904? A.—Yes, I have the let- 
ter here. | 

Q.—On March 16th 200 shares of 
common stock of the Dominion Coal 
Company were purchased. and he re- 
fers to the loss of $2,619.23, and then 
he refers to the purchase of the bonds 
of the Iron & Steel Company, and to 
the loss there of $8,065? A.—Yes. . 


Q.—And adding these two together 
made $10,684.23 without interest and 
then he concludes his letter by stating 
that as the company could not legally 
invest in the securities named he is 
advised that the directors of the com- 
pany are certainly liable to make good 
to the company the loss occasioned by 
such transactions, and he therefore 
says, I shall be glad to be informed 
that the amount so lost has been re- 
couped by the said directors, so that 
the shareholders and the policyholders 
of the company may not suffer by rea- 
son of such unauthorized investments.’’ 
That was accompanied by a letter to 
the President, Sir Mackenzie Bowell, 
of 1903, bringing the matter to his at- 
tention, and finally on the 25th June. 
1904, you wrote to the Superintendent 
stating that the amount of the loss 


has been received by the company? 
A.—Yes. 

Q.—Was that paid by the directors ? 
A.—No. 

Q.—Who was it paid by? 
ator Cox. 

Q.—Senator Cox personally? A.— 
Yas: 

Q.—And was it paid at about this 
time this letter of June 20th was writ- 
tenP <A.—Yes. 

_9.—Did the directors disvute their 
liability? A.—No. I will give the 
circumstances in connection with that. 
The President of the company is Sir 
Mackenzie Bowell, He had some cor- 


A.—Sen- 
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respondence with the Superintendent 
of Insurance, and Sir Mackenzie dis- 
cussed the matter with Senator Cox, 
and intimated to him that he proposed 
to bring the matter before the direc- 
tors and arrange for its payment by. 
them pro rata. At the request of 
Senator Cox this was not done, we 
stated that he personally preferred to 
Boy the amount which he thereupon 
id. | 

Q.—Had Senator Cox any personal 
connection with those transactions? 
A.—No. 


Q.—Why did he relieve the direc- 
tors and pay the money himself? A. 
—I was not personally present at the 
interview; I have just got the. state- 
ment of Sir Mackenzie Bowell of what 
took place, and only assumed he hav- 
ing a very large interest in the com- 
pany that he took upon himself the 
responsibility of making good that 
amount. 

Q.—Was it not because Senator Cox 
had a large interest in these compan- 
ies, the Dominion Iron & Steel and 
the Dominion Coal? A.—I never 
heard that suggested. 


Q.—You know he had at the time? 
A.—Yes sir, I knew he was a director 
of both companies. 

Q.—Were the investments suggested 
by him originally? A.—No. 

Q.—Did you make them? A.—No. 


Q.—Who suggested them? A.—Dis- 
cussed among the officers of the com- 
pany at that time, which would be 
the Vice-President of the Company, 
Mr. Ames, the Managing Director and 
myself. 

Q.—And between you three it was 
decided that the investments should be 
made? <A.—Yes. 

Q.—So that Mr. Céx had absolutely 
no responsibility at all? A.—No. 

Q.—Did he pay it because Mr. Ames 
had suggested it? A.—I cannot say 
that. 


Q.—Has that been discussed at all, 
that phase of it? A.—No,, that 
phase of it has not been discussed; I 
have my own view about that. 

Q.—Is that your viewP A.—It is. 

Q.—And at any rate he paid the 
money, has he been recouped? <A.— 
No, there is no obligation on the part 
of the company whatever to recoup 
Senator Cox. 

Q.—That was a voluntary payment? 
A.—Yes. 

Q.—And an absolute payment? A. 
—Yes, and if it had not been made by 
him the directors would have been 
prepared to have made that payment. 
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Q.—Have the other directors signi- 
fied they were ready to make the pay- 
ment? A.—Some half a dozen of 
them who knew about the matter be- 
ing brought up were prepared to pay 
ie share and the others I presume 
also. 

Q.—This same year there was a re- 
port made on Sao Paulo bonds that 
were written up, and Toronto Electric 
Light bonds written up, and Canadian 
Northern Railway bonds—by the way 
the Atlas Loan bonds, I suppose they 
were authorized security? A.—Yes. 

Q.—There was no question raised 
abdéut those with the Department? A. 
—No. 

Q.—On those unauthorized securities 
we have just referred to there was a 
loss, on these steel bonds, not ulti- 
mately, because it was made good, but 
there was a loss which Senator Cox 
paid? A.—Yes. 

Q.—Did the company deal in any 
other unauthorized securities on which 
it made a profit? A.—I have giver 
you a list of all the profits made by 
the company, and by looking over 
those you will be able to find whether 
that is the case or not. There were 
very few unauthorized securities pur- 
chased. $1.34 on Canada Atlantic 
Railway bonds, $150.90 on Grand 
Trunk Pacific 4 per ‘ent. sterling 
bonds. These are the only profits on 
unauthorized securities. 

Q.—Were you aware when you pur- 
chased Grand Trunk Pacific bonds that 
they were unauthorized? A.—We 
were not, it was a mistake, and they 
were sold: within one month after they 
were secured. 

Q.—Does that account for the quick 
sale of them? A.—Yes, as soon as it 
came to our notice that they were un- 
authorized we disposed of them. 

Q.—Mr. Fitzgerald wrote to you 
about the ledger values of securities 
on January 29th, 1904, after the an 
nual statement was received? A.— 
Yes. 

Q.—He points out there the manner 
you had adopted in writing up securi- 
tiesP A.—Yes. 

Q.—What was that briefly, how had 
you treated it? A.—We had re- 
valued the securities on a certain in- 
terest basis. 


Q.—In the same way as you did 
the Kingston debentures? A.—Yesl. 

Q.—You wrote them to yield a cer- 
tain rate of interest? A.—Yes. 

Q.—How did you enter that in your 
returns? A.—I think they were enter- 
ed under the synopsis of ledger ac- 
counts. 
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Q.—What Mr. Fitzgerald says in 
his letter is: ‘‘In looking over the 
statement of. your company I find a 
number of changes have been made 
in the ledger values of securities by 
means probably of adding or deduct- 
ing profit and loss items’? A,— 
Yes. 


Q.—What does that mean, does 
that refresh your memory upon it? 
A.—The ledger balanee of the securi- 
ties at the end of 1902 had been 
changed to accord with the re-valua- 
tion. 


Q.—So that you had written up the 
ledger value of the security in each 
case? A.—We had valued the sec- 
urities, and the result was to increase 
the ledger value. 


Q.—Then you have increased the 
iedger value of the asset by the amount 
it had appreciated in value in the 
market? A.—Yes. 


Q.—Objection was taken to that 
way of doing it? A.—Yes. 

Q.—What way did the Department 
think the change in value of the sec- 
urity should be shownP  A.—When 
the security was sold. 

Q.—And in the meantime in the 
annual statement was there any way 
indicated in which you could bring 
that increased value, if there was an 
increased value, into the statement? 
A.—Yes, there is an item asking for 
that information. 

Q.—In what part of the statement 
would that be? A.—Under the head- 
ing ‘‘Other assets.’’ 

Q.—In the non-ledger assets? A.— 
Yes. 

Q.—That is an asset that had not 
come into the ledger? A.—Yes. 

Q.—The market value of stocks, 
bonds, debentures over value in the 
account? A.—Yes. 

Q.—You had not entered it there? 
A.—No, it is a matter of opinion as 
to where it should be entered; im- 
mediately the Department called our 
attention to it we changed it. 


Q.—In fact Mr. Fitzgerald sug- 
gests it is a disadvantage from your 
standpoint of showing that value; 
how have you done it in years since? 
A.—<According to the Department’s 
ruling. 

Q.—That is to say where the market 
value changes you have shown that 
increased value under the heading 
of ‘‘Other assets’?? A.—Yes. 


Q.—And each year since that date 
you have taken credit under the head- 
ing ‘‘other assets’? for any increased 
value of market value ‘over the led- 
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ger value? A.—We valued what the 
Department desired us to do. 

Q.—The ledger value in that case 
would show cost? A.—Yes. 

Q.—Supposing there was a depre- 
ciation in the security, how would you 
deal with it? A.—We have not had 
that yet as far as my knowledge ex- 
tends. 

Q.—How could it be dealt with 
under these annual returns? A.—I 
suppose it would come in under the 
synopsis of ledger account, it could 
come in under that. 

Q.—At any rate you have never had 
to deal with that? A.—Not that I 
know of. 

Q.—Mr.. Grant points out that it 
would come in in the same way, but 
it would be market value of stocks, 
bonds, debentures, less— A.—It 
would be a minus quantity. 

Q.—Have you had any re-valuing 
of securities except on the occasion 
you had Mr. Stimson make the valua- 
tion for you? A.—I think so. 

Q.—Not in all these yearsP A.— 
No. 

Q.—And I think you had in 1903 
and 1905? A.—Yes, I think we had 
for two or three years. 

Q.—And since then you have dealt 
with it just in the way you have in- 
dicated? A.—In the way the Depart- 
ment calls for. 

Q.—You purchased in 1903 Canada 
Atlantic Railway Bonds, did you treat 
those as being authorized? A.—At 
the time we thought they were author- 
ized. In the investment clause rail- 
way bonds are permitted to be invest- 
ed in by insurance companies, but 
there is a proviso that there shall 
have been paid on the stock of the 
railway company a dividend for a cer- 
tain number of years. That proviso 
was overlooked, but when it came to 
our knowledge, at least I think when 
it came to our knowledge that this 
was an unauthorized investment that 
investment was disposed of. 

Q.—You sold it in 1904 at a small 
profit? A.—yYes. $1.34. 

Q.—There was one other transaction 
you had, and that I think is the only 
one I want .to refer to in particular, 
and that is as to Electrical Develop; 
ment Bonds and stock, how did you 
become interested in those? A.— 
Through an underwriting of the bonds, 
we received the bonds at 90 with a 
bonus of stock. 

Q.—Have you a separate copy of 
that underwriting agreement that I 
could put in? A.—I think the copy 
was furnished; I have not a copy here. 


INSURANCE. 1197 


BESSIONAL PAPER No. 66 
39th day, June llth, 1906. 


Q.—Is there a copy of the agree- 
ment you entered into at the time? 
A.—Yes. 


Q.—Then they were called Toronto 
& Niagara Power Company bonds, 
with a stock bonus? A.—Yes. 


Q.—You became interested in them 
in 1903? A.—I think so. 


Q.—Have you carried them since? 
A.—Yes, we carried them until 1905. 


Q.—You sold the stock in 1904? 
A.—Yes, I think the bonds in 1906. 

Q.—That accounts for the sale not 
being shown in the returns to us? 
A.—Yes, they were sold in April of 
this year. 

Q.—How did you treat the sale of 
the stock there? A.—As a profit on 
investment. 1 FM 

Q.—Leaving the cost of the bonds 
against the bonds only? A.—Yes, 
same as in the Sao Paulo. 

Q.—You carried those bonds and 
stocks over the 3lst December, 1903? 
A.—Yes. 


Q.—Did you show the bonds in the 
annual statement? A.—Yes. 

().—Did you show the stock? A.— 
I do not know I am sure. I may say 
that on the sale of the stock referred 
to part of the realized value was ap- 
plied in reduction of the amount of 
bonds, and the other part carried to 
profit on investment. 

Q.—You: divided? A.—Yes, so as 
to bring down the value of the bonds 
‘to the market value as of the time 
of the sale of the stock. 

Q.—Could you tell me whether you 
exhibited the stock in the annual re- 
turn? A.—No, it is not shown here, 
but this book with which our Govern- 
ment. statement was checked ‘was seen 
by the Department officer, and that 
fully disclosed the stock as well as the 
bonds. 

Q.—Please read—this is investment 
ledger number 2? A.—Folio 11. The 
heading is ‘‘EKlectrical Development 
Company of Ontario, Limited, showing 
an investment par value of bonds $50,- 
000, book value $38,000,’’ and at the 
heading of the account there are these 
words: ‘‘Bonus of 500 shares in the 
capital stock of the Electrical De- 
velopment Company represented by 
certificate 1,073, in terms of the agree- 
ment as per minute book 2, folio 74. 
This. stock was sold December 29th for 
$18, 875.’ . 

Q.—Is that entry now just the same 
as it was when that transaction was 
first put through, the stock shown in 
that same way? (Mr. Pickett speaks 
to Mr. Tilley.) 
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Q.—You say this entry you have 
read is an entry that has been trans- 
ferred from Investment Ledger num- 
ber 1 at page 21, and there it is shown, 
at the heading of the account, ‘‘Elec- 
trical bonds, certificate 1,073, for 500 
shares in the capital stock of the above 
company’’—is that the original en- 
try? A.—Yes, that would be the 
original entry. 

Q.—And was this item I have just 
read regarding the stock in the ac- 
count when it was first opened up? 
A.—Yes. 

Q.—And has remained there ever 
since? A.—yYes. 


Q.—Did you show the other bonus 
stock you got with the Sao Paulo, I 
suppose you would not show that be- 
cause that was sold before you actually 
paid out the money? A.—Yes. 


- Q.—You acquired those bonds of the 
Electrical Development Company un- 
der this agreement, which will be ex- 
hibit'24, and by it you agreed to pool 
for one year from the lst January, 
1903, all the bonds and stocks covered 
by the agreement, to be sold by a Com- 
mittee for the benefit of all members 
of the pool rateably. (Reads down 
to the words ‘‘Mackenzie, Pellatt and 
Nicholls’’)—they were the parties to 
the agreement? A.—yYes. 


Q.—(Continues reading from agree- 
ment exhibit 224, reads down to the 
figures ‘‘1903’’). Under that agree- 
ment you had the option either to 
take up your bonds and stocks and not 
sell them for a year or else you were 
obliged to leave them in a pool, and 
submit them to be sold by certain per- 
sons appointed as managers, and if 
any sales were made you would get 
your pro rata share, but the price and 
other details would be settled by the 
managers? A.—Yes. 


Q.—And by your minutes I notice 
you decided to leave them in the pool, 
not to withdraw? A.—Yes. 

Q.—And that is the way you carried 
it through? A.—Yes; we afterwards 
withdrew that. 

Q.—But then when you withdrew 
you would have to agree you would not 
sell them for a year from the Ist Jan- 
uary, 1903? A.—There was no agree- 
ment entered into to that effect. 

Q.—But this agreement would cover 
that? A.—Yes. 

Q.—Do you think that is a proper 
and a prudent arrangement for an in- 
surance company to enter into when 
it is investing money? A.—No, I do 
not. 


1198 ROYAL COMMISSION ON 


39th day, June 11th, 1906. 


Q.—You do not approve of it? A. 
—No. ) 

Q.—Why? A.—Because I do not 
think a company should tie up its 
securities or its funds in that way. 

Q.—Why did you do it? A Wo 
thought at the time it was a good in- 
vestment. 

Q.—And for that reason you entered 
into it, but looking at it from the pre- 
sent point of view you think that 1s— 
A.—Not only from the present, but 
very shortly after we entered into it 
T think all the directors realized it was 
not a transaction that they should 
have entered into, not that the se- 
curity was not good. 

Q.—Just the nature of the transac- 
tion? A.—Yes. 

.Q.—There were two or three reports 
put in at Ottawa, and I haye referred 
to the first one which dealt with ad- 
vances to agents; we said all that was 
to be said about that, but Mr. Black- 
adar goes on to say in the report, 
which is exhibit 21, that the ‘‘base of 
the reserve is stated to be Hm. 3} per 
cent. and 3 per cent. for assurances,’’ 
etc. (Reads down to the words ‘‘cal- 
culated by Hm. 3 per cent.’’?)— As 
I remember it this 34 per cent. and 3 
per cent. did not refer to the thing 
quite? A.—No. 

Q.—3 per cent. was intended to re- 
fer to what? A.—That was intended 
to refer to the guarantee. 

Q.—And the 3 per cent? A.—That 
was the guarantee in the contract. 

Q.—Was not the guaranteed surren- 
der value on the 3 per cent. basis? 
A.—Yes, and we had valued that guar- 
antee on a 33 per cent. basis. 

Q.—And that is why you use the ex- 
pression 3} per cent? A.—Yes. 

Q.—Then in exhibit 23 he refers to 
amount due for re-insurance $20,000; 
“This is re-insurance of a policy on 
the life of the late Senator Fulford 
in Cenfederation Life. I understand 
the Confederation disputes the claim, 
upon what ground I _ have _ not 
learned’? has that claim been paid? 
A.—No. 

Q.—What position is it at the pre- 
sent time? A.—TIt is in the hands of 
our solicitors. 

Q.—And that was the dispute? A. 
—I think that is a matter I cannot 
enter into at present inasmuch as I 
think it would prejudice our position. 

Q.—Can you tell me what dispute 
the Confederation raised? A.—That 
they were not liable under the policy. 

Q.—By reason of what? <A.—That 
there was no claim in their opinion, 
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I have forgotten exactly the basis of 
the contention. 

Q.—That there was no claim against 
your? A.—Yes. 

Q —That the policy did not consti- 
tute a claim against you? A.—Yes. 

Q.—Was it in any sense a peculiar 
policy? . A.—yYes. 

Q.—-What was the nature of it? A. 
—As I said before I do not think that 
that is a matter that should be en- 
quired into at the present time inas- 
much as it would prejudice our posi- 
tion in this matter. 

Q.—Mr. Bradshaw, I do not want to 
prejudice your position with regard 
to litigation, but can you not tell me 
the nature of the policy just in the 
same way as if you had the policy here 
and showed it to us—I am not asking 
you to discuss the merits and demer- 
itsP A.—It was a contract— 

Q.—Have you it here? A.—No. 

Q.—Nor a copy of it? A.—No. It 
was a contract involving the payment 
of an annual amount for 25 years after 
Senator Fulford’s death, and a final 
payment 26 years after his death. 
During his life time an annuity was 
to be paid to him. 

Q.—The same amount as the pay- 
ment after his death, was the an- 
nuity? A.—TI think so. 

Q.—How much was that? A.—The 
amount I think was $3,750. 

Q.—Is that the annuity that ceased 
to be payable which comes into your 
profit and loss statement? A.—Yes. 

Q.—Because I understand there 
was— A.—That was the annuity that 
comes into the profit and loss state- 
ment. 

Q.—-What was the consideration for 
that contract, what did the company 
get for it? | A.—The_ consideration 
for that contract was a single pay- 
ment of $100,000. 

Q.—And then until Senator Ful- 
ford’s death he was to get $3,750? A. 
—Yes. : 

Q.—And after his death for how 
many years? A.—For 25 years. 

@.—A similar sumP A.—yYes. 

Q.—And then at the end of the 
25 years? $A.—$100,000. 

Q.—The arrangement seems to be he 
paid $100.000 to the Imperial Life, at 
the time the contract was entered into, 
and he would get $3.750 from that un- 
til it was repaid back to him 25 vears 
after his death? #A.—That is what I 
have stated. 

Q.—You then re-insured, did you? 
A.—T have already indicated that T 
do not think it is right for me to go 
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into the terms of that contract at the 
present time, inasmuch as it is a mat- 
ter of litigation and it would preju- 
dice our position. 

Q.—I do not think I have asked you 
anything yet about the merits? A. 
—You are touching upon a matter I 
think that is— 

Q.—Sub judice? A.—Yes. 

Q.—The only other statement I 
wanted as an answer to the last ques- 
tion that you, as you thought at any 
rate, reinsured in the same way with 
the Confederation Life? A.—That is 
established. 

MR. MALONE: There is no ques- 
tion; it is a legal contract, and we 
are going to enforce it. 

MR. TILLEY: Q.—I suppose you 
could show us the contract with Sen- 
ator Fulford, or the policy? A.— 
Have you not already seen it? 

Q.—No?P A.—Il understood that 
that had been the case, not yourself, 
but that those partly connected with 
the Commission had seen it. 

Q.—Can we see the contract? -A. 
—Yes. 


Q.—And have a copy of it? . ates 


Yes. 

Q.—Is there any other insurance or 
contracts of any volume of that kind 
in the Imperial Life? A.—There is 
another contract similar to it. 

Q.—One other that is not yet a 
claim? A.—Not yet a claim. 

Q.—The person who obtained it is 
still alive? A.—Yes. 

Q.—For what amount is that? A. 
—I think thirty or thirty-five thousand 
dollars. 

Q.-—And that constitutes all of that 
sort of transaction? A.—Yes. 

Q.—-Mr. Blackadar also refers to the 
loans to the Provident Investment & 
Mortgage Guarantee Company of $250,- 
000; I think that was composed of two 
sums, one of $150,000, and the other 
$80,000? A.—yYes. 

Q.—The $150,000 being on Metro- 
politan— A.—Metropolitan Bank 
stock. 

Q.—And the $80,000 being on Inter- 
national Transit Company bonds? A. 
—Yes. 

Q.-—He says the Metropolitan Bank 
stock was in the name of trustees? A. 
—Yes 

Q.—That I think, if I remember 
right, is authorized by your Act of 
Incorporation? A.—Both bv our Act 
of Incorporation and by the Insur- 
ance Act. 

Q.—Has that loan been paid off? 
AT V.OSs 
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Q.—That transaction is closed? A.— 
Yes. 

Q.—And the International Transit 
Company’s loan of $80,000, has that 
been paid? A.—No, that is still stand- 
ing. 

.—Is it a safe and proper loan, do 
you think? A.—Yes, it is a legal se- 
curity, and the bonds are well se- 
cured. 

Q.—Mr. Blackadar goes on in his 
report to give some information about 
that; what is the company? A.—It is 
an electric street railway company 
running between Sault Ste. Marie, 
Ontario, and the Sault Ste. Marie, 
Michigan. 

Q.—Then there is some ferry com- 
pany in connection with it? A.— 
Yes, running betwen the two places, 
and that is part of the security as 
well. 

Q.—Are the bonds security on the 
whole enterprise? A.—Yes, on the 
Canadian and American side and on 
the ferry. 


Q.—Is there any fund that is built 
up to apply on those bonds? <A.— 
Yes, there is a sinking fund in the 
hands of the National\[rust Company, 
and the mortgage provides for an an- 
nual payment of $6,290, angl there is 
now in the hands of the Trust Com- 
pany the sinking funds due for the 
past three years in respect of that se- 
curity. 

Q—You say Mr. Blackadar in his 
report says that the five months, July 
to November, 1905, show a large in- 
crease in net earnings, $14,477.37, 
and the bonds considered to be good 
for the amount loaned upon them—I 
suppose that. information would be 
got from you? A.—We furnished 
him with that information. 

Q.—You believed it to be true? A. 
—Yes. 

Q.—He also refers to some profits on 
sales of securities, Sao Paulo Rail- 
way Company, Dominion Bank stock, 
Bank of Commerce and Grand Trunk 
Pacific bonds, making a total] gain of 
$4,418.26; and from that the loss on 
the British America Assurance stock 
you spoke of was deducted, leaving 
$462.01; then other stocks were sold; 
then he refers to I suppose the very 
thing yon mentioned this morning, 
that the increase in assets during the 
vear has been altogether in mortgage 
loans on real estate? A.—Yes. 

Q.—I notice that a number of your 
loans are taken with insurance poli- 
eies as an additional security? A.— 
No, not as an additional security. 
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Q.—You require the mortgagor to 
take out insurance? A.—wNo. 

Q.—What is the transactionP <A.— 
This is the transaction ; where the bor- 
rower desires insurance, where the bor- 
rower applies for life insurance at 
the same time we may make a smaller 
rate of interest, put the loan through 
at a smaller rate of interest. We 
have never exacted life insurance in 
connection with any loan, we never 
treated it as security for a loan. The 
loans are treated on their merits. That 
is on the valuation of the property. 
You will see frequent reference in the 
minute books to releases of insurance 
policies as the consideration, showing 
we attach no importance at all to the 
security for the loan. 

Q.— I noticed that where the pro- 
perty is sold? A.—Yes. 

Q.—Or where the property changed 
hands? A.—Yes. 

Q.—Who values the property where 
you put through that sort of a trans- 
action? A.—Our loan manager. 

Q.—Your loan manager where? A. 
—In Brandon. 

Q.—I think most of your transac- 
tions of that kind are in the West? 
A.—Yes. 

().—And on these loans you get good 
rates of interest? A.—From 6 to 7 
per cent. 

Q.—Who is your loan manager? A. 
—Robert Hall. 

Q.—Who is your agent? A.—He is 
our agent and loan manager. 

Q.—Who is Mr. Cooper? A.—He 
is a valuator. 

Q.—In your employ, or is he a 
separate valuator being paid accord- 
ing to fees for the work he does? 
A.—Mr. Cooper is Secretary of the 
National Trust Company of Winni- 
peg, and all of our loans prior to first 
February, 1906, passed through his 
hands in’ order that he might secure 
the beneSt of his opimrved in respect 
thereof. 

Q.—I notice at the «1! i the state- 
ment to the applica:ion would be a 
statement that “ir. Cooper recom- 
mends the loan for the full amount or 
part of the loanP A.—Yes. 

Q.—Mr. Cooper is not your West- 
ern Manager? A.—WNo. 

Q.—Was he at one time ? A.—He 
was at one time our representative 
in Winnipeg. 

Q.—Mr. Hall is your agent? A.— 
He is our loan agent. 

Q.—Does he get commissions on in- 
surance? A.—He does when he gets 
any, but his applications for insur- 
ance are very few and far between. 
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Q.—A person comes to Mr. Hall for 
a loan on real estate—application is 
made to him? A.—Yes, or to his 
agents. 

Q.—He fills out I suppose a regular 
form? A.—Yes. 

Q.—Does he then arrange for in- 
surance if he can at the same time? ?P 
A.—No, I do not think so. 

Q.—He sends on the application| 
then to you after having Mr. Cooper 
approve of it? A.—I may say Mr. 
Hall is on a salary basis, so that he 
has no interest in putting a loan’ 
through that is not a first-class loan 
on its merits. 

Q.—Is any commission paid with 
respect to those policies? A.—Yqs, 
paid to him when he secures them. 

Q.—The commission on the policy is 
paid to Hall? A.—Yes. 

Q.—He is not paid anything for 
the loans? A.—No. 

Q.—But he is on ‘the policy? A.— 
When he secures a policy. 

Q.—When he secures a policy along 
with it? . A.—Yes. 

Q.—What salary does he get? A.— 
I think it is $3,000 per annum. 

Q.—And he gets some insurande 
commissions as well? A.—Very, very 
small indeed, they amount to a very 
small item. , 

Q.—He does not get a policy unless 
the loan goes through; he won’t be 
able to carry through his insurance 
and get this commission on the policy 
unless the applicant gets the loan? 
A.—Not if there is an arrangement 
of that kind with the applicant. 

Q.—Don’t you think that is_ ob- 
jectionable? A.—The transactions are 
so very few. 

Q.—They would appear to be num- 
erous in the minute book, but I 
thought there were quite a few of 
them? A.—We do not think that the 
life insurance feature has ever pre-- 
judiced his view in regard to the 
matter of a loan. I think it is well 
known that Mr. Robert Hall is one 
of the best loan representatives of 
any company in Western Canada. He 
has tad an experience of 23 years; 
he was Western representative of the 
Trust & Loan Company. 

Q.—Tell me what has been your ex- 
perience with regard to losses on 
loans throughout the region where he 
has been agent? A.—AII of our loans 
have come through Mr. Robert Hall. 
He has been our representative for 
the past seven and a half years. We 
have put out there about a million 
and a half of money, we have had 
two foreclosures in eight years in that 
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time. In both of those cases we have 
had to pay to the original owner of 
the property over $1,000 in each case. 
The amount of interest outstanding 
at the end of last year was a very, 
very small fraction of the interest due. 

Q.—You think the transactions he 
has put the company into, so to speak, 
have been on their merits, and have 
not been at all because of any com- 
mission he might get on the premiums 
of policies? A.—Not at all. 

Q.—That might apply to Mr. Hall, 
do you think that it is a good method 
for general application with insurance 
companies ? A.—No, I do not think 
if it were general we would allow such 
a thing to continue, but it is not 
general. 

Gis ou toink with Mr. Halle A. 
—He is essentially a loan man, he if 
not a life insurance man, never was. 

Q.—One other exhibit was put in, 
number 27, and there Mr. Blackadar 
refers to the amount of the not-taken 
policies in some companies, and he 
refers to your company, saying that 
of your 1905 issues there were 185 
amounting to $224,427 and not taken 
of previous years 438, amounting to 
$575,601, that is the ‘total not-taken 
policies in that year, I think he was 
referring to 1905 year? A.—Yes. 

Q.—573 in number, amount $800,- 
028? A.—Yes. 


Q.—And he also refers to the North 
American Life, and brought out about 
a similar result there, making nearly 
$600,000 in the case of the Imperial 
and over $600,000 in the case of the 
North American Life, reported in 
previous years as taken upon which) 
no cash has been received, thus mak- 
ing the showing more favorable to 
those. companies than to those which 
reported business paid for in cash 
value? A.—I think that does not 
only apply to those companies, it ap- 
plies to other companies. 

Q.—Yes, the report is a report made 
apparently with regard to the form of 
the return, rather than any particular 
company’s’ business?— A.—Yes; I 
think the return should be amended if 
the information is desired in some 
other way. We were simply comply- 
ing with the terms of the blank. 

Q.—The form should be amended 
by asking for the amount of policies 
reported during the year and paid for 
in cash? A.—I think that would be 
a good amendment. 

Q.—There appears to be with your 
and other companies a large amount 


of not-taken policies? A.—That Vis 


brought about by people changing} 
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their mind; at the time they insure 
they go through the form of applica- 
tion, and the medical examination, 
and then when the policy is presented 
they change their minds for various 
reasons. 

Q.—In the meantime nothing has 
been paid? A.—A.—WNo. 

Q.—If any thing at all has been 
an it goes into the lapse class? A. 
Sarg Bl Sie 

Q.—Would it not be well to have 
some payment made at the time the 
application is signed? A.—TIf it could 
be obtained it would be very desir- 
able. 

Q.-—Is it a practice that any com- 
panies adopt? A.—No, I do not 
know that any company has adopted 
that practice; we always instruct our 
agents to endeavor to get a payment 
at the time the application is made, 
but there is no company which in- 
sists upon payment being made at 
the time the application is made. 

Q.—lIs if necessary to treat that as 
an issued policy until some payment 
has been made? A.—Take yourself 
for example, if you are entering into 
a contract and you desire to know the 
merits of the company before you pay 
any amount on it, and there may be 
something in the contract that does 
not quite meet with your approval 
when you get it. 

Q.—In the meantime because the 
policy has been written and the party 
examined it must be treated as a pol- 
icy? §A.—Yes. It is a policy is- 
sued; for example we send it out to 
Vancouver, we do not know whether 
that policy will be taken or not. 


Q.—I suppose you will have to show 
what is done in that direction pro- 
bably as part of your justification for 
expenses of medical examination, that 
would be all expense the company 
would have to pay? A.—We have to 
have our applicants medically exam- 
ined before we can issue the policy. 

Q.—Do you know of any cases where 
applications have been written pur- 
posely for the purpose of getting the 
number of policies issued to swell up? 
A.—I can only speak of the Imperial 
Life ; it has never been done in the Im- 
perial Life. 

Q.—No policy has ever been writ- 
ten towards the end of the year with 
that purpose in view? A.—On the 
contrary we have been very exact, we 
have been opposed to that principle. 

Q.—In exhibit 33 that I was refer- 
ring to, Mr. Blackadar, goes on, after 
setting out the items you had written 
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up and the losses you had incurred and 
says that there had been added to im 
terest account and written off to pro- 
fit and loss $1,247.04, and expended 
on office furniture and written off to 
profit and loss, instead of being en- 
tered in expense account $2,319.73; 
and taking these two items with the 
losses incurred on the Atlas Loan, 
Dominion Coal and Dominion Iron & 
Steel stocks and bonds, they make to- 
gether $15,390.20; and deducting that 
from the total you have written up 
left $847.87, and that balance he says 
was entered in the statement as ap- 
preciation of securities, is that the 
_ way it was done? A.—I presume so 
if that is Mr. Blackadar’s report. 

Q.—That is jhis report; he then 
made certain corrections in the report; 
why was the item of $1,247.04 added 
to interest account and writen off pro- 
fit and loss in that way? A.—I do 
not remember. 


Q.—It was not an item of cash re- 
ceived for interest? Aa Leno An0t 
remember the details of it. 


Q.—He says here, added to inter- 
est account $1,247.04, that is, as I un- 
derstand, adding to interest account 
in respect of an item that was not 
received in actual cash and that you 
wrote off to profit and loss? A.— 
That refers to the Atlas Loan matter, 
Dominion Iron & Steel and Dominion 


Coal. 


Q.—It represented the interest that 
had accumulated on those investments ? 
A.—Yes. 

Q.-—It was not an item of interest 
that had ever been received in re- 
spect of this? A.—No. 

Q.—And therefore it should not have 
been credited as cash received? A.— 
Not on those investments. 

Q.—Or on any investment? A.— 
No. 

Q.—It was not received at all? A. 
—-No. 

Q.—Expended on office furniture, 
but written off to profit and loss ac- 
count, that should have been shown in 
cash paid for office furniture, should 
it not? A.—yYes. It was not with 
any intention of getting away from 
the Department’s method of keeping 
record of these things, it was through 
I think lack of knowledge on our part 
of the way in which it was desired 
these should be shown. 

Q.—The result was that you showed 
an item of $847.87 as appreciation 
in securities. and that was made up 
by over $16,000 appreciation in se- 
curities, and then charged against it 
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the losses on these other securities? 
A.—Yes. 

Q.—And the result is you did not 
show in your return the losses on these 
unauthorized securities? A.—Not in 
that way. 

Q.---Not in any way, because this 
statement would not get into the re- 
port at allP A.—No. 


Q.—Then when Mr. Blackadar 
would inspect your books to get this 
$847.87 would you show him how it 
was made up? A.—We would show 
him everything. 

Q.—Would that be something which 
he would have to see when he was 
checking that item? A,—I think so. 

Q.—You do not remember ? A.— 
No, I cannot remember. 

Q.—The proper way to have done it 
was to have shown the appreciation 
in securities? A.—I do not think 
that is the proper way, because it is 
a matter of opinion. We thought 
the way we reported was the right 
way, and when it was shown to us 
that was not the way we immediately 
changed our statement to accord with 
what the Department desired us to 
show. 

Q.—Can you say you would be un- 
der any misapprehension as to the 
proper way after reading .over the 
schedule of information that the De- 
partment desires you to make under 
oath as to the business of the year? 
A.—Yes, I think as given in Mr. Fitz- 
gerald’s evidence, he said he found 
about, 600 corrections in the reports 
of life insurance companie s. That 
statement going without any examina- 
tion would indicate there had been a 
great many errors made by life insur- 
ance companies, but as a matter of 
fact it will be found upon investiga- 
tion that those were not errors cOm- 
mitteed .on purpose, but that they 
were errors of judgment. 

Q.—The result was at any rate out 
of the return the losses on these in- 
vestments P A.—That was not the 
object, that was the result. 

Q.—You say that was not your ob- 
ject in doing it that way? A.—No, 
because that item would be investigated 
by Mr. Blackadar’s in order that it 
might be determined how it was made 
up. 

Q.—He goes on and refers to Domin- 
ion Coal, Dominion Steel which you 
have spoken about and the losses were 
paid onP A.—Yes. 

Q.—And he refers also to the Metro- 
politan Bank stock, that is the same 
stock upon which the Provident Com- 


INSURANCE. 1203 


SESSIONAL PAPER No. 66 ¢ 
39th day, June llth, 1906. 


pany subsequentl ot 
$150,000 P bec coe nytt 

Q.—And he reiers here that “By 
an arrangement of the directors this 
stock has been sold without loss to 
the company in either principal or 
a ah oe (reads down to the 
words ‘‘into interest column’’)—was 
that $209,000 more than the ae 
market price of the stock at that time ? 
A.—Yes. 

Q.—Was there any obligation on the 
purchaser of the stock to pay more 
than the market price? A.—No. 
'Q.—Why was it paid? A.—The 
amount was paid by Mr. Ames, 

Q.—Without any obligation being 
on him to pay more than the market 
price? A.—Yes, I think he felt some 
responsibility in regard to the in- 
vestment. 
wee marine paeaneed the invest- 

ent he took it from the compa 
$209,000 which was more rane te 
market value of it? A.—Yes. 

Q.—Now, you have submitted a pro- 
fit and loss statement for the year 
1905 have you not? A.—Yes. 

MR. LANGMUIR: Before you leave 
the question of investment, I ‘would 
like to have your views as to that 
Fulford policy; do you consider that 
a sound method of insurance? A.— 
Yes, both from the standpoint of the 
assured and from the standpoint of 
the company. 

Q.—You undertook to pay 32 per 
cent. during the life time of the insur- 
ed, and for 25 years thereafter? A. 
—Yes. 

Q.—Last year the average rate on 
all gout investments was about 5.385? 


2° 


Q.—Consequently you would make 


on that about 1.40? A.—yYes. 

Q.—He might have lived another 25 
years? A.—Yes. 

Q.—So that you practically under- 
took to pay 33 per cent. for 26 years, 
~and possibly 25 years longer? A.— 
Yes, but we had a guarantee at the 
back of that, in regard to reinsur- 
ance, . 

Q.—Do you in a case of that kind 
create a sinking fund? A.—Every 
year. 

f Q.—You lay it aside? A.—Yes, lay 
it aside on that particular policy on 
a strictly actuarial basis, and that is 
checked by the Department. 

Q.—Did you consider it safe both 
from the standpoint of the company 
and also for the assured—it looks 
to me a little too much like an invest- 
ment, more as an investment agency, 
or as an investment business than a 
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life insurance business. That is all, I 
just wanted your view upon that. 

MR. TILLEY: Q.—Mr. Blake asks 
me to ask you for a statement of the 
losses and profits, the net result of 
losses and profits on your investments? 
A.—I would like at this stage to be 
permitted not only for myself but 
also for the directors of the Imperial 
Life Assurance Company, the Presi- 
dent and Vice-President and Direct- 
ors to be permitted to make a state- 
ment. In the conduct of a fairly 
large business extending over a good 
number of years it will happen that 
errors of judgment, and sometimes 
what may even be termed irregulari- 
ties will occur. Where such have ap- 
peared I have not hesitated to ac- 
knowledge these, but there is another 
view point which I do not think this 
Investigation has taken notice of, but 
which it appears to me is in the in- 
terest of the policyholders and the pub- 
lice to make public. Although the 
Imperial Life is a comparatively 
small company and its figures are not 
as large as some of the other offices it 
has during the past eight years, apart 
from loans to policyholders made as 
evidenced by the returns of this Com- 
mission call loans amounting to over 
a million and a half of money, it has 
purchased securities of over a million 
and a half, it has sold securities of 
about three-quarters of a million, and 
it has made mortgage loans of over 
one million and a half. 

MR. BLAKE: Q.—What is the 
total of that? A.—The total of those 
figures is about five millions of money. 
What has been the net result of all 
these transactions? The actual cash 
losses made in respect of them amount- 
ed to $4,124, apart from the loss on 
Dominion Coal and Dominion [ron 
& Steel, the actual cash profits real- 
ized over and above intdrest amount- 
ed to $34,846, the average rate of 
interest earned has varied from 4.01 
in 1897 to 4.68 in 1900, 5.37 in 1902, 
5.52 in 1905 or an average between 
1897 and 1905 of 5.15. On December 
1st, 1905, our total assets according 
to the company’s own statement 
amounted to $2,828,000; invested, as 
I said this morning 45 per cent. in 
mortgage, 4 per cent. in loans on 
policies, 1 per cent. in stocks, about 
8 per cent. loans on collaterals, 24 
per cent. in bonds and debentures, 1 
per cent. in other assets, 7 per cent. 
in outstanding premiums, 1 per cent. 
in interest, and about between 6 and 
7 per cent. in cash on hand. Our 
assets in our own valuation amount to 
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$2,828,000, while in the report to the 
Government as called for it amounts 
to $2,840,000; that is to say, we have 
taken a more conservative view than 
the Government has by some $12,000. 

MR. TILLEY: Then Mr. Blake 
asked me to ask you to make a further 
statement as to what transpired on 
the first June, 1903, when the trans- 
action that we spoke about this morn- 
ing. was put through, is there any- 
thing further you can say about that? 
A.—At that time we were dealing with 
men who were well-known, and who 
are well known to-day to be wealthy 
men, and in treating with a trans- 
action with these men we would not 
s0 specifically scrutinize the transac- 
tion as we would if we were dealing 
with men who had not established 
wealth and reputation. 

Q.—What men? A.—TI refer to the 
Hon. Mr. Cox, and in previous trans- 
actions to Mr. Flavelle, and prior to 
June, 1903, to Mr. Ames. He was 
a man whom we all believed to have 
very great wealth, and no one was 
more surprised than I was when I 
learned with very much regret indeed 
of his difficulties. 

MR. BLAKE: How long did you 
hear of that before the difficulty? A. 
—I think it was a few days before 
the close of May, it may have been 
about the middle of May; I had no 
idea whatever before that time that 
there was any trouble. 

MR. TILLEY: Q.—As to the par- 
ticular transaction on the Ist June, 
1903, when that transaction we refer- 
red to this morning was put through, 
what can you say, if anything, as to 
what was said at that time— 

MR. BLAKE: Q.—What was the 
proposal made, how was it carried 
out, and what was the end of it? 
A.—The directors understood it was a 
loan, they passed it as a loan, they 
treated it as a loan. 


MR. TILLEY: Mr. Blake asks what 
proposal was made to the directors, 
what acceptance was given and so on, 
if you cannot say what was said at the 
time I do not know that we can ad- 
vance it beyond what you did this 
morning, because you told us all about 
the understanding this morning; can 
you tell us anything more this after- 
noon as to what was said at that time 
by Mr. Ames in proposing it, or by 
you in accepting it or anything of that 
kind? A.—It was proposed as a 
loan, it was treated by us as a loan, 
it was understood by me and the other 
directors as a loan, and it was treated 
in our records as a loan. 
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Q.—But you cannot say anything 
further than that as to what was said 
at the time? A.—No. _ Since this 
morning I had an opportunity at 
lunch, I saw one of our auditors acci- 
dentally, I did not go there purposely 
to see him, I asked him if he had any 
recollection whatever concerning the 
entry ot the minute in December, 1903. 

Q.—Which auditor was that? A.— 
Mr. John McKay, and he said he 
thought he had some recollection, and 
he would look it up when he returned 
to his office, and since coming, here this 
afternoon I have received this memor- 
andum. (Hands memorandum to Mr. 
Tilley.) 

—Mr. Tilley reads the memorandum 
of Mr. John McKay. Memorandum 
marked as Exhibit 225. 

Q.—Mr. Blake desires to know when 
you first heard of this transaction hav- 
ing been spoken of in any way as a 
purchase? A.—It was I think when 
the auditor called attention to it. 

MR. BLAKE: That was in Decem- 
ber, 1903? A.—Yes. 

MR. TILLEY: I suppose I might 
say that if any of the directors or 
persons whose names are mentioned in 
connection with any of these transac- 
tions in connection with this company 
or any other company desire to in any 
way state their position to the Board 
of course they would be given every op- 
portunity of doing so. 

Q.—That is your profit and _ loss 
statement? <A.—Yes. 


—Profit and loss statement marked 
as exhibit 226. 

Q.—This is the statement of the pro- 
fit and loss for the year 1905 made up 
on the forms submitted by the Commis- 
sion? (Exhibit 226)P A.—Yes. 


Q.—It shows the loading on the first 
year premium to be $31,747, the net 
expected death losses in the year 1905 
in respect of policies. issued in that 
year $17,093. Then, less the net 
actual death losses in that year in re- 
spect of such policies $6,474, making 
$10,619; that is a gain in the mor- 
tality of $10,619? A.—yYes. 

Q.-—_The total margins on the see 
year premiums, 1905, $42,316? A.— 
Vos cil 

Q.—And less expense as per sche- 
dule first year $181,975, making a loss 
in respect of the first year business 
of $139,609? A.—yYes. 


Q.—Then that is a large excess of 
cost over the margin available for new 
business, is it not? A.—It is a nor- 
mal amount. 
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Q.—What percentage would that be 
—I am told the percentage of cost 


to the margins would be about 4380 per 


cent? A.—Il presume that would be 
about right. 

Q.—Is that a fair basis of compari- 
son there between costs and expenses 
of the first. year, or have you any 
criticism to offer on that? A.—The 
expenses of the company have not 
been divided in this book so as to dis- 
tinguish first year costs and renewal 
cost, and therefore the statement in 
regard to the expenses of the first 
year is merely an approximation. We 
have taken a method which has some 
reputation, namely that expenditure 
in connection with new premiums is 
ten, times the expenditure on renewal 
premiums, ten times per cent— 

Q.—Of course that is arbitrary? A. 
—That is very arbitrary, and it may 
be that if we had been able to keep 
an account of the expenses incident to 
the first year’s business this amount 
may have been less or may have been 
greater. 

Q.—You have just divided your ex- 
penses in that arbitrary fashion? A. 
—yYes. 

Q.—Then you have set out the total 
expenses less the investment expenses 
in that first schedule, and shown how 
much was paid for commissions, salar- 
ies and other iike expenses? A.— 
Yes. 

Q.—And also for taxes, and adver- 
tising, the total expenses coming to 
$243,032.27? A.—Yes. 

Q.—And then you make an adjust- 
ment for commissions due and out- 
standing 1905, less commissions due 
and outstanding 1904, on premiums 
paid in 1905, and for general expenses 
due and outstanding 1905, less general 
expenses due and outstanding 1904? 
A.—Yes. . 

Q.—Bringing the balance to $252,- 
042.27? <A.—Yes. 

Q.—And of that you have appor- 
tioned $181,975 for first year expenses P 
A.—Yes. 

Q.—Other than th:t have you credit 

in that statement for all your first 
year margins, or have you any criti- 
cism to offer that part of your mar- 
gins would be in the following years? 
A.—In respect of the loadings? 
- Q.—Yes. or have you made allow- 
ance for that in this statementP A. 
—There has been no allowance made 
for that. 

Q.—Have yon all the loadings: that 
should be applied to that first vear 
eredited too on your item of loading 
here? A.—There is added to the net 
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premium for expense on the average 
from 20 to 33 per cent., and the cost 
of placing a new policy in the books 
of the company varies from three to 
four years’ loading, and therefore, it 
takes between three and four years 
before a policy begins to earn sur- 
plus. We have in the conduct of our 
new business anticipated our loadings 
between three: and four years. 

Q.—You say it takes three or four 
years, that is on the basis of your 
ne power in your company? A. 
—Yes. 

Q.—Which in the last few years has 
been a high rate of interest? A.— 
Yes, a high rate of interest. 

Q.—So that in that respect it is very 
favorable? A.—Yes. 

Q.—Other than that it would take 
much longer? A.—yYes, the lower the 
rate of interest and the higher the 
rate of mortality the longer it would 
take for a policy to be sustaining. 

Q.—You speak of that showing for 
first year business as being about the 
average? A.—I cannot say whether 
it is the average of other companies or 
not, it is I would think an average 
showing, we have not a gain and a 
loss exhibit in Canada, and, therefore, 
it is impossible to determine whether 
that is a favorable or unfavorable state 
of affairs. 

Q.—There has been no regulation 
under the Insurance Act here that 
companies should hand in to the de- 
partment each year a gain and loss 
exhibit? A.—No. 

Q.—Do you think that is something 
that should be done? A.—Yes, I 
would give that my very hearty ap- 


-proval. 


Q.—It is a requirement of some of 
the States? A.—Yes. 

Q.—And you think it should be 
adopted here? A.—Yes, for one rea- 
son especially, I think it would as- 
sist the company in determining how 
fast they were going, it would assist 
them to determine where their profits 
came from, or where their losses came 
from, and I think it would have a 
magnificent educational effect upon 
the managers of life companies and I 
think also it would be beneficial in the 
interest of policyholders and the pub- 
lic generally. 

Q.—It would show them I suppose 
usually that the losses come from ex- 
pense of the first year businessP A.— 
It would just depend on how the gain 
and loss exhibit were required to b 
made out. 

Q.—It should be made out with 
that point in view, at any rate should 
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it not, as to the cost of new business— 
I am not saying that is the only thing 
to be considered? A.—It might be 
very desirable to have that in view; 
there might then be some rivalry 
amongst the companies to get down 
the cost ot the securing of new busl- 
ness, 

Q.—Has your company been mak- 
ing every effort to get down that cost 
of new business? A.—Yes, we have 
been doing all that we could do, the 
cost L think is mostly associated with 
the field work. ns, 

Q.—With the high commissions 
“paid? A.—Yes. pat 

Q.—And has the basis of commission 
increased in your day much? A.— 
Yes, very considerably; when I went 
into the business, although quite a 
boy, I remember the commissions then 
were forty per cent.; that was re- 
garded as the maximum commission ; 
they have steadily increased until they 
are 60. 65 and even higher than that. 

Q.—75 per cent? A.—Yes, for 
brokerage, that is no renewals. 

Q.—Has the tendency been to do 
away with commissions on renewal 
business and make it more commis- 
sion entirely on the first year_ busi- 
ness? A.—I have not noticed that 
tendency if there is such a tendency. 
“Q.—What has been the cause ot these 
higher commissions? A.—I think one, 
the -strivings of the companies to 
write a large volume of business; se- 
condly, I think the competition has in- 
duced the companies to pay more for 
the business than I think they should 
have paid; and thirdly, I think that 
rebates have had a great deal to do 
with the increase in the cost. | 

Q.—Why do you say rebating has 
had anything to do with the increase 
in the cost? A.—An agent if he is 
on salary is not, of course, permitted 
to rebate; if he comes across a risk 
and he can only secure it by a rebate 
then he is being really paid twice 
for the business he secures, once by 
salary and once by commission. If 
the agent pays the rebate out of his 
own pocket he comes to his company at 
a certain time and intimates that he 
is not making a sufficient amount to 
live on, with the effect that the com- 
panies have gradually increased the 
remuneration to some agents. 

Q.—Have you adopted a system of 
paying agents by a salary? i 
No, we have not; we pay agents by 
salaries and by commissions; I think 
that the only proper way to pay agents 


is by commission, for the reason that . 


then you will he able to determine the 
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actual cost of your business; if you 
pay an agent by salary he is several 
months with you before you can deter- 
mine whether he is paying or not, and 
you may make quite a serious loss 
with him; if he is being paid by com- 
missions your expenses will not be 
greater than the commissions which 
you allow him. I think that is also 
borne out in the experience of two 
companies which I think are regarded 
as being the best conducted companies 
in the United States; I understand 
the North-West Mutual Life pays its 
agents only by commissions, and I 
think that statement is correct in re- 
gard to that accident company, the 
Mutual Benefit Life of New Jersey. 
Those two companies have about as 
low an expense rate as any other com- 
panies in the United States. 

Q.-—You would not agree with some 

of the witnesses we have had who 
think it would be desirable to pay 
agents more by salary than by commis- 
sion? A.—I would not agree. 
_ Q.—It has been said by some that 
1t would have the tendency to stop re- 
bating ?P A.—I do not think that 
that would stop rebating; some com- 
panies have paid their agents by sal- 
aries, and I think rebating has not 
stopped; it has not decreased in late 
years; if anything I think it has in- 
creased. 

Q.—-Does your company ever receive 
any policies on which commission is 
not paid to any person? A.—In the 
first policies the Imperial Life ever is- 
sued on the lives of its directors, it 
amounted to a very large sum, pro- 
bably two or three hundred thousand 
dollars, not one dollar of commission 
was paid on those policies. 

Q.—Nor allowed to the assured? A. 
—Nor allowed to the assured in any 
shape or form, they all came to the 
company free of cost; neither have 
our directors been allowed any renewal 
commission, no officer of the company 
has been allowed any renewal commis- 
sion on his premium, and has not re- 
ceived any renewal commission on his 
premium. 

Q.—Since the first writing up when 
the company was formed have you got 
any policies without any commissions 
being payable, either coming into your 
head office direct or in any other way? | 
A.—Not ‘very many, a few, but very 
very few. 

Q.—How would they come to you, 
those you did get? A.—Friends’ of 
the company, friends of the officers. 

().—Would send in applications? A. 
—Yes, or they would come and inform 
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the officers, and intimate they pro- 
posed to place insurance on their lives, 
and they would pay the full premium. 

Q.—The applicant then would pay 
the full premium? A.—Yes. 

Q.—And nothing go to the person 
who introduced them? A.—I am 
speaking about the applicant coming 
direct to the company or direct to the 
officer of the company. 

Q.—-The full jpremium would be 
paid? A.—Yes. 

Q.—No rebate has been allowed to 
the applicant himself from the office? 
A.—Coming direct? 

Coa) O82 A.—Yés: 

Q.—Is that the rule or is it the 
rule to pay full premium? A.—We 
endeavor in every instance to get the 
full premium, where we find that a 
man knows there is a commission to 
be allowed, and where he has been 
offered it and states that he won’t in- 
sure with us unless he gets it, then 
we do not lose him. 

Q.—Then you say your company has 
allowed rebates not merely through 
agents but on business coming to the 
office and the office knowing about 
it? A.—The same as every company 
in Canada has done. 

Q.—Other companies, we have had 
here, some of them have said it would 
not come under the personal notice of 
the manager? A.—I think that every 
manager knows very well that re 
bates are allowed, and that they must 
have personal actual knowledge of 
such condition. 


Q.—Do I understand that if a per- 
son goes into the Imperial Life Assur- 
ance Company and presents himself 
for a policy—does that ever happen 
in the first. place? A.—Yes, that 
happens. 

Q.—And he presents himself for a 
policy, he is passed by the medical 
examiner, and then when the ques- 
tion of the first premium comes up, 
if he asks for a rebate or something 
off, and insists on it he would get it? 
A.—Yes. 

Q.—Amounting to what? A.—We 
endeavor to make it as low as we pos- 
sibly can, but we never go beyond our 
maximum rate of commission, which 
is a graded commission starting from 
20 per cent. on some plans and run- 
ning up to 60 per cen¥. on others; 
we have a brokerage rate which we 
do not pay to business which is in- 
troduced to the company in that way. 

Q.—So that the highest rebate you 
would allow then would be 65 per 
cent.? . A.—No, 60 per cent. on a 
whole life policy, and if it were a ten 
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payment life policy it would be thirty 
or thirty-five. 

Q.—So that the office would allow 
that rebate direct? A.—Yes because 
it would be forced to do it by com- 
petition. 

Q.—Do you mean to say that some 
person could go to other offices and 
be treated in the same way? A.—He 
tells us he has had an offer, and he 
mentions the company and the agent. 


- Q.—I can quite understand an agent 
doing that, but I am talking about the 
head _ office of the company doing it? 
AI am speaking of the applicant 
coming direct to our office and men- 
tioning it to us that the offer of rebate 
has been made by another office or 
by another agent, an agent of another 
company. 

Q.—And if you feel it is necessary, 
that is I suppose the way to put it, 
if you feel it is necessary to get a pol- 
icy you do not hesitate giving him 
the amount of the commission you 
would have to pay an agent to write 
that policy? A.—We do it reluct- 
antly. 

Q.—But you do it? A.—Yes. 
~ Q.—And you say 60 is the highest 
you ever allowed that way? A.—So 


far as my knowledge extends. 


Q.—What does it amount to in dol- 
lars and cents a year?. A.—It de- 
pends on the class of insurance, and 
the age. 

Q.—Could you give any average? A. 
—Take $30 premium, that would 
amount to $18. 

Q.—I am speaking of an average 
for a year’s business? A.—People 
coming direct ? 

Q.—Yes? A.—I suppose we would 
probably have a dozen persons during 
the year applying direct for life in- 
surance. 
 Q.—Is it right to say you would 
never have a person come to you di- 
rect that was not rather getting bids 
on insurance? A.—TI should say pro- 
bably one-quarter of those would not 
have any commission allowed, and the 
other three-quarters would. 


Q.—And I suppose that three-quart- 
ers it would be safe to say were pro- 
bably going around? A.—May be. 

Q.—Getting tenders? A.—May be. 

Q.—That is a bad state of affairs? 
A.—Yes. 

Q.—What routine must an applica- 
tion such as that go through before the 
rebate is permitted; who would such 
a. person see in the office? A.—The 
managing director, or myself, or one 
of the other officers. 
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Q.—And how many persons in the 
office would be authorized to grant 
the rebate? A.—The four officers men- 
tioned, the managing director, my- 
self, assistant secretary or assistant 
actuary. 

Q.—Who is the assistant secretary? 
A.—Mr. Pickett, and Mr. Moore is 
the assistant actuary. 


Q.—So that every one of those four 
would be authorized to grant the re- 
bate? A.—Yes. 


Q.—How would it be granted, by 
his giving a cheque for the balance or 
by his giving a cheque for the full 
premium and getting a cheque back? 
A.—In some instances it would be by 
giving a cheque for the full amount, 
and we giving our cheque back, or else 
by the applicant simply giving a 
cheque for the difference, and his re- 
ceipt taken for the balance. 


Q.—Do you ever make any allow- 
ance to agents who have granted re- 
bates—supposing an agent comes to 
you and says, I can write So-and-So 
for a policy for five or ten thousand 
dollars, and the commission that you 
will allow to me is 60 or 65 per cent., 
but I have to give him that 60 or 65 
per cent., because John Smith, the 
agent for another company is offering 
him that rebate; I want you to give 
me my commission over and above 
that rebate? A.—No, we do not do 
that. This may have occurred; his 
commission may have been 60 per cent. 
and the agent says, ‘‘I have to allow 
60 per cent. to the applicant, and I 
will secure this business for you if 
you give me an extra 5 per cent.’’ 
I think there are very, very few cases 
in which that has taken place. 


Q.—But there are some? A.—I 
think so, I could not name you one, 
but it seems to me that runs through 
my mind. 


Q.—In that way you would get the 
commission to the agent up to 65, and 
I suppose higher than that? A.—Not 
much higher than that. 


Q.—Has not the applicant sometimes 
paid in that premium and the com- 
pany got no benent from the premium 
at all by reason of rebates to the appli- 
cant and extra allowances to the agent 
and so on? A.—Never. 

Q.—You think in no case has the 
whole first premium been used up? A. 
—Never; that is in commissions; we 
may Mavis paid a man a salary, and as 
the result of his operations he has not 
earned it. and it has cost us more 
than the first year’s premium, 
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Q.—I was not asking about that; 
you say in commissions at any rate it 
would never be used up? A.—No. 

Q.—So far as the Imperial Life In- 
surance Company is concerned it has, 
whether by force or otherwise, recog- 
nized rebating? A.—lIt does not re- 
cognize rebating, but it has been 
forced to recognize it. 

Q.—I do not quite understand it? 
A.—What I mean to say is this, that 
we do not approve of rebating, we do 
everything we possibly can against re- 
bating. 

Q.—-Except stopping it in your own 
company? A.—Which would mean we 
would have to stop business. 

Q.—You would have to stop some of 
this business that comes into the head 
ofice? A.—Not only that—— 

Q.—There is a fairly small volume 
of business that comes in direct to the 
head office? A.—Yes. 

Q.—Don’t you think the allowing of 
the rebate from the head office in that 
way to persons coming in is the worst 
possible thing that could happen in 
connection with the rebating system,. 
does not that give it more encourage- 
ment? A.—TI can see no difference be- 
tween allopring it in the office and an 
agent allowing it. 

Q.—Does it not give it the stamp of 
approval it otherwise would not get? 
A.—AIl the offices know about it, even 
their agents allowing the rebate, and 
if an applicant were to come to us and 
we said to him, We do not approve of 
rebating, and we do not give rebates, 
we would be placing ourselves in a 
false position, beause we do know our 
agents give rebates. 

Q.—It is one thing for an agent to 
give a rebate, but it is another thing 
entirely for the company to so far ap- 
prove of it as to give a rebate direct? 
A.—I cannot see any difference. 

Q.—At any rate it is needless to ask 
you whether you have ever told your 
agents they must not rebate? A.—We 
have done it over and over again, we 
have told them never to rebate unless 
they are compelled to. 

Q.—Would you need to tell them 
that? A ._—Probably not. 

Q.—I understand you to say that 
you are one of the four who are auth- 
orized to give the rebate in your of- 
ficeP A.—Yes. 

Q.—I suppose you exercised your 
privilege? A.—I have done it several 
times, and I think every manager of: 
a life insurance company in Canada 
has done the same thing irrespective 


‘of any other evidence given to the 


contrarv. As to the merits of rebat- 
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ing, I have only one opinion, I think 
it is absolutely wrong. : 


MR. BLAKE: You always tell them 
never to do it again? A.—It is very 
unfair; it is inequitable, certain 
classes of policyholders should receive 
rebates and others do not; it is very 
unfair to the policyholders who do not 
receive rebates. 


Q.—That seems to be the consensus 
of opinion, but it seems hard to get 
any person started in the way 
of stamping it out? A.—In 
that connection. I would like 
to say this, that strong efforts 
have been made to stamp out rebat- 
ing. Efforts have been made by the 
companies acting by themselves, for 
themselves, and also acting in concert. 
The companies have also endeavored 
to secure legislation on the subject, not 
once, but two or three times. The 
Legisatures do not appear to give us 
much assistance or encouragement. It 
was only at the last session of the On- 
tario Legislature that the Canadian 
Life Officers’ Association sought a law 
to do away with rebating, the Associ- 
ation believing that if such a law were 
placed upon the statute books of On- 
tario it might be extended to other 
Provinces in Canada, and thus eradi- 
cate the system of rebating. The Ca- 
nadian companies have endeavored to 
stop rebating, but they found it was 
useless unless the American and Brit- 
ish companies came in. The British 
companies would come, but it has been 
found difficult to secure, at least up to 
the present, the co-operation of the 
American companies. 

Q.—Has there been any different 
policy in the Imperial Life in that 
regard at any time since it was incor- 
porated? A.—Different policy from 
what? 


Q.—From what you have outlined, 
giving a rebate if you must give, and 
as little as you can? A.—That has 
been our condition right along. 

Q.—There is rebate legislation in 
many of the States of the United 
States? A.—TI believe so. 

Q.—Do you know whether it has the 
effect there of stopping the system of 
rebating? A.—TI can only speak from 
hearsay; I think it has had a’ good 
effect in some States; in the State of 
Michigan it has had a good effect; I 
can only speak from hearsay. 

Q.—Who would you penalize for the 
offence, the agent, or the company, 
or the assured, or the secretary? A. 
—The secretary would be an agent, 
would he not? I would penalize all 
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three; I would penalize the agent, 
the company and the assured. 


Q.—And do you think it could be 
stopped in any other way than that? 
A.—Not unless all the companies co- 
operated together, and I do not think 
there is much likelihood of securing 
the immediate concurrence of the com- 
panies for all time to come to stop re- 
bating. 

Q.—That I suppose has been touch- 
ed on by the Managers’ Association 
sometimes? A.—Yes. 


Q.—You were speaking about the 
first year’s expenses, and the length 
of time it takes to make up that ini- 
tial outlay, and you have given us an 
estimate of that (in exhibit 227 now 
filed). (Reads.) Do you think that is 
a proper assumption that the first 
year costs 100 per cent. of the ordin- 
ary life premium? A.—I am inclined 
to think it is a rather low estimate. 


Q.—That is you think it would cost 
over 100 per cent.? A.—I am inclin- 
ed to think so. 


Q.—On that basis you estimate in 
your return that it would take three 
years to make good? A.—Yes. 


Q.—And as you have said that is 
partly due to the high rate of interest 
your company earns, and then you 
have had a very low mortality rate? 
A.—Yes, and to the careful selection 
of lives. 


Q.—Or has it been good fortune? A. 
—No, I think it is due to the careful 
selection of lives. Our business is not 
a very large business, it may be we 
have been fortunate in not suffering 
the maximum mortality. 


Q.—There is a gain on mortality, 
and what has the gain been in your 
company? A.—Our mortality has 
been about 52 per cent. of the Hm 
select. 

Q.—That is a very low rate? A.— 
Yes. 

Q.—Apparently all the Canadian 
companies have a saving on mortality ? 


Ae RS: 


Q.—Is that due to the fact that they 
are Canadian companies and doing 
business in Canada, or is it due to the 
fact that they are taking on a great 
many new selected lives? A.—I think 
it is due to both. 


Q.—Do you think that the compan- 
ies here are right in treating that as 
a permanent saving they will have, 
or is that merely a temporary saving 
that in time will cease to exist for 
them? A.—I think it is only a tem- 
porary saving. 
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Q.—Are the companies not depend- 
ing on a saving that in time they will 
not. be able to treat as an asset at all? 
A.—I think that a company should 
make provision for the time when its 
deferred mortality—I think that is 
the way to put it, it is really deferred 
mortahty— 

Q.—That is deferred mortality that 
must come in to the company in time? 
Ai Tn’ time. 

Q.—And ‘that a 
make provision for that? 
SO. 

Q.—That is it is kept in proper con- 
dition so long as new lives are com- 
ing in fast enough? A.—Yes. 

Q.—And probably when that stops 
and the new business is not taken on 
so rapidly they will have a change in 
that mortality? A.—The curve will 
run up. 

Q.—Part of that loss on the first 
year business I suppose is got back 
to the company by lapses and sur- 
render? A.—I do not think that the 
anticipated loadings in respect of the 
new business is made good out of 
lapses. I think some of it is made 
good out of surrenders, but most of 
it out of the loadings, after the initial 
period of the policy 

Q.—But under section H you have 
in this profit and loss statement re- 
serves released by surrender and lapse 
$42,582, less surrender values allowed 
$24,107, leaving a gain there of 
$18,475; would not that item be due 
to some extent to the early lapse of 
the policy, and should be credited to 
your first year expense? A.—There 
are different views in regard to that, 
and some cempanies I realize treat it 
in that way. 

Q.—Do you think that is a proper 
way to treat it, what is your opinion 
about it? A.—I think it might be 
fairly utilized for the high cost of 
new business. 

Q.—What other view is there of it? 
A.—About the application of it? 

Q.—Yes? A.—I am speaking now 
about the application. 

Q.—You think that might fairly be 
treated as a deduction of that item 
of $139,609? A.—Yes. ! 

Q.—That item of cost of new busi- 
ness I see takes up about 60 per 
cent. of the entire earnings of the 
company for tthe year?, A.—What 
earnings do you refer to? 

Q.—60 per cent. of the entire earn- 
ings of the year, of the entire pre- 
ium income—there is $228,203 as total 
of the profit column? A.—Yes. 


company should 
A.—I think 
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Q.—And then you take $139,609 as 
the cost .of the new business, that is 
about 60 per cent.? A.—Yes. 

Q.—Of the entire profits of the 
business; then this amount has to be 
deducted I suppose from the year’s 
earnings and would reduce the amount 
divisible amongst policyholders as pro- 
fits if you were making a_ yearly 
division? A.—Yes, 

Q.—You would have to take that 
much from the profits of the old 
policyholders to be used in the new 
business? A.—Yes. 

Q.—Do you think that is good in- 
surance business, is that fair to the 
old policyholders? A.—It depends a 
good deal upon your system of divi- 
sion of profits. Under our system we 
assume no policy will earn surplus 
until it has been in force three years, 
and therefore provision is made for 
that. Some companies I understand 
have a reserve fund to take care of 
that; we have not. 

Q.—You do not regard that a pol- 
icy earns any profits until—A:-—Until 
it has been three years in existence. 

Q.—And then it commences to 
accumulate profits? A.—On the pay- 
ment of the fourth year premium. 

Q.—You do not divide your profits 
each year? A.—We allocate them, 
but we do not pay them out each 
year. 

Q.—You adopt the five year basis? 
A231 68; 

Q.—Now the renewal’ expenses 
amount to how much? A.—$70,068. 

Q. That is $45,209 is saved oa the 
loading and renewal premiums paid, 
the difference between $70,000 and 
$115,000? A.—Yes. 

Q.—Then the loading on renewal 
premiums and the loading on the first 
premiums would make $147,024 would 
it net? A.—Yes. 

Q.—And the expense of the first 
year business added to the expense of 
the renewal business would amount to 
$252,043? A.—Yes. 

Q.—So that your total expense for 
the year would be more than $100,000 
in’excess of your total loadings? A. 
—Yes, we have anticipated several 
years’ loadings. 

Q.—Does that mean that you are a 
young company, that makes that ne- 
cessary? A.—No, I think that is inci- 
dent to all companies. 

Q.—That the expenses for the year 
should be bigger than the loadings for 
ihe year? A.—I don’t say it should 

e. 
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Q.—But I mean to say that is inci- 
dent to all companies? A.—I would 
not say to all companies either. I 
must correct myself there. It is inci- 
dent to quite a number of compan- 
ies. It is especially incident to a new 
company because they have not got 
the large volume of old business on 
their books and consequently the load- 
ings are not sufficient to take care of 
the expenses. 

Q.—Then does that prove or not 
that the loading has not been suffi- 
ciently high to take care of expenses? 
A.—No, I think the loadings have 
been ample. 

Q.—You think the loadings are 
ample to ultimately take care of the 
business ? A.—Yes, I think that a 
company’ when it gets into a normal 
condition, 

Q.—How are you going to ascertain 
that, is there any criterion that en- 
ables you to ascertain whether that is 
so or not? A.—Yes. 

Q.—That the loadings are sufficient 
to ultimately take care of expenses? 
You will find a loss of $100,000 this 
year, will that continue? A.—That 
will decrease each year until it is final- 
ly wiped out. 

.—How do you ascertain whether 
that will be wiped out and that your 
loadings are really sufficient to pay 
for expenses? A.—By a comparison 
of something similar to that year by 
year. 

Q.—In the absence of something of 
the kind can you tell where to draw 
the line on your initial expenses? A. 
—No, it is pretty hard to do that. 

Q.—Can you do it in the carrying 
on of your business, can you tell where 
you must draw the line on the first 
year expenses? A.—There is no limi- 
tation to first year expenses. I think 


that it would be desirable to bring 


about a limitation of first year ex- 
penses. 

Q.—By statute? A.—I am not so 
sure about that but I do not know 
that it could be brought about in any 
other way, I am not just sure about 
that. 

Q.—Why do you think it is desir- 
able to limit first year expenses? A. 
—Because I think that is where all 
the life companies at the present time 
are meeting with their losses. That 
is to say that the new business of the 
life insurance companies is costing 
them all, I think, too much, and if 
there were a limitation placed on the 
cost of business it would have the ef- 
fect of decreasing the cost and conse- 
quently of enabling the companies to 
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keep within the proper margin allow- 
ed for expenses. 

Q.—That is, you think, the compan- 
ies in the race for business will not 
keep within the margin unless required 
to do so by some statutory provision ? 
A.—I am inclined to think that there 
is a likelihood for this high rate of 
expense to continue unless there is 
some statutory provision or something 
else. I do not know what else to sug- 
gest. 

Q.—In order to have some legisla- 
tion in the way of restriction of first 
year expenses you must have some 
standard on which to base legislation, 
must you not? A.—Yes. 

Q.—What standard do you suggest 
could be used? A.—That is a pretty 
big question. There has been a stand- 
ard suggested. 


Q.—What is that, are you refer- 
ring now to the Select and Ultimate ? 
A.—Yes. 

Q.—What have you to say on that 
as a standard? A.—I am inclined to 
think it is a very ingenious system 
but I do not know that the function 
that is worked on there is the right 
function that should be worked upon 
in connection with expenses. "The 
function that is worked upon is the 
mortality function.. There does not 
appear to me to be very good reason 
why gains in mortality should be anti- 
cipated and employed to off-set the 
heavy expenses of new business. The 
only claim, I think that has been 
made in support of that system is 
that the savings in mortality in the 
early years have been caused by good 
management and that this saving 
should be off-set against the expenses 
incurred in introducing the business. 
{ think that that view is hardly suffi- 
cient because the expense caused by 
the selection is only an inconsiderable 
portion of the total first year’s ex- 
pense, whereas the allowance made is 
intended to provide for a very sub- 
stantial portion of the expenses. It is 
claimed, as we have already discussed 
this afternoon, that forfeitures should 
be used as an off-set against the 
expense of replacing the withdrawing 
life by a new life. It seems to me 
that there would be almost as much 
logic in giving effect to that element 
as there would be in giving effect to 
the mortality. The loading in any 
year after the first is always more 
than sufficient to provide for the 
expense of the policy of the succeeding 
year, and in order to gauge the extent 
to which the expenses of the first 
year’s business may exceed the load- 
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ings on the first year’s premium, I . 


think that that element should be 
worked upon rather than the mortal- 
ity element, that element which is 
specifically added to the net premium 
for expenses. I do not say that this 
is a model proposed, but it seems to 
me that the function that should be 
worked upon in connection with this 
first year limitation of expenses is the 
loading factor and not the mortality 
factor. 

Q.—That is to say the first thing 
to look for is some standard or criter- 
ion on which to base legislation? A. 
—Yes. 

Q.—Or base even a rule of conduct 
for the company in its own manage- 
ment. A.—Yes. 

Q.—And so long as you get a rule 
that brings about the result, I suppose 
the reason for establishing that rule 
is not so very material. A.—It is 
desirable that the rule’ should be 
based on a good logical reason. 

Q.—And you say that the reason 
given for adopting the Select and 
Ultimate is that the saving in mortal- 
ity in that direction is the result of 
he expense that is to some extent 1n- 
curred in having the lives properly 
selected? A.—Yes. 

Q.—And that that affords a reason 


for using that saving in the mortality,. 


towards the first year expenses? A.— 
Yes. 

Q.—But your criticism of that is, as 
I understand it, that the portion of 
expense that is used to get that selec- 
tion of lives is a very, very small part 
of the expense of the first year? A.— 
Yes. 

Q.—And the item you are using on 
one side and the item on the other are 
out of proportion? A.—Yes, that is 
correct. 

Q.—Then you say that the expense 
that you are referring to that should 
be considered when you are dealing 
with this subject of Select and Ulti- 
mate is the expense of the medical ex- 
amination? A.—yYes. 


Q.—But is not the expense of get- 
ting the new lives something that is to 
be considered as well as just the med- 
ical examination? A.—I think that 
the main element to be considered is 
the selection, the expense connected 
with the selection of the risk from the 
medical standpoint. 

Q.—Then you limit it to the medical 
standpoint? A.—The agents are sup- 
posed to seek good risks, but it is not 
upon the agent’s report that a policy 


is issued. Jt is after the risk has been 


selected bv the local examiner and fur- 
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ther selected by the medical referee at 
the head office. 

Q.—Do you mean that if the taking 
on of new lives was dealt with by the 
agent only you would not have the 
saving in mortality? A.—No, it is al- 
together likely you would have a loss 
in mortality. 

Q.—You think it would be the other 
way if it was left to the agent? A.— 
Yes. 

Q.—And the only item of expense 
you can attribute to this better mor- 
tality is the work that the doctor does? 
A.—TI think so. 

Q.—And you will not, as far as that 
is concerned, add to that the work of 
the agent? A.—I do not think the 
agent selects the risks for the life in- 
surance company, speaking generally. 

Q.—It is, after all, a result of com- 
bined action, the agent and the doctor 
working together? A.—Well, the agent 
is not qualified. 

Q.—He is qualified to get the manP 
A.—He is qualified to get the applic- 
ant. 


Q.—He gets the person, who may or 
may not be selected, and then the doc- 
tor simply says he is or is not selected. 
A.—Yes. 

Q.—Would you not combine the ex- 
pense of both? A.—TI think that the 
expense in connection with selection 
is limited to that in regard to doctors 
and head office selection. 

Q.—Then there might be four items, 
I suppose; there would be agent’s first 
year commission, and then other com- 
pensation to agents for new business 
and advances to agents, and medical 
examinations and inspections, and you 
would treat the medical examinations 
and expenses only as being applicable 
to that? A.—yYes. 

MR. KENT: Why would you not in- 
crease the first year’s premium? A.— 
What for? 


A.—To pay the sooner this loading 
for the first year’s expenses? A.— 
Well, the future premiums, the load- 
ing added to the future years’ prem- 
iums is supposed to cover the excessive 
cost of the first year’s premium, and it 
does that. 


Q.—That is not so clear, Several 
witnesses have expressed a doubt as to. 
that. Some witnesses have said it 
takes the loadings 7, 8, 9, and 10 years 
to overtake the initial expense? A.— 
Yes. 

Q.—Anyway, what is to hinder the 
Imperial Life from adding 50 per cent. 
to the first premium? <A.—Because. 
the competition would prevent us from: 
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doing so, and it would not be fair to 
the applicant. 

Q.—At the beginning of your exam- 
ination you said you could not agree 
\ that it was competition that fixed the 
rates, and not the actuary? A.—I 
said the actuary fixed the rate more 
than competition. 


Q.—‘‘Are not premiums fixed by 
competition more than by actuaries to- 
day? A.—No, I would not say that.”’ 
Now, I would like you to say some- 
thing ; if you would not say that, what 
would you say? A.—I say the prem- 
ium rates are fixed more by the actu- 
aries than by competition. First of 
all there must be a suitable table of 
mortality, determined by the actuary: 
there must be a safe rate of interest, 
and there must be a fair estimate of 
the probable expense. It is the fair- 
ness of these three elements that go to 
make up the net premium and it is 
upon the judgment of the actuary as 
to what table of mortality, what rate 
of interest, and what loading shall be 
employed. 

Q.—But back of all that, there is a 
question of competition that in my 
opinion at least, fixes the rate? A.— 
For example, if a fraternal] insurance 
corporation determined that $10 was 
a proper rate for a premium and we 
determined from our tables that $30 
was the proper premium, that competi- 
tion would not affect us. We have to- 
day in Canada a large number of as- 
sociations charging rates very much 
below what are proper and sound 
rates; notwithstanding that, we do not 
endeavor to compete with those rates. 


MR. TILLEY: I suppose it is like 
the merchant with his goods: to 
some extent he is governed both by 
the cost of the article and what his 
competitor is selling it for. and even 
if his competitor sometimes gets 
below cost— 

JUDGE MacTAVISH: 
quality of the goods. 

MR. TILLEY: I suppose the qual- 
ity will be about the same, perhaps, 
here. The actuary figures out the 
cost of the insurance? A.—The net 
cost. 


Q.—And then competition to some 
extent, probably. modifies the prem- 
ium that would be charged, and both 
these factors must enter into the de- 
cision. A.—The rate is. never more 
than the net cost. 


MR. KENT: If the Imperial Wife 


And the 


was alone in Canada don’t you think 
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your premium rates would be higher? 
However, you have admitted that 
competition has something to say. 
MR. TILLEY: No doubt it affects 
it a good deal. Then, in your opin- 
ion, does the favorable rate of mor- 
tality in the first few policy years war- 
rant a lower reserve being held by the 
company? A.—No, on the contrary, 
I am of the opinion that it indicates 
that a company should hold a higher 
reserve and this view is borne out by 
the opinions of eminent British 
actuaries. We have also ourselves 
regarded that as being proper. 


Q.—If the mortality rate is lower, 
why should the reserve that is held for 
the policies be higher? Why should’ 
it not just be commensurate with the 
death loss? A.—For the simple rea- 
son that the mortality we do _ not 
suffer this year is bound to come upon 
us some year; it is merely deferred 
and the company should make _ pro- 
vision for that deferred mortality. 


Q.—Why should they do it in a year 
when they have many other things to 
look after? A.—Our companies, as a 
rule, do not do it in Canada. Some 
of the best British offices do it. Ut 
is simply, I think, because here they 
are not very wel] able to do it, fin- 
ancially. 


Q.—Do you say then that British 
companies, some of them, put up a 
higher reserve in the first years of 
the policy, than the ordinary reserve? 
A.—Yes. Take for example, the 
Australian Mutual Provident, which 
has been often referred to in evidence 
here and which is a magnificent 
example of life insurance company. I 
remember reading, a short time ago, 
that it had placed £70,000, $350,000 
to the credit of deferred mortality, 
and for the express purpose of taking 
care of the mortality in the years 
when it would be greater than it was 
in the earlier years. 

Q.—That is a very good thing for a 
company that is financially strong to 
do. A.—It is sound actuarially also. 

Q.—Is it a proper thing to enforce 
upon a young company that 1s not so 
well able and is not likely to sustain a 
death loss. A.—No, I would not say 
it was a good thing to force it upon 
any company. 

Q.—You think it would be a prudent 
thing for a company to do but it 
should not be exacted. Would you 
think it wise to make any exception 
from the rule as to reserve in the 
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case of young companies. A.—Not 
exactly in a reserve but I think that 
there might be some modification in 
the labilities of a newly established 
life office. 


Q.—You have not got so far reliev- 
ed from the younger days of a com- 
pany yet that you have lost sympathy ? 
A.—No, I sympathize very much in- 
deed with all young life companies. 
My first experience was with a new 
lite office and my second experience 
with a new life office, so I know a 
good dea] about their troubles. 


Q.—What would you suggest would 
be good treatment for a young com- 
pany in that regard? A.—Let us look 
at the Select and Ultimate System of 
valuation that my friend Mr. Dawson 
has suggested—and I must admit that 
it is an exceedingly ingenious method 
and that he deserves, I think, very 
great credit for suggesting it. The 
Select and Ultimate system of valu- 
ation contemplates a decreasing of the 
usual net premium reserves main- 
tained for the security of policyhold- 
ers. I have a great admiration for a 
company that maintains the net prem- 
ium system of valuation and I have 
very little sympathy with a departure 
from that universally recognized sound 
principle. The main element, it ap- 
pears to me, in life insurance, is secur- 
ity ; and it appears to me that it would 
be a very serious matter indeed if the 
present security to policyholders were 
lessened. The history of life insurance 
in Great Britain, where the methods 
of conducting business are recognized 
as having attained a high degree of ex- 
cellency, ‘reveal that after evolution 
through many stages of valuation 
methods the net premium valuation 
has become the almost universal stand- 
ard. It is not. perfection by any 
means. Out of 79 life offices, no less 
than 67 maintain reserves on a net 
premium valuation basis or on a basis 
even more stringent. In the United 
States the net premium valuation 
method has been, until recent years, 
the standard for practically all of the 
States. In Australia it is the com- 
mon method, and in Canada it has 
been the legal standard since 1876, the 
date of the Insurance Act. In Great 
Britain and Australia—and this, I 
think, is a verv important statement— 
the companies have been free to adopt 
such standard of valuation as their 
actuarial officers have deemed proper. 
and it is quite significant that without 
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compulsion and guided only by what 
they be:ieved to be sound and best in 
the interests of policyholders, they 
have adopted as before stated, the 
net premium system of valuation. 
Nevertheless 1 believe that it would be 
proper to permit a company, should it 
so desire, to take credit for the ad- 
ditional year’s loading beyond the first 
which might be embraced in the hmit- 
ation of expense for new business. 
That is determine the net premium re- 
serve and show it in the Government 
returns, but carry out as a net liabil- 
ity the difference between the net 
premium reserves and the _ present 
value of the anticipated loadings. But 
I do not think that the net premium 
valuation should disappear from the 
Government statement. Set that up 
as an ideal for a company to attain 
to. Let it be shown but allow the young 
company to take credit for these an- 
ticipated loadings, which it has been 
found necessary for the company to do 
in order to secure new business. This 
would, no doubt, prove of service to 
some companies, but I presume it 
would not be taken advantage of by 
the well established and _ prosperous 
companies. Should it be taken advan- 
tage of the result brought about would 
be somewhat similar to that, obtained 
by the employment of the Select and 
Ultimate Method of valuation which 
Mr. Dawson has inaugurated, but I 
think without its defective features. 
First the limitation of the expense of 
new business would be measured by 
treating with an element, namely the 
loading, the specific purpose of which 
is to provide a fund for the expense of 
the policy, instead of with the element 
of mortality which, it seems to me, is 
very slightly connected with the ex- 


-_pense. And secondly, it would main- 


tain the integrity of the net premium 
system of valuation, which I consider 
one of the bulwarks of life insurance. 
The deduction from the net premium 
reserve of an item representing an 
amount invested by the company in 
the procurement of new business, thus 
enabling the public, from the Govern- 
ment returns, to determine exactly the 
amount of the anticipated loadings, 
would, I think, give the public a very 
excellent method, and also would be a 
test of solvency. 


(At 4.30 p.m. Monday, llth June, 
adjourned to 10.30 a.m. on Tuesday, 
12th June, 1906.) 
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Examination of Mr. Bradshaw 
continued : — 


MR. TILLEY: Q.—You were speak- 
ing yesterday of a method other than 
the select and ultimate method which 
had been mentioned, and your idea 
was that whatever method is adopt- 
ed should be on the loading rather 
than on the saving in mortality? A. 
—It seemed to me that was the proper 
function to work on. 


Q.—You spoke of anticipating load- 
mesyadiay younote. -A.=—Yes, 

Q.—Would that be anticipating all 
the loadings on the policy? A.—No. 


Q.—Or a certain number of load- 
ings? A.—No, only what might be 
termed the initial loadings. 

Q.—For how many years would you 
say would be the initial loadings? A. 
—It is merely a suggestion which I 
make, it is not a system which I am 
advocating, it is simply a suggestion. 
I would think that in respect of poli- 
cies where the premiums are payable 
over the whole term of life, or where 
premiums are payable for 20 years 
or more, that one-fifth of the loadings 
might be anticipated, that is to say 
the whole of the first year’s loadings, 
and the three subsequent years’ load- 
ings, less 74 per cent. of the gross 
premium in order to take care of the 
renewal expense; on premiums less 
than 20, but as many as 15, one-fifth, 
that would be three; on premiums less 
than 15 up to 10, two, that would be 
one-fifth; it would be a rule of fifths, 
the total number of loadings assumed 
never to exceed twenty. 


Q.—On any plan of insurance? A. 
—Yes. 


Q.—Have you any statement there > 


that would show that on the different 
plans of insurance? “A.—Yes, I did 
work out a scheme to see how it would 
come out, and that is the scheme. © 

Q.—Proposed limit of cost of new 
business? A.—Yes. 

Q.—Is this a system that has been 
adopted any place that you know of? 
A.—Not to my knowledge. 

Q.—Is it a plan that has been pro- 
posed by actuaries? A.—Not to my 
knowledge; it is one that has been 
evolved by myself in view of the dis- 
cussion on the limitation of cost on 
new business. 

Q.—It is something that so far as 
vou know has not been tested? A. 
—No, and it is only offered as a sug- 
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gestion; I might change my views 
about it. 

Q.—This then is a limit that you 
think might be placed on the obtain- 
ing of new business? A.—I think so. 

Q.—What rule would you establish, 
having taken these loadings and the 
percentage, what is your rule then 
about expense that you would pro- 
pose? <A.—With regard to first-year 
expense it- seems to me that it might 
be proper to limit the expense to the 
anticipated loadings referred to, and 
the total expense of the company to 
the total loadings plus the anticipat- 
ed loadings on the new business—that 
is the loadings on the old business 
plus the anticipated loadings on the 
new business; there would be, there- 
fore, a limitation in regard to first- 
year cost, and a limitation in regard 
to total cost. 

Q.—Has that anything to do with 
the reserve, when putting up reserve? 
A.—It could be worked in so as to 
give relief to those companies that 
might desire to take advantage of 
relief in the putting up of the statu- 
tory net premium reserve. 

Q.—You think the net premium re- 
serve should be the statutory reserve, 
but as you said yesterday there might 
be a dispensation from that in the 
case of companies who would 
A.—I would hardly say a dispensation, 
but I would say the net premium re- 
serve should always be calculated and 
brought into the Government state- 
ment, but in carrying out the net 
liability the anticipated loadings on 
new business might be taken credit 
for, and the net result carried out as 
a net liability. 

Q.—There again you would refer 
merely to the anticipated initial load- 
ings? A.—Yes. 

Q.—On this percentage of about one- 
fifth, as you say? A.—Yes. 

Q.—Not exceeding in any plan of 
insurance twenty? A.—Yes. 

Q.—Having computed the reserve 
according to the net premium basis 
that is now in use you think that the 
company might be allowed to take 
credit in its statement for these an- 
ticipated loadings? A.—Yes, to give 
relief to those companies as desired 
to take advantage of it. 

Q.—Would you put it this way, 
that any company that is willing to 
show that in its statement that it 
should be allowed to do so? A.—Yes. 

Q.—Or would you limit that in your 
view to companies of a certain age, 
or companies that have carried on 
business for a certain length of time? 
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A.—I would not like to speak defin- 
itely on that point at the present 
time, but I think the way it would 
work out would be this, that the 
strong established companies would 
not take advantage of that. 

Q.—I quite appreciate that from 
what you said yesterday that would 
be your view, that the stronger com- 
panies would not do that, they would 
prefer showing the net reserve, but 
you would permit the stronger com- 
panies to do it if they so desired? 
A.—I have not come to a conclusion 
on that point yet, I am almost in- 
clined to think that I would permit 
any company to take advantage of it. 

Q.—Provided possibly if you had 
the limitation on the expense of busi- 
ness that you have spoken of, work- 
ing along you would permit any com- 
pany to do that? A.—yYes, I think 
SO. 

Q.—The minute you establish one 
reserve as a Government reserve and 
permit a company to show something 
less than that, is not that to some ex- 
tent a reflection on the solidity of 
that particular company, are not you 
rather reflecting on its solvency? A. 
-—The proposal I make is that the net 
reserve will always be shown. 


Q.—And then the reserve that the 
company is carrying is shown by its 
return to be something less than that 
net reserve? A.—Yes. 


Q.—Does not that of itself reflect 
to some extent on the solvency or 
stability of that particular company 
that has to make the deduction? A. 
—I would not say, it is simply an in- 
dication that that company has paid 
a certain amount for new business, 
and that it has borrowed, as it were, 
the loadings in order that it might 
put that business on its books. 

Q.—Let me ask you the question 
this way; the reserve required by the 
Government, should it, or should it 
not be limited merely to what is ne- 
cessary to show solvency? A.—I 
think it should. 

Q.—That is the Government should 
not require from a company a greater 
reserve than is essential to establish 
that it is perfectly solvent? A.—yYes. 

Q.—Because doing more than that it 
would probably prevent some company 
carrying on its business? A.—Yes, it 
would be unfair to the company. 

Q.—If that is the standard from 
which you consider it, then is not the 
reserve that you carry out in the 
statement what persons would assume 
to be the thing that is essential for 
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solvency, would not that be the fair 
inference? A.—It might be. 

Q.—Then if you show on the face of 
the return of that particular company 
a deduction from that, no matter how 
reasonable the deduction is, no matter 
how proper it is, does not it at once 
reflect on the solvency of that com- 
pany? A.—Just the same way as it 
would in the case of any other system 
of valuation; for example, in Great 
Britain there are two systems of valu- 
ation, one is known as the net prem- 
ium system, and the other as the gross 
premium system, or a modified form 
of the gross premium system. 


Q.—We have not heard anything 
yet, I think, about the gross premium 
system, if you would tell us what it is 
then we will understand you better? 
A.—The net premium of valuation in- 
volves only the net premiums, that is 
to say the company merely take credit 
in determining its reserves for the net 
premiums payable in respect of the 
policies valued in the future. Under 
a gross premium valuation the com- 
pany takes credit for the office prem- 
ium or gross premiums or a percent- 
age of sub-gross premiums always be- 
ing more than the net premium, with 
the result that the gross premium 
valuation is less than the net premium 
valuation. 

Q.—Is it this way, that in takmg 
the net premium valuation you disre- 
gard the loading on the premium en 
VIFOlY (0 A YOR. 

Q.—And the company is dealt with 
in fixing its reserve, eliminating that 
question of loading? A.—Yes. 

Q.—And not giving the company 
any credit for the loading it is going 
to reserve on the net premium? A.— 
Yes. 

Q.—And in a gross premium valu- 
ation I understand you to say it is the 
entire premium, and the Government 
in estimating what benefit the com- 
pany is going to receive in the future 
takes into account the gross premium, 
which includes the loading? A.— 
Takes into account the gross loading, 
or a percentage of the gross loading. 

Q.—What do you mean by that, per- 
centage of gross loading? A.—In ad- 
dition to taking credit for the present 
value of the net premium the company 
takes credit for the present value of 
the loadings. 

Q.—So that the company gets a de- 
duction from the reserve it would have 
put up on the net premium basis for 
the present value of all the loadings it 
is going to receive on that policy? A. 
—Yes, or a percentage of the loading. 
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Q.—That gross premium valuation 
reserve basis has been tried in Eng- 
land? <A.—yYes. 

Q.—And is it still in use? A.—Yes, 
by some companies, but not by many. 

Q.—Has it been regarded as proper 
or successful? A.—The history of that 
is this, away back thirty or forty years 
ago a great many of the British com- 
panies that were not strong resorted 
to that method of valuation. As the 
years have gone by every company as 
it became stronger financially disre- 
garded that system until now I think 
in looking up the question a few days 
ago I found that there were only five 
companies that included in its valua- 
tion any part of the loading; whereas 
67, I think, was the number of the 
British companies made what is 
known as a net premium valuation, 
discarding the loading in the valua- 
tion. 

Q.—Let me ask you this question, is 
not the gross premium basis the exag- 
gerated form of the preliminary term 
plan? A.—They are somewhat—— 

Q.—Is not the preliminary term 
just a milder or modified form? A.— 
It has no connection with the prelim- 
inary term that I can see. 

Q.—Will you explain preliminary 
term? A.—TI have not had very much 
occasion to look into it, but as I un- 
derstand it it is simply this, that a 
man insures at the age of thirty, say 
on the life system, the value of that 
contract at the end of the first year 
is assumed, I believe, to be nil; the 
second year that contract is valued as 
a contract entered on as age 31, one 
year in force; in other. words no recog- 
nition is taken of the first year’s in- 
surance, that is supposed to be term 
insurance, and no reserve required in 
respect thereof. In the gross pre- 
mium system of valuation you will 
notice that the policy is valued from 
its initiation. 

Q.—Does not the preliminary term 
plan rather resemble the plan you 
outlined yesterday? A.—Not in the 
slightest degree, there is no connec- 
tion whatever, no similarity so far 
as I can see. 

Q.—You were going to give us some 
explanation? A.—I would like to give 
you the rationale of this system which 
has been suggested by me, and prob- 
ably it may open up the question a 
little bit more. The premium charged 
the policyholder is a level annual pre- 
mium payable during the premium pay- 
ing term of the policy, because the 
premium is level, the two portions 
into which a premium may be said to 
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be divided, namely that portion which 
measures the cost and is called the 
net premium, and that portion which 
is added for expenses and is called 
the loading, are each also level 
throughout; theoretically, therefore, 
in order to accord with the manner 
in which the expenses are provided 
for by the prdmium that expenge 
coming under the head ‘‘Commission 
to agents,’”’ etc., should also be at a 
level annual rate; in other words the 
same amount of commission should be 
paid in respect to each premium re- 
ceived instead of a high first year 
commission and a low renewal com- 
mission as in practice; at one time 
the payment of a renewal annual 
commission rate did obtain in Great 
Britain but was forced out I believe 
by the American offices chiefly, operat- 
ing in Great Britain and allowing 
agents to commute part of the renew- 
al commission and receive it on pay- 
ment of the first year premium, and 
from this development the practice of 
paying a high first year’s commission 
and a low renewal commission ob- 
tained. Therefore, the high first 
year commission is really in Great 
Britain—and this is I think the crux 
of the whole matter—the high first 
year commission is really in great part 
a commutation of a portion of the 
future renewal commissions, the pro- 
per function to use in dealing with 
it must necessarily be that function, 
the loading, the particular purpose 
for which is to provide for commis- 
sion, and the proper way of treating 
with that function would seem to me 
to be to commute a portion of the 
future loadings in a way analagous 
to that in which the future commis- 
sions have been commuted by the 
companies in payment of the _ busi- 
ness. That is where I start from. 

Q.—You say that is the reason why 
you think the loading is the proper 
basis on which to work? A.—It seems 
to me that that is the proper basis. 

Q.—That is the factor that is added 
to the net premium to cover these 
expenses? A.—yYes, and that is what 
is involved. 


Q.—Is not the idea of preliminary 
term after all that you anticipate part 
of the loading A.—I have never 
looked into preliminary term as I have 
stated, and I have not considered it. 
from that standpoint. 

Q.—The effect of the preliminary 
term plan is to increase the net pre- 
mium after the first year? A.—In 
the valuation P 

Q.—Yes. A.—Yes. 
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Q.—And that reduces the loading 
after the first year? A.—Yes, that 
would that. 

Q.—So that that means in the result 
that it is an anticipation of the load- 


ing? A.—You can work it out that — 


way. 

Q.—That is your plan as well? A. 
—Yes, but this suggestion applies from 
the inception of the contract and does 
not anticipate a whole year’s premium 
for expenses as the preliminary term 
system does; the preliminary term sys- 
tem, as I understand, permits a com- 
pany to spend the whole of the first 
year’s premium in expenses, and that 
I do not think is right. 

Q.—Why do you not think that is 
right? A.—Because it is too large 
@ proportion of the first year’s pre- 
mium to spend. 

Q.—It may be that it is a spending 
of the first year’s premium, but after 
all it reduces down to an anticipation 
of future loadings? A.—It can be 
viewed in that way, you can view a 
proposition of this kind in many ways: 

Q.—You have handed me this state- 
ment, which will be exhibit 228, show- 
ing what loading you would antici- 
pate? A.—The present value of the 
anticipated loadings. 

Q.—And the life plan you have 
shown here there would be 86.9 per- 
centage allowed? A.—At age 25. 

Q.—Of the gross premium? A.— 
Yes, and at age 55, 57 per cent. 

Q.—Compare that with Exhibit 
number 72, which was put in in Mr. 
Papps’ examination, and here we have 
age 25, life policy, the percentage of 
premium allowed is 87 per cent? A.— 
Very much the same. 

Q.—At age 35 under your ‘exhibit 
75.8, and in the select and ultimate 
plan 80 per cent? A.—Yes. 

Q.—Age 45, yours would be 66 per 
cent? A.—Of the first year’s prem- 
ium P 

Q.—Yes, and under the select and 
ultimate 79 per cent? A.—yYes. 

Q.—There seems to be a difference 
there? A.—Yes. 

Q.—So that the result of these 
plans seems to be about the same? A. 
—They run pretty closely the same, I 
think. 


Q.—Is there anything connected 
with the plan that you have outlined 
that would bring a different result 
from the select and ultimate, or can 
we start with that assumption that 
the plan that you have outlined would 
give us practically the same as the 
select and ultimate plan? A.—TI can- 
not tell how that would work out in 
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any particular company or any par- 
ticular volume of business. 

Q.—What I wanted to find out was, 
is it just a matter of the reasoning 
that would apply to get the result, and 
the result the same, or is there any- 
thing fundamental in it that makes 
one a proper method and the other an 
improper? A.—I would not apply the 
term improper method to anything 
Mr. Dawson suggests, I think too 
highly of Mr. Dawson’s work and him- 
self for that. I approached the sub- 
ject with an open mind and endeavy- 
ored to solve the question which Mr. 
Dawson was endeavoring to solve, and 
in doing so I endeavored to fix upon 
an element that I thought was a pro- 
per element to be considered, and it 
occurred to me that the only element 
that could very well be cgnsidered in 
the determination of the limit of cost 
of new business, of total business, was 
the loading on the premiums, and that 
the mortality function had very little 
indeed to do with expense; I rather 
worked it out in a logical manner. 

Q.—Yon noticed, did you, that your 
plan gives a little lower percentage 
than the select and ultimate? A.—I 
did. 

Q.—So that the select and ultimate 
could not be described as severe? A. 
—No, I think that great credit is due 
to the originator of the select and ulti- 
mate system for having originated it. 

Q.—Does the select and ultimate 
method make allowance for this sus- 
pended mortality that you spoke of 
yesterday? A.—Not in the early 
years. 


Q.—What you said yesterday was 
that while there is a saving in the 
mortality with Canadian companies 
that that is due to the selection and 
the bringing in of new livesP A.— 
Yes. 

Q.—And that ultimately the com- 
pany must reap its mortality? A.— 
Yes 

Q.—And in that way the mortality 
is suspended? A.—Yes. 

Q.—The select and ultimate, as I 
understand it, makes allowance for 
that selection and bringing in of new 
lives in the earlier years? A.—Yes. 

Q.—Does it also make allowance for 
the full mortality coming inP A.—It 
provides for the ultimate mortality 
ae the period of selection has worn 
off. 

Q.—That is, there is nothing in 
your evidence yesterday. I do not 
know that I understood it that way, 
but you did not intend to say that the 
select and ultimate plan does not take 
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care of the full mortality? A.—wNo, it 
anticipates the low mortality. 


Q.—Is it true that some companies 
have issued non-participating policies 
at practically the net premium rate? 
A.—I would think that there would 
be a loading of from 10 to 15 per cent. 
on non-profit policies. 


Q.—Are you speaking now of com- 
panies hereP A.—Yes. 

Q.—Companies in Canada? A.— 
Yes. 

Q.—Has the Northwest Mutual not 
issued non-participating policies at the 
net premium rate? A.—I am not ac- 
quainted with that, I don’t know. 

Q.—You don’t know whether that is 
so? A.—No. 

Q.—That is a large and prosperous 
company? A.—Yes, a very prosperous 
company. 

Q.—Do you know whether the Mu- 
tual Benefit has not in the past and 
until very recently issued policies at 
practically the net premium rate? A. 
—I would be surprised to learn if it 
had at the net premium, I think that 
in every instance it would have a mar- 
gin for expense. : 

Q.—Non-participating insurance at 
the net 3 per cent. American rates? 
A.—I don’t know that. - 

Q.—That I suppose might be pos- 
sible for a large and prosperous com- 
pany to do, and not lose money on it? 
A.—It might be done in this way, the 
Mutual Benefit is known as being prac- 
tically a mutual company, it issues 
very few non-participating policies, 
and it may have at some time in its 
experience issued a_non-participating 
rate in order to compete with the 
rates of stock companies. I would 
think that the Mutual Benefit non- 
participating business would be an in- 
finitesimal fraction of its total busi- 
ness, and that the non-participating 
rates would not be a fair sample of 
nonparticpating rates of American 
Life Compaaies. 

Q.—Would the same statement ap- 
ply to such a company as the Northwest 
Mutual? A.—It is a purely mutual 
company and the same _ statement 
would apply to that. 

Q.—And the Prudential? A.—The 
Prudential is a stock company, and 
that statement would not apply to 
that company. : 

Q.—Do you know whether that com. 
pany has not taken on non-participat- 
ing business at practically the net 
premium rate? A.—I do not know 
that; I know now that it has not, I 
know that its loading at the present 
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time is 15 per cent. of the net prem- 
ium. 

Q.—Those are rates that have just 
been put on? A.—I think last year, 
15 per cent. of the net premium. 

Q.—If a company can do that how 
can your plan operate on such a com- 
pany? A.—As I have explained, no 
company does do that generally; they 
will do that simply to attract a cer- 
tain amount of business that is going 
into some stock company, and a com- 
pany would not do that in respect 
of its whole business for any length 
of time, it could not exist, because 
how does it pay its expense? It has 
to have the loading to do that. 

Q.—The loading is not a regular ad- 
dition to the premium amongst com- 
panies? A.—No, it is not. 

Q.—It is a variable quantity? A. 
—Yes, but is fairly constant on ac- 
count of the competition in rates, at 
least the competition with companies. 

Q.—If a company had a very low 
loading on its policies how would your 
system apply to such a company? A. 
—Then such a company would pay 
a low percentage for its business, and 
would secure its business at lower cost 
than a company who pays a higher 
loading on its net premium. 

Q.—It might if it had a very low 
loading be without funds for ex- 
penses at all? A,—The companies 
will look after that . 

Q.—Is not that going to take the 
money out of policyholders in the com- 
panies looking after it? A.—No, I 
have thought over that question, com- 
petition will regulate that; we have 
British, Canadian and American com- 
panies here 

Q.—Your plan involves the estima- 
tion of proper expenditure or allow- 
able expenditure by a certain percent- 
age on the loading? A.—yYes, which 
is the proper function. 

Q.—Which is the loading’s proper 
function? A.—Yes. 

Q.—If that is so, and the company 
wishes to spend the money it must 
add on a loading? A.—Yes. 

Q.—And would not it be fair criti- 
cism by policyholders that the govern- 
ment by its regulations had rather 
forced the companies to do that, and 
could not the companies use that ar- 
gument P A.—But the Government 
might fix the loading if it liked. 

Q.—Would you suggest that? A.— 
No, I would not. 

Q.—Would not the criticism that 
would then be offered be that the legis- 
lation by limiting the expenditures 
of the company, by comparison with 
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the loading be an excuse to the com- 
pany to put up its loading? A.—It 
might be an excuse, but I think com- 
petition would regulate that; that is 
my answer. 

Q.—Then it is competition that fixes 
the premium and not actuaries? A. 
—No, in the first place the net pre- 
mium must always be fixed upon, that 
is the basis of all premium rates. 

Q.—Now we have got something 
over the net premium, we have net 
premium plus loading? A.—Yes. 

Q.—Are we not going to invite, and 
almost compel companies to put on 
larger premiums just in order to give 
them more money to spend in get- 
ting new business? A.—I do not think 
so, as I have stated I believe that com- 
petition would regulate that. 


Q.—You would suggest that it be 
limited to the amount of the premium 
or the loading part of the premium, 
which is practically the same thing, 
you suggest that expenditure shall be 
limited in proportion to the premium 
and you would not restrict the amount 
of the premium; of course when I say 
premium I mean a portion of the pre- 
mium, the loading, if you make it any 
proportion of the loading of the pre- 
mium you to some extent make it 
depend on the whole premium? A. 
—Yes. 

Q.—Your power to spend money de- 
pends on the size of the premium? 
A.—Yes. | 

Q.—Is not that flying in the face 
of danger? A.—That seems to me 
only logical. 

Q.—The companies, you _ think, 
should not be restrieted as to the 
amount of the premium they could 
ask? A.—I think competition will fix 
that as it has in the past. The ex- 
perience of a generation has proven 
that, it is not my theory, but the ex- 
perience of a generation has proven 
that competition has a good deal to 
do with the premiums charged by life 
companies. I do not say coripetition 
fixes the premium, but I say this, 
that after the net premium has been 
determined the amount added to the 
net premium for expenses is very 
largely fixed by competition. 

Q.—It is said there are companies 
in the United States issuing non-par- 
ticipating policies which pay 80 per 
cent. to 90 per cent. brokerage? A. 
—I do not know any of them, I am 
not acquainted with the practice of 
the American companies. Our own 
non-participating commission is two- 
thirds that of the participating. 


6 EDWARD VII., A. 1906 
(Imperial Life, Mr. Bradshaw, Ex’d.) 


Q.—Under the plan that you have 
outlined and the select and ultimate 
plan, both, the ordinary reserve as 
we now understand it, the proper re- 
serve would be attained in about four 
years or five years? A.—Under the 
select and ultimate I think in five 
years, and under the one that I have 
mentione] in four years, (in some 
instances three, in some two, 
some at the end of the first year. 

Q.—On participating business they 
would both work out practically at 
the same time? A.—Well, there would 
be this distinction, that on whole life 
policies and policies for 20 years, call- 
ing for twenty or more payments the 
full net premium reserve would be 
attained at the end of the fourth 
year, on policies calling for 15 prem- 
iums at the end of three years, and on 
policies calling for ten premiums at 
the end of two years, on single pay- 
ment and five payment life premiums 
at the end of the first year. 

Q.—I think you stated you saw no 
objection to a company being requir- 
ed to show a high reserve, and then 
take some deduction off that to suit 
its own special case, and the company 
show a low reserve as required by the 
law, and then if it desires adding 
something to show that it has a better 
reserve—do you understand me? A. 
—No 

Q.—This way; under your plan as 
we sald before the company must show 
the net premium reserve? A.—Yes. 

Q.—And if it chooses it can show 
that its position is not up to that 
mark? A.—Yes. 
dees showing a deduction? A.— 

es. 

Q.—Under the select and ultimate 
plan the reserve required would be 
shown? A.—Yes. 

Q.—And that would be the maxi- 
mum reserve? A.—Yes. 

Q.—And then if the company desires 
to show it was in a better position in 
regard to reserves than that it could 
do so? A.—Yes. 


Q.—Is not that latter a fairer plan 
to the company, that it shows more 
than solvency according to the state- 
ment rather than what might be taken 
to be less than solvency, the -Govern- 
ment requiring merely solvency, or 
supposed to require merely solvency ? 
A.—It has been regarded in Great 
Britain and I may say the world over 
until recently, that the standard of 
solvency is the net premium system 
of valuation, and it seems to me that 
that is the ideal that every company 
should endeavor to attain to. It 
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should not have a low standard to 
conduct its business by, but it should 
have a fair standard; the net prem- 
lum system of valuation is not the 
ideal standard, the ideal standard is 
a valuation by select table all the way 
through, but the net premium system 
is a mid-way between the ideal by the 
select table and what has been sug- 
eee either by Mr. Dawson or my- 
self. 

Q.—yYou think there is no objection 
to the plan that you have outlined 
as against the select and ultimate 
plan on account of that phase? A.— 
I would not think so, I think it would 
be a good thing, because there is an 
incentive there for the companies to 
reach something they should reach 
at the earliest possible time. 


Q.—There is some incentive for one 
company to show it has a better re- 
serve than the other, or a better reserve 
than required by law? A.—There 
will be in all financial statements and 
financial institutions, there is that 
going abroad— 

Q.—If the net premium basis is 
used as being the proper standard 
up to which the company should 
measure it would permit practically 
using up all profits, would it not, or 
a great percentage of the profits that 
should go to the _ policyholders on 
getting new business? A.—In con- 
nection with that I would like to read 
just one note here which is thorough- 
ly in accord with my own views, and 
which is the view of, I have not got 
the writer, but it is a rather distin- 
guished writer ‘‘After all,’’ he says, 
“true as it is that the greater part 
of the exependiture of a life office is 
undertaken for the purpose of extend- 
ing its business, this is so vital a 
feature of its existence that its pol- 
icyholders can hardly be exempt from 
providing for it within reasonable 
limits. They join the company as a 
going concern and share the advant- 
ages which presumably accrue to it 
from a steady annual accession of new 
entries. Their interests would un- 
doubtedly be prejudiced if that an- 
nual accession were too dearly 


-bought.”’ He is very moderate there. 


“But a valuable safeguard against 
such a danger is provided for by the 
very principle of making reserves for 
old and new policies on a uniform 
basis.”” I do not know who that is. 
Its bearing upon old policyholders is 
a question that affects of course a new 
company more than any other class, 
and after a company gets on its feet 
and becomes established it is not, I 
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do not think, a very important prob- 
lem. 
Q.—We have seen that the profits 


to policyholders have been very much . 


interfered with in some companies by 
the getting of new business? A.— 
Yes; have you looked into the ad- 
vantages that have accrued to the 
company by that new business? 

Q.— What about the advantages that 
have not accrued to the policies that 
have become claims? A.—They get 
their share during their life time. 

Q.—They do not get their share, 
those that live to that period, and do 
not live to reap the benefit of the 
larger and expanded business? A.— 
You cannot take one policyholder or 
one group of policyholders in a life 
company, you must take the whole. 

Q.—Does not rapid extension of 
business over a certain period of time 
work rather hardly on the policy- 
holders of that day? A.—Yes, rapid 
extension, it does, but I have no sym- 
pathy with the rapid extension of 
business. 

Q.—Using this net premium basis, 
and a fairly rapid extension of busi- 
ness interferes very largely with those 
profits? A.—It would, if it is a very 
rapid extension. 

Q.—Or even a moderately rapid 
extension, if the extension is in cer- 
tain countries where the expense is 
high? A.—If there is a moderate 
accession of new business then it 
should not disturb the profits of pol- 
icyholders. 

Q.—That might apply where the 
accession of new business is in the 
home country of the company, but can 
that apply where a company is ex- 
tending its business into other fields? 
A.—That would mean there is a very 
large accretion of new business. 

Q.—It might or might not at first, 
the company must become establish- 
ed? A.—Yes. 

Q.—As these Canadian companies 
are endeavoring to be established in 
foreign fields, that is the fact? A.— 
Yes. 

Q.—Considering that fact that the 
Canadian Companies are now incurr- 
ing these expenditures in order to 
establish in foreign fields may it not 
work very hardly on the. policyhold- 
ers? A.—lLet us take actual exper- 
ience, that is the best criterion; the 
British companies that have extended 
to this country have not been unduly 
affected in the past by that. Take 
the Australian Mutual Provident, 
which has secured the consent of its 
policyholders to extend its business 
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to Great Britain. The statement of 
the actuary, Mr. Richard Teece, is 
that it will not have any effect upon 
the bonuses of policyholders in that 
company. 

Q.—Is that the general experience 
of companies? <A.—It might not be 
the general experience, but well re- 
gulated offices and those who endeavor 
to establish their business in foreign 
countries upon a proper and legiti- 
mate basis, I think that has been and 
will be the experience, no _ business 
should be undertaken by any life in- 
surance company that is going to ser- 
ey interfere with the existing mem- 
ers. 

Q.—That may be a good rule to lay 
down, but it does not seem to have 
been observed by all companies? A. 
—Not by all, but by some, very ex- 
cellent ones. 

Q.—The standard laid down, what- 
ever it be, should be reasonably de- 
finite and certain? A.—The standard 
of reserve, yes. 

Q.—Do you get that unless you re- 
quire the loading to be a certain per- 
centage of the net premium ,in your 
plan—do you get that unless you stipu- 
late that the loading shall be a cer- 
tain percentage? A.—The amount 
which a company would take credit 
for in anticipative loadings would 
vary with the loadings of the com- 
pany. 

Q.—The standard would vary with 
the loadings of the particular com- 
pany? <A.—Yes, just in the same way 
as does the select and ultimate, the 
loading there is also taken into ac- 
count and it is a variable quantity. 

Q.—It just comes back to the same 
point then that the company has the 
opportunity to change and alter that 
just by changing and altering its 
premium? A.—The same as in the 
select and ultimate. 


Q.—You seem to think that no stan- 
dard of loading should be established ? 
A.—No, I would not advise that. 

Q.—Take the plan that you have 
outlined, would not that be subject 
to change from time to time by legis- 
lation, but especially if you in any 
way limited the loading to a percent- 
age, these different percentages, the 
period which you would call the ini- 
tial year, that would all be different 
items that might be subject to change 
from time to time at the instance of 
insurance companies? A.—I do not 
see 1t in that way. 

Q.—The select and ultimate estab- 
lishes, if it is proper, a basis which 
works out itself without different com- 
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putations of loadings and percentages 
and so onP A.—No, the loading en- 
ters into the select and ultimate sys- 
tem, and therefore it is also an elas- 
tic system. 


Q.—It just occurs to one that the 
plan you have outlined would ‘involve 
agitation for fixing percentage of load- 
ing and changing percentages of load- 
ing, alteration in the number of years 
that you say would be the initial year, 
and all these matters would have to 
be taken into account? A.—I think 
they would form some discussion, but 
I think they are capable all of settle- 
ment when the matter is carefully 
gone into and considered; I think it 
is a suggestion upon which a system 
can be built up. 


Q.—The select and ultimate has 
been approved by eminent actuaries, 
Mr. Bradshaw? A.—TI think it has. 


Q.—In the New York investigation 
actuaries were heard from there, were 
they not? A.—I have not read their 
views but I believe it has met with 
approval. 


Q.—That is after the Report and be- 
fore the Legislature where the actuar- 
ies were heard, do you remember that? 
A.—No, I do not, I have not followed 
the proceedings there. 


Q.—I am told that Mr. McClintock, 
he is an eminent actuary? A.—Yes. 

Q.—And Moir, Tatlock and Man- 
ly? A.—Yes, I can quote you just as 
eminent. George King, for instance, 
and I can quote you Mr. Chisholm 
and Mr. Chatham in regard to the net 
premium system of valuation. 

Q.—You spoke of this as being a 
new plan adopted by Mr. Dawson. I 
just wanted to ascertain whether it 
had not met with approval by emin- 
ent actuaries? A.—Yes, and I have 
already stated I think, that in my 
opinion it is an exceedingly ingen- 
ious system and one which, I think, 
the insurance profession is very deeply 
indebted to Mr. Dawson for. 

Q.—One uses the word ingenious 
sometimes when one thinks it is rather 
a taking scheme, but probably not 
very substantial? A.—I do not mean 
it in that sense. I mean clever. 

MR. KENT: It is well known that 
doctors have different opinions, and 
even amongst lawyers there may be 
different opinions on a great many 
questions. 


MR. TILLEY: How do you know 
whether non-participating businesses 
pay? A.—Well, we determine the 
rate of commission which we pay under 
that business, and that enables us to 


INSURANCE. 1223 


SESSIONAL PAPER No. 66 
40th day, June 12, 1906. 


determine whether the business is 
paying or not. 
Q.—Whether you are charging a 
sufficient premium to the participat- 
ing policyholders? A.—To the non- 
participating policyholders. 


Q.—Can you tell whether that 
branch of the business pays? A.— 
No, we cannot tell. We have never 
made an investigation to determine 
that, but speaking generally. 


Q.—What would you have to do to 
ascertain whether the non-participat- 
ing branch of the business is paying? 
A.—Make out a gain and loss exhibit 
as has been made out for the whole 
of the business. 


Q.—The same as we have made out 
here? A.—Yes. 

Q.—Have you ever done that? A. 
—No, the non-participating business 
of the company is so small that we 
have never gone into the question of 
expense in connection with it. 

Q.—Do you know whether the prem- 
iums charged on non-participating pol- 
icles are sufficient to carry the risk 
and pay the death claims and leave 
any profit in it for the company? A. 
—I think it would in our case. I 
cannot speak of the non-profit policies 
of other companies. 

Q.—From what you were saying to 
me when referring to the items in the 
Gain and Loss Exhibit, according to 
the plan adopted the non-participat- 
ing part of the business receives its 
share of the interest earnings the same 
as the partitipating? A.—yYes. 

'Q.—And it gets in that way a pro- 
fit? A.—Yes. 

Q.—Although as a matter of fact 
that branch of the business might havg 
been carried on at a loss in reality? 
-A.—It might be. 

Q.—Then how do you know whether 
the participating policyholders’. money 
is not being used to carry on the non- 
participating policyholders’ policies? 
A.—This is what we have done in 
our own case. We know what the 
loading is on our non-participating 
business and we have deemed—whether 
rightly or wrongly—that the loadings 
are sufficient for the expenses. 

Q.—You don’t know whether that is 
soP A.—I don’t know whether that 
“is the fact or not. I think it is a 
very fair assumption, though, in view 
of the way our premiums are loaded. 

Q.—What class of business do you 
urge your agents to acquire? A.— 
Well, I cannot say that we urge them 
to secure any particular class. 

Q.—Do you issue any instructions 
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to your-agents? A.—We have a maz- 
ual of instructions, yes. 

Q.—Would you let me see it? (Pro- 
duced.) One of your rules came up 
recently and instructions were issued 
that the particular rule in the book 
of instructions to agents, should be 
enforced literally in the future. Do 
you remember: what one that was? A. 
—No, I cannot. 

Q.—Is there anything in this book 
as to the kind of policy that you urged 


‘the agents to press on the applicant? 


A.—So far as my knowledge extends 
we have never issued any document 
urging the agents to secure any par- 
ticular class of business. We have 
issued pamphlets concerning different 
forms of policies, and we furnished 
those to you, but I do not think that 
they indicate that the company de- 
sires business upon those forms of pol- 
icy in preference to any other form 
of policy. : 

Q.—Probably the rate of commis- 
sion that you pay indicates the form of 
policy? A.—As I have stated, we 
pay to agents two-thirds of our regu- 
lar participating rate on non-partici- 
pating business. 

Q.—That is to say the agent gets 
a 50 per cent. advance on the partici- 
pating business over what he gets in 
the other? A.—He gets two-thirds 
of the participating rate for non-par- 
ticipating business. : : 

Q.—That is a sufficient intimation 
to the agent, is it not, which one he 
should urge the applicant to apply 
for? A.—Not necessarily so. 

Q.—Why do you make that differ- 
ence, is there that difference in bene- 
fit to the company? A.—I noticed 
that that question had been raised in 
the previous examinations and there- 
fore I made a note of it. The com- 
mission paid on _  non-participating 
policies in the Imperial Life is Two- 
thirds of that paid under participat- 
ing policies. The reason for this is 
that it has been found by actual ex- 
perience that the mortality under non- 
participating assurances is greater 
than the mortality under participating 
assurances. Take, for example, the 
latest and most approved experience 
published, namely the British office 
experience of 93. The mortality ex- 
perience was taken in respect of par- 
ticipating and non-participating in- 
surance. It was found that between 
the ages of 25 and 65 the mortality in 
the first year in non-participating 
ranged from 134 to 159 per cent. of the 
mortality under participating assur- 
ance. The practical effect of this in- 
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creased mortality was to increase 
premium rates. Under a whole life 
assurance the premiums in non-par- 
ticipating ranged from 107 to 110 per 
cent. of the corresponding annual 
premium, on the basis of mortality, 
according to participating assurance. 
Instead of increasing the rate of prem- 
ium to the policyholder, the rate of 
commission was lowered, hence the dis- 
tinction between the rates of commis- 
sion between participating and non- 
participating policies. 

Q.—That is the reason you give for 
the extra commission to the agent on 
a participating policy? A.—yYes, or 
the lower commission on non-partici- 
pating. 

Q.—You have indicated in your re- 
turns how you make up the loading 
on your premiums? <A.—yYes. 


Q.—And from 1897 to 1899 you had 
certain percentages, had you not? A. 
—Yes. 


Q.—And then a change was made 
in both the participating and non-par- 
ticipating? A.—Yes. 

Q.—And then from 1899 to 1900 was 
another set of figures and from 1900 
to date is the other? A.—There have 
been only two changes; the first is 
1897—to ’99; then from ’99 to 1900; 
that is to the commencement of 1900, 
and then from the commencement of 
1900 to the present time. There have 
been two changes, three rates. 

Q.—Then on the life participating 
class you had the Hm. 4 per cent. plus 
28 to 38 per cent? A.—Yes. 

Q.—And in tf non-participating 
Hm. 4 per cent. 11 to 25 per cent? 
A.—Yes. 

Q.—In the 20 Payment, the Hm. 
table, 4 per cent. interest plus 25 per 
cent. And in the non-participating 
plus 10 per cent., is that right? <A. 
—Yes. 

Q.—In the 20 Year Endowment the 
same table and rate of interest and 20 
per cent., and in the non-participat- 
ing 12% per cent? A.—Yes. 

Q.—That would assume a dividend in 
cash each year of 13 to 17 per cent. 
of the net premium on.the Life Plan, 
would it not? A.—Yes, that would 
practically assume that. 

Q.—And 15 per cent. on the 20 Pay- 
ment planP A.—Yes. 

Q.—And 73 per cent. on the 20 Year 
Endowment? A.—Those are the differ- 
ences in the percentages, yes. 

().—Are those safe rates to assume? 
A.—Which, these loadings? 

Q.—These rates of dividend in cash 
on the Life Plan and the 20 Payment 


pating? 
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plan, and the 20 Year Endowment 
plan? A.—I don’t quite catch that. 

Q.—You have given me participat- 
ing rates and the non-participating 
rates? A.—Yes, the difference be- 
tween the two rates, and whether the 
surplus to the credit of the policies 
equals those’ two? 

Q.—Yes? A.—I see. 
to us to be so. 

Q.—Did it work out so? Arey 
have not tested that. 

Q.—The difference in the 20 Pay- 
ment Life seems to be very great. 25 
per cent. on a participating and 70 
per cent. on the non-participating? 
A.—Yes. 

Q.—On the 20 Year Endowment it 
is very low, 20 per cent. on the parti- 
cipating and 1234 on the non-partici- 
A.—For those first rates I 
must disclaim any responsibility what- 
ever. I did not make them up. 

Q.—We generally reach that stage 
in each company where some rates 
were made up prior? A.—Well, if you 
look at the rates subsequent to those 
rates. 

Q.—lLet us take the next then from 
1899 to 1900. We have got to your 
time? A.—Yes. 

Q.—It is on Sprague’s 
table? A.—Yes. . 

Q.—And the interest 4 per cent. * 
That same table and rate for both 
the participating and the non-parti- 
cipating? A.—Yes. 

Q.—And on the Life Plan the parti- 
cipating, 33 1-3 per cent., non-parti- 
cipating 25 per cent.? -A.—Yes. 

Q.—20 Payment, 30 and 20 per cent. 
90 Year Endowment, 273 and 27 per 
cent.? A.—Yes. 

Q.—That would assume an annual 
cash dividend on the Life of 8 1-3rd 
per cent. of the net premium; on a 
20 payment, of 10 per cent.; and on 
a 20 Year Endowment of 113 per 
cent? A.—Yes. 

Q.—In practice is the percentage 
of dividend to premium any higher on 
the Life Plan than on a 20 Payment 
and 20 Year Endowment? A.—Are 
you speaking generally now? 

Q.—Yes. A.—Yes, .L, judge that 
would be the case, but it depends, of 
course, altogether, upon the system 
of surplus /distribution adopted by 
the company. 

Q.—What do you mean by that? 
A.—Each company has its own sys- 
tem of ‘allocating surplus and it would 
altogether depend upon the system 
that was in vogue. For example, 
some companies allocate their profits, 
or at least distribute their profits in 


It appeared 


selected - 
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the way of a reversionary bonus and 
some according to the system which 
we have adopted, that is a percentage 
of the reserve and a percentage of 
the loading and giving due credit for 
the policy’s share of forfeiture. I 
explained that the other day. 

Q.—On that system you say that 
those are fair? A.—Under that sys- 
tem I think the policyholder receives 
his equitable share of the surplus, 
and that applies to all forms of poli- 
cies. That is to say that it seems 
to me that in that system no one 
policyholder gets an advantage over 
another. 

Q.—No policyholder of any class or 
plan? A.—Yes, of any class or plan. 

Q.—Then in 1900 you made the 
other change down to the present 
time? A.—Yes, those are the uni- 
form rates referred to. 

Q.—Uniform rates referred to 
where? A.—Uniform rates of 20 per 
cent. plus $3. The uniform rate that 
several companies have referred to a 
few days ago. 

Q.—That was the first time that 
you changed to a constant along with 
your percentage? A.—Yes. 

Q.—Did you drop that afterwards? 
A.—No, that is still in use. That 
is on certain plans of insurance. On 
other plans the loading is 173 per 
cent. plus $3. 

Q.—Then taking the rates you have 
now in force; I am told that they 
assume an annual cash dividend on 
life policies, participating, of 19 per 
cent. on the net»premium. 1901 to 
1906 20 per cent. of the net prem- 
ium. Can you verify that? A.—No, 
I cannot, not very well here. I pre- 
sume that that would be right. 

Q.—20 Payment, 1900 and 1901, 17 
per cent. of the net premium. 1901 
to 1906 214 per cent. of the net prem- 
ium. 20 Year Endowment 13 per 
cent.. and 15 per cent. of the net 
premium. If that is so that would 
assume a much larger earning than 
in 1899 and 1900? A.—I have not 
had an opportunity of checking those 
figures or looking into the question 
and it is very hard for me to say. 

Q.—In 1899 it was 8 1-3rd on Life, 
10 on 20 Payment and 11} on 20 
Year Endowment. Now we have 19 
per cent. in 1900-01 on Life; 17 per 
cent. on 20 Payment, and 13 per cent. 
on 20 Year Endowment. Those are 
much higher figures? A.—I have no 
means of checking those. 

Q.—Do you not know generally 
that the figures are much higher in 
1899 and 1900? A.—I have not in- 


vestigated that Mr. Tilley. I would 
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be very pleased to do so if you would 
allow me. 

Q.—If you will, then we can refer 
to it shortly again. The percentage 
seems to be greater for the 20 Pay- 
ment Life than for Life; 214 per 
cent. for 20 Payment and 20 per cent. 
for the Life Plan? A.—The percent- 
age will vary because there is a con- 
stant introduced. It will vary with 
each plan and each age on account 
of the constant having been intro- 
duced. 

Q.—At any rate those were the rates 
that were fixed generally for the com- 
panies as you mentioned? A.—Yes, 
the actuaries met and agreed upon 
these loadings. 

Q.—Then referring again to your 
Profit and Loss Statement, the net 
expected death loss in 1905 was $138,- 
759. The actual death loss in that 
year $78,773. Do you consider that 
a favorable showing? A.—Yes, it is 
favorable. 

Q.—Is it as favorable as in other 
years? A.—Yes, I think it is as 
favorable. I might say that our 
actual death loss during the entire 
history of the company has been only 
52 per cent. of the H.M. Selected 
Mortality Table. 

Q.—How does it compare with the 
death loss on the policies issued in 
1905? A.—It is not as favorable in 
percentage only, but you must take 
other factors into consideration. You 
must take the duration of the policy, 
which has a very important bearing 
upon the mortality. 

Q.—Your showing on mortality has 
been very favorable? A.—Very favor- 
able. 

Q.—Even for a young company,’ 
where the mortality rate is usually 
favorable? A.—Yes. 

Q.—Then the gain upon annuities; 
net expected annuity claims matur- 
ing in 1905 $5,005. Less annual net 
annuity claims maturing in ’05 $40,- 
579. What does that meanP A.— 
That represents the reserve released 
less the payments to annuities. 

Q.—Is there something special about 
that in this ‘particular year, that 
would not be an ordinary condition? 
A.—Yes, I -think that during 1905 
either three or four annuitants died. 
A most unusual experience. We have 
not very many annuitants; probably 
about 20, and remarkable to say that 
during that year three or four of 
them died. 

Q.—So that a large sum would be 
released in that way? A.—Yes. 

Q.—Leaving a profit from that item 
of $45,584? <A.—Yes. 


1226 ROYAL COMMISSION ON 


40th day, June 12, 1906. 


Q.—That would not be a normal 
condition? A.—No, that is an ex- 
traordinary condition. 

Q.—The profits on investments you 
have given us already, about 5.5 per 
cent., is it notP A.—Yes, 5.52. That 
is not the profit on investments, that 
is the interest earned on invested 
funds during the year 1905. 

Q.—That is what I meant. That is 
a high rate of interest? A.—Yes. 

Q.—About one per cent. higher than 
the ordinary companies? A.—No, I 
would not say the ordinary companies. 
It is about one per cent. higher than 
the average rate of interest earned by 
all Canadian life offices, but included 
in the number of companies, there 
are some companies that have earned 
a higher rate of interest and some, 
of course, a lower. 

Q.—Can you account for your good 
rate of interest in the last 3 or 4 
years? A.—Yes, I think it is due 
almost entirely to our investments in 
the Canadian North West. 

_ Q.—They produce a good rate of 
interest? A.—Yes, between 6 and 7 
per cent. 

Q.—Don’t you think it would be 

wise to limit insurance companies to 
that class of investment? A.—I think 
it would be very unwise. 
_ Q.—Were you a party to the change 
in investments in 1900 or in 1899? 
A.—Yes, I was one of those—the Im- 
perial Life was seeking at that time 
increased investment powers. 

Q.—Who suggested that increase, 
what companiesP A.—At a meeting 
of the representatives of the Canadian 
Life Offices’ Association, on February 
17th, 1899, at which meeting there 
were present Messrs.,McDonald, of the 
Confederation Life; Mr. Hilliard, of 
the Dominion Life; Mr. McDougall, of 
the British Empire; Mr. B. Hal. Pine, 
of the London & Lancashire; Mr. 
Wegenast, of the Mutual Life; Mr. A. 
G. Ramsay, of the Canada Life; Mr. 
Kenny, then of the Excelsior Life ; Mr. 
Burke, of the Royal Victoria Life; 
and Mr. Sutherland, of the Temper- 
ance and General Life; and myself. 
There was a _ resolution introduced 
which was preceded by this note, and 
which seems to have been the sugges- 
tion which seems to have led up to 
the seeking of wider powers. ‘‘The 
sense of the meeting was unanimous 
that a more rigid basis of valuation 
of policies should be adopted by the 
Government within a reasonable time.’’ 
I mention that because the reserve 
rate of interest has an important bear- 
ing upon this subject. Then that 
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was moved by Mr. Wegenast and 
seconded by Mr. Hilliard and carried 


-unanimously that the Association 


deems it desirable that enlarged pow- 
ers for investment be secured by gen- 
eral legislation for all the companies 
doing business in Canada, and that 

the Committee on legislation take 
prompt action to urge the acceptance 
by the Insurance Department of the 
proposed Bill at the forthcoming meet- 
ing of Parliament.’’ I would like to 
refer to the conditions existing at that 
time. In 1882 the average rate of 
interest earned by the Canadian life 
companies was 6 1/5th per cent., and 
in that year the investments of the 
companies were distributed chiefly in 
mortgages on real estate and bonds 
and debentures. Those two items 
formed about 71 per cent. of the total 
investments. Mortgages were then 
realizing about 6 per cent., while de- 
bentures could be bought to yield’ be- 
tween 43/4 and 5 per cent. At that 
time premium rates were calculated 
and reserves maintained upon a 4% 
per cent. basis and there was such a 
wide difference between the rate earn- 
ed, that is, say, 6.20, and the rate as- 
sumed of 44, that the companies were 
juestified in expecting to continue to 
realize 44 per cent. for a good many 
years to come. That is another reason 
why the companies were justified, to 
some extent, in estimating as high as 
they did on those accumulated surplus 
policies. At that time and until 1898 
the investment powers of Canalian life 
companies, with the éxception of two 
or three, were comparatively narrow. 
The companies were confined to mort- 
gages on real estate, Government se- 
curities, municipal debentures and de- 
debentures of building and Joan socie- 
ties.. Coming down to the period of 
1898 the average rate of interest fell 
to 4.20, a decrease in 16 years of 25 
per cent. In that year the largest in- 
vestments of the companies were mort- 
gages on real estate, 33 per cent., 
bonds and debentures 31 per cent., 
and about that period, 1898, it will be 
recalled that our loan companies whose 
investments were chiefly mortgages on 
real estate, were passing through diffi- 
cult and trying times. In 1896 the 
Ontario loan companies had 95 mil- 
lions invested and they had no less 
than $3,837,000 of properties for sale 
as the result of foreclosures. In that 
year alone the companies reported no 
less than 831 mortgages foreclosed, re- 
presenting $1,600,000. In the follow- 
ing year, 1897, the amount of real 


INSURANCE. } 1227 


SESSIONAL PAPER No. 66 
40th day, June 12, 1906. 


estate held by these companies as the 
result of foreclosures had increased to 
$5,960,000, and in that year no less 
than 862 mortgages were foreclosed, re- 
presenting a principal sum of 1 3/4 
millions. Following down to the year 
1898 the foreclosures again increased 
to the maximum sum of over 6 mil- 
lions’ of money in Ontario loan com- 
panies alone. In that year no less 
than 725 mortgages, representing the 
principal sum of $1,600,000 were fore- 
closed. While the life companies in 
that period did not suffer so severely 
in their mortgage investments as the 
loan companies, yet some of them ex- 
perienced somewhat anxious and try- 
ing times. Municipal debentures had 
also about that time received a set 
back as the result, as may be remem- 
bered, of the failure of Brandon and 
Toronto Junction to meet interest pay- 
ments on their debentures. At the 
same time the Canadian life offices 
were at a serious disadvantage com- 
pared with the British offices, which 
really had unrestricted powers, and 
also when they were in competition 
with the American companies which 
practically had unrestricted powers. 
Just to give an idea of what these 
powers were. It may be said that the 
Standard Life Office had a very broad 
charter, which permitted it to invest 
in practically any security, and also 
that company which has been referred 
to, I think, the London Life, which 
does not employ any agents and whose 
expenses are very low. At this per- 
iod the companies were up against two 
problems; that is the due fulfilment of 
their contracts, which were based up- 
on the necessity to earn not less than 
44 per cent; and also against the 
problem of decreased profits to policy- 
holders, resulting in a steady decline 
of the rate of interest. In order to 
make the policyholders’ security be- 
yond question they realized that the 
reserves must be strengthened, as was 
contained in that minute, and further, 
premiums on new insurance must be 
increased. And in order to afford 
an opportunity to maintain and im- 
prove the average rate of interest and 
afford greater security for the invest- 
ment of funds, a larger number of se- 
curities were proposed or suggestel 
for investment. That resulted in a 
petition being presented to the Hon. 
the Minister of Finance, which I will 
not read, but which was joined in by 
Mr. J. K. Macdonald of the Confeder- 
ation Life; Mr. McCabe, of the North 
American; Mr. Wegenast, of the Mu- 
tual Life; Mr. Sutherland, of the Tem- 
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perance and General; Mr. Junkin, of 
the Manufacturers’; Mr. Richter, of 
the London Life; Mr. Kenny, of the 
Excelsior Life; Mr. Hilliard, of the 
Dominion Life; Mr. Burke, of the 
Royal Victoria; Mr. Brook, of the 
Great West; Mr. Milne, of the North- 
ern Life; and Mr. Dexter, of the Fed- 
eral Life. In fact it was really a 
unanimous petition. That petition 
asked for, practically, the powers now 
eos in the Amended Assurance 
ct. 

Q.—And at the same time brought 
Bere question of the reserves? A. 
—Yes. 

Q.—And that was brought about in 
the same way, I suppose? A.—Yes. 

Q.—And I suppose now you are re- 
ferring to the Managers Association 
again, from their Minute Book? A. 
—From their Minute Book, yes. 

Q.—Have they taken any action 
since that or is that the last? A.— 
Yes, they have submitted to the Hon. 
the Minister of Finance and the 
Superintendent of Insurance a sug- 
gestion which is embodied in this 
memorandum. It may probably take 
too much time to read. 

Q.—If you will give me the memor- 
andum it will be made an exhibit. 
A.—The main feature of it is this 
clause, here. 

Q.—The main feature is under 
clause B, regarding the bonds. Briefly 
what is the idea? A.—Instead of en- 
umerating classes of securities a broad 
division is suggested. 

Q.—I will read clause B. “The 
bonds of any company incorporated 
in Canada or elsewhere, which bonds 
are adequately secured by a mort- 
gage to trustees or otherwise upon a 
real estate or other assets of such 
company; or the debentures or other 
evidences of indebtedness of any such 
company which has been doing busi- 
ness for a term of not less than three 
years prior to the date of such in- 
vestment, provided default shall not 
have been made by any such company 
in any regular interest payment upon 
its debentures or other evidences of 
indebtedness within the said period of 
3 years prior to such investment; or 
the stocks of any such company upon 
which regular dividends have bden 
paid for not less than 3 years pre- 
ceding the purchase of such _ stock, 
or the stocks of any chartered bank 
in Canada.’’ That is clause B. as 
proposed. A.—As was suggested by 
the Canadian Life Offices Association 
(Memorandum referred to filed as Ex- 
hibit 229.) 
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Q.—Is there anything else with re- 
gard to that? A.—With regard to 
the change of the Government reserve. 
At a meeting of the Association held 
on the 4th May, 1899, at which were 
present Mr. A. G. Ramsay, President 
of the Association and then President 
of the Canada Life, Mr. Junkin, 
Mr. G. Wegenast, Mr. McClenagan, 
representing the Great West Life, 
Mr. Kenny of the Excelsior Liffe, 
Colonel Macdonald of the Confedera- 
tion Life, and Mr. Sutherland of the 
Temperance and General Life. It 
reads as follows:—‘‘After consider- 
able discussion of the question it was 
agreed, on motion of Mr. Sutherland, 
seconded by Mr. W. C. Macdonald, to 
recommend that the Bill be amended 
so as to provide that the basis of 
valuation be 34 per cent. for all new 
business after January Ist, 1900, and 
that for old business it be 4 per cent. 
after the lst January, 1905, and 83 
per cent. after Januray, 1910.’’ There 
was a petition, which was presented 
at the same time, I believe, as the 
petition in regard to investments, and 
that was signed by the managers of 
practically all the Canadian life offices 
excepting the Sun Life, and that peti- 
tion asked that the reserves be placed 
upon the basis as contained in the 
present Insurance Act, excepting in 
regard to the dates. 

Q.—I think that was explained as 
to the dates. Then you have in the 
Profit and Loss Exhibit given the 
securities that were written up and 
those which there were gains? A.— 
Yes. (Refers to Exhibit 226.) 

Q.—Then you have given us the 
commissions paid your agents and 
I think you explained yesterday about 
the maximum rates which you pay? 
A.—Yes. 

Q.—This is your policy loan agree- 
ment? A.—Yes. 

Q.—I see that it gives you the right 
to refuse a premium if the interest 
is-in “arrear? ~A.—Yes. 

Q.—Why is that? A.—That is never 
done. 

Q.—Then would it not be better to 
be out? A.—Yes, I think it would be. 

Q.—Then section 3 provides that in 
the event of default in payment of 
said interest or of any premium of 
said policy for one month after the 
same shall respectively become due, 
said policy shall be deemed to be and 
shall be in fact, at the option of the 
company, surrendered without any 
notice or act by either party hereto, 
at the customary cash _ surrender 
value? A.—That, of course, would 
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be governed by the terms of the policy, 
under which there is a non-forfeiture 
clause which provides that the policy 
shall be continued in force so long 
as the cash surrender value is suffi- 
cient to pay premiums. 

Q.—I do not know that this would 
be governed by the policy? A.—I 
think that is made subservent to the 
conditions of our policy. That is an 
old form printed some considerable 
time ago. Would you let me look at 
that loan agreement. You have not 
read the whole of that clause, the 
underlined portion of it. 

Q.—Yes. ‘‘But this clause No. 3 
shall be construed agreeably with the 
automatic non-forfeiture provision.” 
That is underlined too, but it was 
quite an oversight on my _ part. 
Would you approve of having uniform 
policies? A.—In the past it does not 
appear that there has been any ambi- 
guity in the wording of life policies; 
on the contrary it is believed that the 
contracts of Canadian life offices have 
been liberal in their provisions, couch- 
ed in plain language and free from 
technicalities. As evidence of this it 
may be stated that during the past 5_ 
years the total number of policies 
becoming claims by death was $22,- 
337,000, while the total amount of 
claims resisted was about $154,000, or 
only one-half of one per cent. of the 
total death claims. If a standard 
form of policy had been in use say 15 
or 20 years ago, it appears to me it 
would have been greatly to the detri- 
ment of the policyholders. The pre- 
sent form of contract of most offices 
contains many more liberal provisions 
than policies issued 15 or 20 years 
ago. These changes in the interest 
of poicyholders have chiefly been 
brought about as the result of com- 
petition which would not have been 
at play if a standard form had been 
in use. If it had been found that the 
present form of policies of the life 
companies were ambiguous and unfair 
to the policyholders or such as might 
be calculated to encourage contention 
and litigation, then there might be 
some ground for considering the ques- 
tion of a standard policy form, but 
I do not think there is any necessity 
for such a form to-day. 


JUDGE MacTAVISH: Then your 
answer to the question is, No? A.— 
Yes, sir. : 

MR. TILLEY: You put it for the 
reason that it has not been a hide 
bound form of policy that has led 
to the companies giving more liberal 
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provisions from time to time? A.— 
Yes, they have done so. 

Q.—And vying with one another in 
competition in making the policy more 
liberal? A.—Yes, 

Q.—And that would have been im- 
possible if a standard form of policy 
had been in use? A.—Yes. 

Q.—I think that is important from 
that standpoint. Then you refer to 
the not taken policies. From time to 
time you have got out estimates of 
surplus and have supplied your agents 


with these estimates, have you not? 
A.— Yes. 


Q.—I have been going over some of 
those. You gave estimates in ’97, 
ane 1900 and 1901, did you? A.— 

es. 


Q.—On the Life Plan your estimate 
in ’97 was $152. Ona 15 Year Per- 
iod, age 25, in ’99, $109; in 1900, $109; 
and in 1901, $119. Is that right? 
Can you follow that? A.—yYes, that 
is right. 

Q.—Then on a 15 Payment policy, 
$184 for ’97 and $169 for 1899, and 
$178 for 1900 and $149 for 1901. Is 
that right? A.—Yes. 

Q.—I notice that in 1901 the Life 
Policy increased over 1900 from $109 
to $119, whereas the 15 Payment Life 
decreased from $178 to $149, and the 
15 Year Endowment decreased from 
$305 to $250. How is that variation 
as between the Life Policy and the 15 
Payment and 15 Year Endowment? 
A.—The same method was employed 
in fixing the payments in the 3rd Man- 
ual as in the 4th Manual, but effect 
was. given to the increased guaran- 
teed surrender values during the divi- 
dend period and that had the effect of 
sometimes increasing and sometimes 
decreasing the estimate. One age is 
decreased. 

.—Between 1899 and 1900 there are 
put few changes in your estimate? A. 


cent. reserve basis, I suppose? A.— 
Yes. 

Q.—There was a change in the re- 
serve and I suppose the premiums were 
changed,, were they not? ‘A.—On 
January Ist, 1900. 


Q.—Then would you not expect to 
have substantial changes in your esti- 
-mates then? A.—Well, our prem- 
iums then were higher than the prem- 
iums which we adopted on January 
Ist, 1900, and we did not care about 
increasing the estimates, but rather 
preferred that they should remain as 
they were. 


es. 
Q.—The 1900 book is on the 34 per .- 
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Q.—In 1901 there was a change to 


a 3 per cent. reserve basis? A.—Yes. 


Q.—And on what basis were the 
estimates calculated? A.—In regard 
to the rate of interest? 


Q.—Yes? A.—On the assumption 
that we would earn 4 3/4-.per cent. 


Q.—I suppose these estimates are all 
matters, more or less, of competition, 
are they not? A.—No, not with us, 
they are not. We have rather prided 
ourselves on basing our estimates on 
estimates which we believed would be 
realized. 


Q.—They are for advertising pur- 
poses, so to speak, are they not? A.— 
They are for the purpose of secur- 
ing business, 

Q.—Do you approve of them being 
ede A.—No, I cannot say that 
I do. 

Q.—Should they be prohibited? A. 
—I think it would be bettér if the 
companies did not issue them. 

Q.—Do you think they should be 
prohibited or a penalty imposed if a 
company issued improper ones? A. 
—TI do not like prohibitions and I do 
not like penalties. 

Q.—What would you do about it? 
A.—I think that the companies might 
come to realize that it is not in the 
best interests of the business to pub- 
lish these estimates. 

Q.—The companies might realize 
that but they have not as yet? A.— 
They have not so far. 

Q.—I will put in that memorandum 
of comparisons (Exhibit 231.) A.—I 
think it would be better if a company 
would publish the results under their 
polis at the end of distribution per- 
iods. 

Q.—Do you think that should be 


published? A.—I do. 

Q.—You would give publicity to 
that? A.—Yes. 

Q.—In what shape? Sending it to 
policyholders? A.—In the Govern- 


ment returns. 

Q.—Would you suggest any other 
publicity in connection with invest- 
ments than what is now givenP A.— 

es 

Q.—Do you think there should be 
publicity of all transactions during the 
year? A.—yYes, I would suggest that 
there should be a statement furnished 
of every purchase made and every loan 
made and every security sold and every 
loan repaid? 

Q.—With what object would yaqu 
have that? A.—In order that the 
public and the policyholders might 
know of the dealings during the year. 
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Q.—I suppose, though, there would 
be ways of getting these securities held 
in some way outside the office even in 
that case, would there not? A.—You 
can devise ways and means to do any- 
thing. . 

Q.—You divide your surplus every 
do years, or you are not compelled to 
divide it more frequently than that? 
A.—<According to the Act we are not 
compelled to divide it more frequently 
than 5 years. but we allocate it every 
year. 

Q.—And you keep an account with 
the policyholder? A.—With the indi« 
vidual policyholder. 

Q.—Does the policyholder get a copy 
of that account? A.—No. 

Q.—Would he, if he asked for it? 
A.—I don’t think we have ever had an 
inquiry for it. 

Q.—Would you think he should be 
entitled to it? A.—I am inclined to 
think that it would be better for the 
policyholder to receive a statement of 
ae surplus when the surplus is due 

im. 

Q.—When would that be? A.— 
Depending on the distribution period. 
5 years. 

Q.—Would you send it to him each 
time, or supply it if he asked for it? 
A.—At that time the surplus would 
be due to him and he would have to 
indicate what method he desired to 
take the surplus. 

Q.—If he had not already indicated ? 
A.—Yes. 

Q.—You are not prepared to say 
that a statement of his account 
should be submitted to him at any time 
on demand? A.—I think it would 
have a very disturbing effect to supply 
it annually, and I think the life com- 
panies should not be obliged to distri- 
bute their surplus more frequently 
than once in 5 years, for the reason 
that it would be a very fluctuating 
amount, and I do not think our life 
insurance companies are large enough 
in Canada to permit of an average 
being formed in a period of one year 
for surplus distribution. 

Q.—So you think that would be a 
mistakeP A.—I do. A decided mis- 
take. 

Q.—I see that you have a number of 
policies of other companies, purchased 
and loaned uponP A.—I itn we 
have only one purchased and two or 
three loaned on. 

Q.—Is that less than it has een 
Have you not had more than that in 
the pastP A.—We have had more but 
not above half a dozen altogether. 

Q.—At any one time? A.—No. 
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Q.—Do you think that it would be 
advisable after a company has got to 


~the stage where the reserve has been 


put up and the company is self-sup- 
porting, that it should be turned into 
a mutual company? A.—TI think that 
there might be provision. made for a 
company becoming a mutual company, 
but I do not think that any company 
should be forced to mutualize. I 
think it might be desirable to permit 
a company to do that. 

Q.—But you would not make it obli- 
gatory? A.—No. 

Q.—You would not insist upon the 
capital stock being wiped out? A.— 
No, I don’t think that would be at_all 
fair to the shareholders. I think 
there might be some competition 
amongst companies to mutualize if 
such a provision were inserted in the 
Act. 

MR. HELLMUTH: In the Profit 
and Loss Statement submitted by you 
for the year 1905 which, no doubt, you 
have before you, I see "that the total 
loadings make up $147,000 in round 
figures, leaving out the odd hundreds? 
A.—Yes. 

Q.—And the total expenses outside 
of investment expenses, not including 
them, are $252,000. That is your ex- 
penses were $105,000 more than you 
had provided for in the loadings? A. 
—We had anticipated future loadings 
to the extent of $105,000. 

Q.—And that would make your per- 
centage of expense to loading 170 
per cent., I think. Is that right? 
A.—Yes. : 

Q.—Now how long in the history of 
a company do you expect a percentage 
of that kind to be kept up? A.— 
That altogether depends on the amount 
of new business. 

Q.—But you would expect to reduce 
it as the company grew older and the 
proportion of old to new business in- 
creased? A.—yYes. 

Q.—Your company has been in exis- 
tence some 8 or 9 years, for business? 
A.—About 8 years and a quarter. 
-Q.—Would you think when it had_ 
been twice as long in business, you 
might have got down to having your 
loading equal your expenditureP A. 
—We hope that as a result of this 
commission we will have it very soon. 

Q.—Apart from the Commission alto- 
gether, would you expect a company 
of, say, 20 years’ standing to be able 
to provide? A.—It altogether de- 
pends on the amount of new business 
that company is seeking.. jf it is 
seeking a large volume of new busi- 
ness, its expenses may exceed its load- 
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ing for some years, but it would be the 
alm of every manager, I think, to 
keep his expenses within his loading. 

Q.—You have noticed that in that 
large list of companies who make re- 
turns to the Minnesota State Board, 
the average of expense to loading is 
now 96 per cent., which shows that 
they have got below their loading? A. 
—I think in looking over it the other 
day that there were only about 5 or 
6 companies that had kept their ex- 
penses within their loading. 

Q.—The average of all the compan- 
ies that make retyrns to the Minnesota 
State has come down from last year 
98 per cent. to this year 96 per cent. 
For the year 1905 96 per cent? <A.— 
You will notice that there are com- 
paratively few companies there that 
have their expense within the loading. 
That list includes the industrial com- 
panies, in which companies there is a 
very large addition to the net premium 
for loading. 

Q.—There are not very many indus- 
trial companies? A.—There may not 
be very many industrial companies, but 
they bulk, their business is very large. 

Q.—You are aware that that has got 
within the loading, and that is the 
case with the majority of the English 
companiesP A.—Yes, very generally 
with the English companies. 

Q.—So would it be unreasonable to 
suggest that a company doing a nor- 
mal business in the way of increase 
each year, writing a normal amount, 
would in 20 or 25 years, at all events, 
be expected to bring its expenses with- 
in its loading? A.—TI think it should. 
I think that would be good manage- 
ment. 

Q.—Can you explain at all why the 
excess percentage in the Imperial and 
the Canada Life— A.—Do not con- 
nect the Canada Life with the Imper- 
ial, please. ; 

Q.—No, I ask you if you can ex- 
plain why the percentage in the Im- 
perial, 170, and in the Canada Life, 
162, as we find them, should be so 
close when one company has only been 
8 years in existence and the other 
about 60? A.—I cannot answer that 
question, but I will put it this way, 
so far as the Imperial Life is con- 
cerned. The reason why our expenses 
are greater than our loading is that 
we are a comparatively new company 
and that the great proportion of our 
business has only been placed. upon 
our books a comparatively short per- 
iod of time and that that would be 
expected, I think, in any new com- 


pany. 
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Q.—Would you, as an actuary, con- 
sider it good business for a company 
that had been 60 years in operation to 
have an increasing ratio of expense 
over loading during the last five years? 
A.—Of coyrse there are conditions to 
be considered, where the company is 
extending its business. 


Q.—But would you consider it good 
that a company should extend its busi- 
ness, after being in existence 55 years, 
in such a manner as to increase stead- 
ily for that five years its expense over 
the loading? A.—I would like to 
talk about our own company, and not 
about another. 


Q.—I suppose you can give an opin- 
ion as an actuary. Will the Imperial 
Life do that? A.—I hope not. 


Q.—If you have anything to say 
about it P A.—I hope not. 


Q.—Your company has not increased 
its premium income very rapidly, has 
it? A.—Just about the normal in- 
crease, I think. 

Q.—Normal, perhaps, some years. In 
1898 your premium income was $155,- 
000 in round figures, and in 1899 you 
had risen to $297,000, nearly doubled 
it? A.—Yes. 

Q.—But in 1900 you dropped to 
$259,000. Can you explain that? A. 
—You are talking about increases now. 
The premium income of the company 
has steadily increased every year from 
the time the company commenced. 

Q.—Do you say that certainly? A. 
—I do, without hesitation. 

Q.—I got these figures from the Blue 
Book; they may, of course, be wrong. 
The premium income of 1899 is $297,- 
000. Isn’t that right? A.—In 1899 the 
premium income, including annuity 
premiums, yes. An annuity is al- 
,ways paid in a single premium, and 
annuities don’t come in regularly. 
Therefore, that will account for the 
variation in the income in those two 
years. 

Q.—And in 1900 your total premium 
income including the annuities was 
$259,000? A.—Yes. 

Q.—I say the total premium income, 
from every source, annuity and other- 
wise, had dropped some $40,000? A. 
—As I stated before, in a life insur- 
ance company the annuity business is 
not a constant normal business. In 
one year you might receive 50 or 75 or 
80 thousand dollars in regard to an- 
nuities, and in the next year not re- 
ceive one dollar. That must naturally 
affect the normal premium of the com- 
pany and it is absolutely unfair to 
compare one year’s premium income 
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with another without taking that into 
consideration. 

Q.—Then will you give me your 
peemium income without annuities 
in 1899? A.—I have not got that. 
It would amount, I am informed to 
about $196,000 in 1899. 

Q.—And what was it in 1900? A. 
—256,000. 

Q.—So that you had an annuity 
income of over $100,000? A.—About 
$100,000, annuity premium and single 
premium. 

Q.—Have you had any large an 
nuity premiums since? A.—Not 
large ones. 

Q.—Then it would be fair to take 
the years following? A.—Yes. 

Q.—We will pass then to 1901, when 
your premium income is $308,000 
roughly, and you increased that to 
$409,000 in 1902, just about $100,000? 
A.—Yes. 

Q.—yYou do not increase it quite 
as much in 1903, you go up to $494,- 
000? A.—It will vary. 

Q.—And in 1904 $597,000, just over 
the $100,000? A.—Yes. 

Q.—And in 1905, $681,000, which is 
a little drop again ? A.—About $90,- 
COO. About a normal increase. 

Q.—About $80,000 is it not? A.— 
Between $80,000 and $90,000. It is 
a normal increase. 

Q.—You call those normal increases ¢ 
A.—Yes. 

Q.—But your percentage of operat- 
ing expenses to premium income does 
not seem to be dropping very much 
until the last year it has dropped a 
little. I notice that in 1899 the per- 
Saat. is 30.62 A.—In 1899 it was 
28:3. 


Q.—I suppose that takes in your 
investment expenses? You have left 
that out? A.—Yes, I have taken that 
out. 

Q.—That would make the difference 
What do you make it for 1900? 39? 
A.—34.3 per cent.. No, in 1900 it was 
37.2 per cent. 

Q.—And in 1901? A.—34.3. 

Q.—And in 1902? A.—25.5. 

Q—And in 1903? A.—29.9. 

Q.—How do you account for those 
jumps backwards and forwards? A 
—There is not much variation. 

Q.—There is a good deal of varia 
tion between 35 and 39.6 per cent. 
Is there any reason that you know of ? 
A.—It shows an improvement in the 
cost of the business. 

Q.—But it goes backwards and for- 
wards? A.—Well, it will in all 
offices. I have a statement of the 
expenses of all the offices and that 
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confirms the statement that I have 
made. that it is a fluctuating expense. 

Q.—yYour company has one peculiar- 
ity it struck me, differing from the 
others. It re-insures an enormous 
amount of its business? A.—It sec- 
ures a large number of large policies. 

Q.—The average re-insurance of a 
company like the Canada Life or the 
Manufacturers’ or the Confederation— 
they do not re-insure more than 2 or 
3 per cent. of their business written? 
A.—That is very easy of explanation. 
A moment’s consideration will tell you 
that these companies are large com- 
panies and carry a large amount of 
insurance at their own risk. It is 
only a matter of prudence that a com- 
pany like the Imperial should carry 
a small amount at its own risk. 

Q.—I notice that there are other 
new companies that do not re-insure 
as you do? A.—Unfortunately they 
have not been benefitted by the re- 
ceipt of large insurances, as we have. 

Q.—I want to see how you are bene- 
fitted by thisP You pay the commis- 
sion for the new insurance? A.—As 
a rule. 

Q.—When you re-insure do you get 
the company that you ré-insure with 
to pay part of the commission or do 
they take it at net re-insurance? 
A.—What do you mean by net re- 
insurance ? 

Q.—For instance do they share with 
you in the payment of the commission 
required to secure that business, if 
you re-insure for half the amount, 
does the company re-insuring re-pay 
to you one-half of the commission? 
A.—Sometimes, and sometimes it is 
not re-insured on the same system at 
all. It depends on {the system on 
which you re-insure. 

Q.—I want to get from you whether 
the cost of obtaining that insurance 
that you have initiated is returned 
to you, the proportion of it, when you 
re-insure P A.—It is when we re- 
insure on the same plan that the in- 
surance is proposed to us upon, and 
sometimes we receive even more, for 
this reason, we have received a great 
number of risks in respect of which 
only a very small commission has been 
paid, or in respect of which no com- 
mission has been paid, and we have 
also a great number of risks on our 
books in respect of which no renewal 


‘commission is paid. In those cases 


we receive from the re-insuring com- 
pany a normal rate of commission and 
a normal rate of renewal commission, 
therefore these large re-insurances 
benefit the Imperial Life. 
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Q.—Then, as a matter of fact, you 
make out your re-insurance by charg- 
ing to the companies you re-insure 
with, commissions larger than _ those 
you are paying? A.—I didn’t say 
that. 

Q.—Do you do that? A oe 
that sometimes we receive business 
under which we pay no commission, 
and in such cases we stipulate for a 
pormal commission, such as the re- 
insuring company would pay to its 
agents, therefore the company bene- 
fits in such a case. 

Q.—And the other company looses? 
A.—No, it does not lose. It is only 
_paying a normal rate for the business. 

Q.—Then do you explain to the com- 
pany that you re-insure with that you 
have secured this business without 
commission, but that they must pay a 
commission? A.—No, that is never 
explained by any company. 

@.—Then the company to whom you 
take the re-insurance business does 
not know but what the ordinary com- 
missions have been paid? A.—It 
never inquires. In any re-insurance 
that is never inquired, in fire, life, 
marine, or any other class of rein- 
surance. 

Q.—Then the company that re-in- 
sures knows nothing about the cost at 
which you have obtained the business? 
A.—As a rule that applies. As a rule 
they know, as a matter of having 
some inside knowledge. 

Q.—Then will you say that on all 
the re-insurance business of the Im- 
perial Life there has been a gain in 
that respect? A.—I cannot say that. 

Q.—Will you say there has not been 
a loss in that respect? A.—I cannot 
say that. I have never investigated 
it in that connection. 

—So you do not know whether 
the re-insurance has been a benefit or 
a loss to the Imperial Life, you can- 
not say? A.—TI can only say that it 
has protected us in regard to— 

Q.—I did not ask you that. I want 
to know whether it has been a gain 
or a loss to you in regard to the cost 
of the business? A.—I would think, 
speaking generally, that it had been a 
gain. In the matter of expense that 
you referred to, it may be of interest 
to follow that up a little, as you have 
opened it, and to indicate what the 
expenses are of the Imperial Life 
compared with the other life com- 
panies, not mentioning their names, 
situated in the same condition as the 
Imperial Life has been situated. 

Q.—I am quite willing to take it for 
eranted that it is a great deal better. 
Every company has different places 
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where it is better than any- other? 
A.—In the matter of expense, I re- 
fer to that because you have men- 
tioned it yourself and brought it out. 
Of the companies organized during the 
past 35 years, only 4 secured their 
business at a more favorable expense 
rate than the Imperial Life. 

Q.—We won’t give the names of 
those four? A.—No, and those four 
were all organized over 23 years ago. 

Q.—I do not quite understand your 
éxplanation in regard to this item of 
$45,000 shown as a profit in the Profit 
and Loss Statement in the annuity 
claims. If the $5,000 was the ex- 
pected annuity claim maturing dur- 
ing that year, and the actual annuity 
claim was $40,000, should not that 
$5,000 be deducted instead of added ? 
making 35 instead of 45? A.—No, 
“you see the company takes credit for 
the expected loss in mortality, there- 
fore it must take credit for the ex- 
pected annuity loss, and as the re- 
serves that were released, minus the 
payments to annuitants, are greater, 
were a negative quality, therefore it 
must be added to the previous quan- 
tity. 

Q.—So that there was, that year, 
ou actual advantage of the 45? A.— 

es, 

Q.—I see your total gains on mor- 
tality are about $80,000, ten and 
seventy-eigjht ? A.—$70,000. The 
gain in respect of first years business 
is $10,000, in respect of the old busi- 
ness $59,986, about $70,000. 

Q.—That would not be sufficient in 
itself to make up the extra expenses 
over the loading? A.—No, it would 
not. 

Q.—You would have to use up all 
the gains in mortality and then come 
upon your excess interest before you 
would get enough to meet the actual 
expenses? .A.—Yes, we have antici- 
pated our loadings to a greater extent 
than the gains in mortality and the 
loadings for the year. 

Q.—Does that mean that in making 
up the loading part of a premium 
you do not load purely for profits, 
it is all for expense, there is no part 
of the premium loading which is for 
profits, is there? A.—Theoretically 
it. is. 

Q.—But I mean in practice, we may 
write it off altogether, may we not? 


_A.—Are you speaking generally now? 


Q.—Yes. A.—That does not apply 
to life insurance in general, In Great 
Britain, for example, nearly one-half 
of the loading is reserved for profit 
and expenses. 
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Q.—Let us take in this country and 
then as shown by that table. Prac- 
tically the entire loading is used up 
for expenses? A.—Yes. 


Q.—So that the sources of profit 
for participating policyholders may be 
looked for from the sources of gain 
in mortality, gain in the rate of in- 
terest, and gains upon lapses and sur- 
renders? A.—That has been the ex- 
perience. 


Q.—And such advantages as may 
accrue from the sale of your securi- 


ties for a higher price than you paid 
for them?...A.--Yes. 


Q.—And when we have exhausted 
that, we have exhausted the sources 


practically of profits? A.—Yes, pretty 
nearly. 


Q.—That the policyholder may look 
toP A.—Yes. 

Q.—If that is so is it quite fair as 
between policyholders to make such 
very large differences in the loading 
of the various premiums, because some 
of your premiums are loaded two or 
three times more than others; it all 
goes into expense? A.—Not two or 
three times. About twice. 

Q.—You are much more familiar 
with it than I am. We will say 
twice. Is that quite reasonable, that 
one policyholder should have to pay 
a loading twice as high as another 
when there is practically no profit 
coming from the loading, the profit 
is all from the gains? A.—By pay- 
ing that excess amount he is admitted 
as a partner into the business of the 
institution and shares in the profits 
arising from the business of the in- 
stitution. 

Q.—I quite understand that, but 
why should his brother participating 
policyholder pay twice as much? A. 
—I do not quite appreciate that ques- 
tion? 
pen es Sap ae loadings for 

uterent classes of participati - 
icyholders ? aay apa 

Q:—Why should he pay that? A.— 
Oh, a variation in the loading. 

Q.—Yes. A.—That is according to 
custom. It depends upon the expenses 
incident to the class of insurance. 
On the Whole Life system a certain 
rate of commission will be paid and a 
certain rate of expense applicable 
thereto, 20 Year Endowment another 
rate and so forth. Theoretically speak- 
ing I might say this, that it might 
be regarded that all’ premiums should 
be loaded the same, That, however, 
has not been found to be workable, I 
believe. 
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Q.—There is no principle upon 
which it is done, so far as I can see, 
because it is not from the loading 
that you get your gains, it is from 
those other sources and therefore you 
might just as well load all these pro- 
fit policies the same way; but say to 
one man we will let you in on a dif- 
ferent partnership’ basis? A.—Well, 
of coyrse, under the non-participating 
system, some of the surplus has been 
anticipated. 


Q.—I am not speaking of the non- 
participating, but among the partici- 
pating policyholders I cannot see 
what logic there is in loading dif- 
ferently if they get none of the load- 
ing back by way of profitsP A.— 
Well, they do get some part of the 
loading back in certain: companies. 


Q.—In your company? A.—No. 
Q.—Not in the Canada Life? A. 
—TI don’t know about that. 


Q.—I can tel you that.since this 
investigation, that they could not have 
got anything back for the last five 
years because they were away. over, 
and not in any company so far as I 
know that we have investigated yet 
is the loading above the expense or 
up to the expense. I may be mis- 
taken, but I think not. Now is there 
any logic in telling a policyholder, 
you must pay a heavier premium in 
that way because you are going to 
get some of it- back; that is his idea, 
is it not? A.—In the expectation 
that when the good times come the ex- 
pense will be kept within the loading. 

Q.—But a very eminent authority ~ 
on insurance has informed us that no 
company has ever reached that period 
that such good times have come that 
it does not want to extend its busi- 
ness? A.—Well, I am very hopeful 
of life insurance in Canada, and I 
would not be a bit surprised to see 
the time and not very long when the 
companies will be able to keep their 
expenses within their loading, and it 
surely will come. 


Q.—I like your hopeful tone, but it 
has not come? A.—It will come, 
though. I don’t know about the past. 
I would not be a bit surprised if we 
went back some ‘years that we would 
find such a condition. I cannot speak | 
definitely, though. I think at the 
present time it may be assumed that 
the expenses of all the companies in 
Canada exceed their loading. 

Q.—While that is so there is not 
much logic in the method of differ- 
entiating the loading for participating 
policyholders?’ A.—Well, the expec- 
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' tation is that such a condition will 


not continue. . 

Q.—And so what has been done in 
the past has all been done in the ex- 
pectation of something occurring that 
has not yet occurred? A.—Well, I 
say if you go far back you will find 
the condition existing, the ideal condi- 
tion existing, and it has’ been in the 
expectation that that ideal condition 
will come back again. 

Q.—You have not investigated to 
find that that ideal condition did ac- 
tually exist in Canada? A.—From 
the examination of the expense rates 
of the companies, I would assume that 
to be the case. 

Q.—When you come to the non-par- 
ticipating policyholder you let him off 
very lightky, don’t youP A.—We 
charge him a normal rate for his con- 
tract. 

Q.—I will take the same age that has 
been taken with some of the other com- 


panies. ‘At the age 35, I think it was. 


that Mr. Sanderson took. I won’t 
call them the combined companies, but 
a number of companies struck the 
same rate? A.—Yes. 

Q.—And you have the same with 
youP A.—Yes. 

Q.—And the premium for that age, 
without profits, is $22.90. The same 
in all these companies that joined in 
this Association. Now the net prem- 
ium rate for that age at 34 per cent., 
and that is what you calculate on, is 
it notP A.—Yes. 

Q.—Is $20.76 on the Hm. tables? 
A.—These rates, I may say, were based 
on the American Table of Mortality 
and 33 per_cent. interest, these net 
premium rates. 

Q.—But should not your premium 
rates be based on the same table as 
your reserve is based uponP A.— 
That cannot always apply, for this rea- 
son: a company may have issued’ a 
policy 30 or 40 years ago and the table 
of mortality may have been the Carlyle 
or the American Experience with 44 
per cent. interest, and at the same 
time the company may reserve in re- 
spect of that policy on another table 
and another rate of interest, therefore 


you cannot lay down that the company 


having fixed by one table of mortality 
and one rate of interest, should re- 
serve by that table any rate of inter- 
est. 

~ Q.—I am assuming that you are to 
day reserving on a 34 per cent. basis, 
Hm. tables, and are getting out new 
tables for the future business of your 
company, new premium ratesP A.— 

es. ; 
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Q.—Should you not get them out on 
the same table? A.—As we propose 
to reserve on, yes. 

Q.—That would be sound insurance, 
wouldn’t it? A.—Yes, 

Adjoruned to 2 p.m. 


AFTERNOON SESSION. 
—Resumed at 2 P.M.. J 1 
as , June 12th, 


_—Examination of Mr. Bradshaw con- 
tinued : 


MR. HELLMUTH: Q.—We were 
dealing when the adjournment came 
with the without-profit or non-partici- 
pating policy at age 35 and the prem- 
lum in your company in conjunction 
with other companies in the Associa- 
tion was $22.90, whereas the net prem- 
ium: would be $20, 76, at three and a 
half per .cent., the rate you reserve at, 
that. leaves $2. 14 for loading in that 
case, is it notP A.—Yes. 


Geeh Be than ten per cent? A,— 
No, a little bit over ten per cent. 

Q.—Perhaps you did not, but some 
one said 15 per cent. was required at 
least for non-participating policies? 
A.—No, I did not express any opinion 
of what was required. 

Q.—What do you think yourself? A. 
—I think the loading which is at pre- 
sent put upon those premiums is a 
fair loading, the loading is 15 per 
cent. 

Q.—This is only ten? A.—As J 
stated this morning the premiums are 
based upon the American Experience 
table of mortality and 33 per cent. in- 
terest, and you have taken the Hm. 
34 per cent. net premium, you have 
not taken the net premium from the 
same table of niortality. 

Q.—Your gross premium? A.—Is 
15 per cent. of the net premium. 

Q:—Your gross premium is based on 
a table that was not issued until 1903? 
A.—How do you mean? 

Q.—That is the time these tables 
were got up; the date of this is Octo- 
ber Ist, 19052 A—Yes. 

Q.—Why base it after what you said 
before on anything except the 33 Hm. 
which was certainly in force then in 
your company? A.—The reason was 
that quite a number of American com; 
panies had adopted that basis for their 
non-participating rates, and the Im- 
perial Life with other companies also 
adopted that basis. 

Q.—That was purely to meet com- 
petition of course? A.—That was 
for the purpose of securing a fair rate. 
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Q.—Was it not for the purpose of 
meeting competition; supposing you 
had been free from the competition of 
others based upon a Jess severe table 
would you not have made, as you said 
a company should make its premium 
rates on the same basis as its reserve 
ratesP A.—We probably would if the 
American companies had not adopted 
that. 

Q.—Then it was, as I said, merely to 
meet competition ? A.—It was be- 
cause American companies had adopted 
that table. 

Q.—And to meet the competition 
with them? A.—Yes. 

Q.—That is not sound insurance, is 
it, to put a premium on a different 
basis from the reserve when you know 
what the reserve is? A.—Certainly 
it is, provided you have an adequate 
loading. 

Q.—Your loading here would only 
be, as you say, about ten per cent. on 
the same rate as you reserve upon? 
A.—Yes, that would be ten per cent. 
for the whole of life and in our opinion 
that was considered to be an adequate 
loading. 

Q.—Do you consider ten per cent. 
an adequate loading for the whole life? 
A.—For that form of policy. 

Q.—Would you consider any less ade- 
quate? §A.—We would consider that 
a proper loading. 

Q.—Would you consider four per 
cent. or five per cent. an adequate 
loading? A.—No. 

().—Would that without-profit policy 
not require to be assisted by the profit 
bearing policies or some of the profits 
of the company in order to carry it- 
self? A.—I have not made an inves- 
tigation of the two branches, but as I 
stated this morning I think that the 
non-profit business of our company 
would carry itself, that is to say the 
pees would be "about sufficient. 

Q.—Can you give me any idea what 
the proportion of the non-profit part 
of your business is? A.—I think 
about 5 per cent. 

Q.—Did you pay any renewal com- 
missions upon that non-profit business P 
A.—Two-thirds of the renewal commis- 
sion we pay on participating. 

Q.—What renewal commission did 
you say on the participating? A.— 
In some cases five and a maximum of 
6 per cent. 

Q.—So that it would be two-thirds 
of five? A.—Yes, it would be four or 
a little bit less than four. 

Q.—So that would leave after the 
first year about 6 per cent? A.— 
Yes. 


nial profits are taken? 
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Q.—That is to say if no expense was 
to be charged against itP A.—Yes. 

Q.—But that would hardly be fair? 
A.—No, there would be some expense 


_in addition to the agents. 


Q.—And there would also be the pro- 
portion of expense and investment of 
the funds for reserve? A.—Yes, a 
small fraction. 

Q.—So that they would be running 
it pretty close? A.—I think there is 
sufficient margin. 

Q.—You think it would carry itself 
in your company? A.—In view of 
the commissions that are paid. 

Q.—Can you tell me what proportion 
of your business is written upon the 
deferred dividend system roughly? A. 
—I would think about 85 per cent. 

Q.—Upon the deferred dividend? A. 
—Yes. 


Q.—That is not where the quinquen- 
A.—No. 

Q.—That would leave 15 per cent. 
for all other plans, out of which 5 per 
cent. would have to go for non-partici- . 
pating? A.—yYes, about ten per cent. 
for five year distribution. 

Q.—There is only ten per cent. in 
your company on the five year distri- 
bution planP A.—Yes, 

Q.—And the rest is all ten, 15, and 
twenty and twenty-five years? A.— 
Not 25, 20 years. 

Q.—20 year is your limit. 

Q.—tTen, fifteen and twenty year de- 
ferred dividend system, or whatever 
you cal] it? |A.—Yes, accumulative 
surplus, deferred dividend, semi-ton- 
tine; we cal] it accumulative surplus. 

Q. That means if the person insured 
lives out the period his profits go to 
the survivors? A.—Yes. 

Q.—The man paying that higher 
premium loaded in that way, whose 
policy became a claim before the last 
year or the final year of the period, 
would lose al] that he had paid in for 
profits? A.—lLose_all that Wad been 
accumulated for profits under his pol- 
icy. 

Q.—He would be no better off, in- 
deed, than the non-participating? A. 
—No. 

Q.—Although he would have paid a 
very much higher premium? A.— 
Yes. 

Q.—I suppose you object to the word 
gambling, that is the chance element? 
A.—No. I would not say that. 

Q.—Not even chance; can you find 
a milder word than chance? A.—I 
will give you an illustration, you apply 
to-day to two different companies on 
two different forms of policies, non-par- 
ticipating, and one company you apply 
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for a whole life policy with an annual 
premium of $25, and the other com- 
pany you apply for a twenty year en- 
dowment, and the annual premiums 


of that would be $48; you die two years - 


from now, would you say in one case 
you had lost— 

Q.—I certainly would if I got the 
Same insurance for $25? A.—You 
did not get the same insurance. 

Q.—If I-had got an insurance that 
in the case of death would bring me 
in the same amount I would say I had 
taken my chance for the difference to 
get something for myself, not for my 
family; that was just my idea? A.— 
There are two different forms of con- 
tract, and you are contrasting the 
with-profit contract with a without- 
profit contract. 

Q.—No, I say you take your deferred 
dividend contract? A.—That is some- 
thing like an endowment. 

Q.—In contra distinction to either 
prauel or quinquennial profits? A. 
—Yes. 

Q.—If a man takes a quinquennial 
profit policy or an annual] profit policy 
in any system at the end of the period, 
a. year or five years, his profits are al- 
located to himP A.—Yes, if he dies 
say in the six years he would lose one 
year’s profit, if he died in the 7th year 
under the five year distribution— 

Q.—Does not that all appeal to you 
for annual] distribution of profits? A. 
—No, it does not; there is another 
element which enters into it, the sta- 
bility of the companies. 

Q.—We assume these are all stable? 
A.—You cannot eliminate that  be- 
cause it is the foundation of life insur- 
ance, and if you begin to distribute 
profits which you have no right to dis- 
tribute then you interfere with the sol- 
vency of the company. 

Q.—I am perfectly with you, if you 
distribute profits you have no right to 
distribute; but I am assuming at the 
end of any given year there are profits 
there earned, why should not you then 
distribute those profits? A.—Because 


the company has not got a business , 


sufficiently large, nor are some of the 
companies sufficiently old enough to 
form an average for a yearly distribu- 
tion of profits. 

Q.—But are they old enough to form 
an average for a five year? A.—Yes, 
I think they are. 
~ Q.—I do not know whether you were 
here during the time the actuary of 
the Canada Life was giving his evi- 
dence, but he made it abundantly clear, 
or endeavored to do so, that if you 
died during the period of the quin- 


(Imperial Life, Mr. Bradshaw, Ex’d.) 


quennium you would get your propor- 
gop of profits in the Canada Life? A. 
-—Yes, . 


Q.—You know that is so? A.— 
Yes. 


Q.—So that your argument would 
not apply at all— A.—Not to the 
Canada, Life but it would to some other 
companies, 


Q.—lIs it not eminently just and fair 
that the profits earned should go to the 
man who paid in instead of to some- 
body else? A.—My view in regard 
to that is simply this, I do not advo- 
cate the deferred dividend system, on 


_ the contrary I believe it would be bet- 


ter if the companies were to eliminate 
that from their business. 

Q.—But the policy of your company 
is such that 85 per cent. of its busi- 
ness is upon the deferred dividend 
system? A.—For the simple reason 
that we are by the force of competi- 
tion compelled to do this. 

Q.—Is it not so with you that many 
of the positions that you take as a 
theorist are as an actuary the very 
reverse of the positions taken in prac- 
tice by the companies? A.—In many 
instances. 

Q.—And you would like to get back 
to really what you believe sound prin- 
ciples ? A.—I am an advocate of 
sound principles in life insurance. 

Q.—But you are not strong enough 
to carry it out in your own company? 
A.—Nor is any man strong enough 
in this country or in Great Britain or 
in the United States. 

Q.—In regard to rebating, you have 
certainly given rebating a black eye? 
A.—I think rebating should be put 
away. 

Q.—And yet you have even person- 
ally yourself bowed to the inevitable 
of the preponderance of the evil force? 
A.—Others have to in their profes- 
sions and callings of life. 

Q.—Could you tell me about what 
amount of surplus you have to the 
credit of the deferred dividend sys- 
tem, or have you calculated your sur- 
pluses? A.—We have. : : 

Q.—They are shown? A.—On these 
individual cards. ; 

Q.—Are they shown at all in the 
Government reports? - A.—Not sep- 
arately. 

Q.—But as a whole? A.—Yes. 

Q.—You have lumped them _ to- 
gether? A.—Yes, altogether the totay 
surplus to the company is given. 

Q.—And that would apply to the 
deferred as well as to the other? A. 
—Yes. 
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Q.—Have you got your surplus on 
policyholders’ account for 1905, is that 
shown in that proflt and loss state- 
ment? A.—No. 

Q.—I see here for 1904 (in the blue 
book) it was $581,000 odd? A.—Yes. 
Q.—Is that increased? A.—Yes. 

Q.—I see it has increased to 650,000 
odd dollarsP A.—Yes. 

Q.—That surplus is a constantly 
increasing factor until a division 
comes? A.—Yes. 

Q.—I failed to understand how the 
transaction with Senator Fulford was 
insurance at all, is not that a liability, 
that $100,000? A.—How a lability? 

“Q.—Don’t you owe somebody $100,- 
000 with interest at a certain rate? 
A.—We are paying the instalments 
as they fall due regularly. 

Q.—But do not you owe a capital 
sum of $100,000 payable, we will 
assume Senator Fulford had not died, 
payable 25 years after his death? 
A.—It was more than the $100,000. 

Q.—Whatever it was, you owed 
that? A.—Yes. 


.—Do you show that amongst your | 


liabilities? A.—Most certainly. 

Q.—In what class? A.—Among the 
reserves on the policies. 

Q.—Why is it a reserve on the polli- 
cies? A.—Because it is a combination 
of life insurance and life annuity. 

Q.—Tell me where it is life insur- 
ance, what has it to do with life in- 
surance, you borrowed practically? 
A.—No, we did not borrow— 

Q.—Is not this the transaction; 
supposing you come to me, we will 
assume J am a monied man— A.— 
Supposing you come to the Imperial 
Life. 

Q.—Let me take it the other way? 
A.—That won’t be the right explana- 
tion. 

Q.—Well, I come to you and I say 
I would like to lend— A.—That is 
not the way. ; 

Q.—Well put it this way, I would 
like to lend you $100,000 at 33 per 
cent. payable at my option at 25 
years certain, or if I should live, in 
25 years after my death, would that 
be anything but a loan? A.—No, 
that is not the transaction at all. 

Q.—Would that be anything but a 
loan? A.—I cannot go into supposi- 
tious cases of that kind. 

Q.—I think you are quite compet- 
ent to deal with a transaction of that 
character? A.—I will state the facts, 
if you wish them. 

Q.—If you decline to answer I can- 
not push it any further, but I would 
like to know whether that would be 


a loanP 
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anything more or less than a loan? 
A.—I will state the facts. 

Q.—You won’t answer my question? 
A.—Because it is not the case. 

Q.—I did not say it was your case, 
I want to put that case to you, I come 
to you and I suggest you should take 
$100,000 of my money, and that you - 
should repay it to me at my option, 
either in 25 years or in 25 years after 
my death with interest meanwhile at 
3 per cent.?P A.—That is not the 
transaction. 

Q.—But would that transaction be 
A.—I could name half a 
dozen transactions that would be a 
loan just as well as that would be, 
but I hardly think it is proper to 
connect a transaction of that kind 
which is entirely foreign to the trans- 
action. 

Q.—I will give you every chance 
to explain yours; I want to get the 
distinction, would the transaction in 
your opinion be a loan or life insur- 
ance? A.—There is no connection 
between the two. 

. Q.—Is mine a loan? A.—You can 
probably answer that as well as I 


could: 


Q.—It seems to me that is a very 
simple matter; if you say you won’t 
I will take your answer, but only 
when you say you won’t? A.—I do 
not wish to be discourteous. | 

Q.—I should not take it as discour- 
teous, but if you say I would rather 
not answer? A.—I would rather not 
answer. 

Q.—Would you tell me what was the 
life insurance feature of Senator Ful- 
ford’s transaction, what was life in- 
surance in it? A.—We determined 
what was the single premium for an 
assurance of $3,750 payable in 25 an- 
nual instalments, and the single prem~ 
ium to secure $100,000 payable in 26 
years after his death; we also deter- 
mined the single premium to secure 
to Senator Fulford a life annuity 
during his life of $3,750. Having 
determined these premiums we paid 
the amount down, as a single sum. 

Q.—Can you tell me what that 
amount wasP A.—That amount as 
stated yesterday was $100,000. 

Q.—As a matter of fact you paid 
him 33 per cent. upon that $100,000 
during his life and during 25 years 
thereafter? A.—Yes. 

Q.—Is that right? A.—Yes. 

Q.—And at that date you re-paid 
the $100,000 that he had paid _you? 
A.—If you come to our office to-mor- 
row morning and asked for a life 


annuity of $3,750 we would charge you 
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a certain single premium; if for ex- 
ample Mr. Shepley came and asked 
for a policy of life insurance for a 
certain amount payable at his death, 
and you were at the same age, we 
would also charge a certain single 
premium that would secure the two 
transactions. : 


Q.—I want to get back to the ques- 
tion I asked you, it was exactly 3 3/4 
per cent. upon the amount he paid that 
you undertook to pay him during his 
hfe? A.—You can reduce to percent- 
ages any premium that is charged by a 
life insurance company. 


Q.—And you have to re-pay the 
exact amount he paid you, the $100,- 
000 afterwards? A.—It is done by 
numbers of companies. 


Q.—That may be so; I am sorry I 
cannot see the insurance feature in it? 
A.—I may say further in connection 
with that transaction the Department 
of Insurance has always valued and 
treated these contracts as two con- 
tracts, one of life insurance in respect 
of which they saw we put up the full 
reserve in respect of that of life in- 
surance, and one in respect of annuity, 
regarding which they saw we put up 
the full reserve for that life annuity 
each year. 


Q.—But the result of the transaction 
could have been effected with a com- 
pany that did not transact life insur- 
ance business at allP A.—I do not 
know, it depends upon their power. 

Q.—With an individual then who 
did not transact life insurance at all? 
A.—It is questionable. 

Q.—If one was willing to pay 3 3/4 
per cent. upon money one could have 
done for Senator Fulford just as much 
as the Imperial Life did for him? A. 
—No, because they would not have the 
benefit of re-insurance; we protected 
our interest not only in regard to the 
amount involved, but also in regard to 
the fall in rate of interest. 

Q.—I am speaking of supposedly a 
wealthy capitalist, say Senator Cox, 
that he had said to Senator Fulford 
‘You loan me $100,000 and I will re- 
pay it at 3 3/4 per cent. interest,’ he 
would not have required— A.—Still 
it would have been essential for an in- 


dividual to protect himself on account 


of the comparatively high rate of in- 
terest; our rate of interest was 3} per 
cent., and owing to the long future it 
was expected that that would be 3 per 
cent— 

Q.—Don’t you think there are a 
great many people who would be wil- 
ling to pay 3 3/4 per cent. for money 
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to-day to take $100,000 and pay 8 3/4 
per cent. for a period of 25 years with 
an option of longer? A.—It is very, 
very doubtful, and the $100,000 de- 
pends upon the death of the man. 

Q.—And it was 25 years beyond his 
death? §A.—It depended upon the 
date of his death; that death may not 
have taken place for 25 years. 

Q.—And it might have been fifty? 
A.—Yes. 

Q.—At the time you made the exam- 
ination of the Temperance & General 
and the Manufacturers, did you see the 
managers of both companies at that 
time? A.—At the time I made the 
examination P 

Q.—Yes? A.—Yes, the examination 
was made at their request. 

Sag? that you saw them both? A. 
Yes. 

Q.—And had consultations with- 
them? A.—Yes. 

Q.—Were both the managers of both 
companies*anxious to bring about the 
amalgamation? A.—I do not think 
Mr. Sutherland was as anxious as Mr. 
Junkin, although I cannot say that 
Mr. Sutherland strongly objected to 
it. I think at the time there was a 
view held that probably both would be 
connected with the amalgamated com- 
panies in some capacity or other. 

Q.—Did you know what that ar- 
rangement was as to their both being 
connected P A.—No, it never took 
form. : 

Q.—You did not know what the in- 
ducement was that was held out to 
those managers as to the positions they 
would occupy respectively in the new 
company? A.—No, I cannot. speak 
for a certainty about that; I did not 
know who was to be the senior officer. 

Q.—But they were both to be in the 
new company? <A.—I had that im- 
pression. 

Q.—You did not discuss that with 
them? A.—I think I did, I think it 
was a matter of discussion. 

Q.—Do you know why it was not 
carried out? A.—No. not in detail. 

Q.—I notice that the total insur- 
ance in force at the close of 1904 was 
$17,672,000, and that the total insur- 
ance in force at the end of 1905 after 


_ deducting re-insurance, which you did 


before for the previous year, was only 
in round figures about $18,000,000, or 
only an increase of some three hundred 
odd thousand dollars? A.—I do not 
think those figures are right. 

Q.—These are the figures from this 
book? A.—It is an increase of about 
two million dollars. These are the 
figures. 
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Q.—But you have to take from that 
the re-insurance? A.—You have to 
for this too. 

Q.—No, the total policies in force 
after deducting is $17,672,000, you see 
that in the blue book or t u 
Where do you find the deductions for 
re-insurance here? E 

Q.—I thought it was there? A.—I 
do not see it. 

Q.—Where is the corresponding en- 
try here for the re-insuranceP (In 
the blue book.) A.—There it is, $1,- 
583,000, showing the net amount $16, - 
089, 000. 

Q.— What would be the amount now ? 
A.—$17,988,000, an increase of almost 
two million dollars. 

Q.—Is that a normal increase? A. 
—I think last year our lapses were a 
little bit higher than in previous years 
for this reason, during last year there 
was a good deal of disturbance in life 
insurance and I think it affected the 
stability of the policyholders, and as 
a result I think our lapses in common 
with the lapses of other companies were 
greater. 

Q.—Rather abnormal? A.—TI think 
so. There is a matter I would like to 
answer before I leave. There appeared 
in two of the newspapers, one last. 
evening and one this morning, a state- 
ment in regard to the loan of the Im- 
perial Life in the West. One news- 
paper stated we had had eight fore- 
closures. The statement that I made 
was that during a period of eight years 
we had only two foreclosures of mort- 
gages, and that in each case the amount 
seLUrDeY to the borrower was over $1,- 

00. 

MR. SHEPLEY: In regard to this 
company also, subject to what may 
happen in the future, the examination 
is closed. _ With regard to the next 
company, I am proposing to take up 
the Home Life. Within the last few 
minutes I have had word that a witness 
whom I desire to call first in order to 
present the case in an orderly fashion 
has gone out of town. I hope to have 
him in the morning, and: I am not sure 
that it would not perhaps be time 
gained if Your Honors would adjourn 
now till to-morrow morning. I can of 
course go on with historical statements, 
ie I would rather have the witness 

ere. 

JUDGE MacTAVISH: If you think 

that time can be saved by an adjourn- 
ment now we will adjourn. 
_ MR. SHEPLEY: I think all the 
time we have been sitting this is only 
the second time we have ever shortened 
a day for any reason. 
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JUDGE MacTAVISH: Then we will 


adjourn until to-morrow morning. 


—Adjourned at 3 P.M., Tuesday, till 
10.30 A.M. to-morrow, Wednesday, 
June 13th, 1906. 


FORTY-FIRST DAY. 
MORNING SESSION. 
Toronto, Wednesday, June 18th, 1906. 

MR. SHEPLEY: I have to make a 


statement, and to make a suggestion 
to the Board this morning. We are 
all ready so far as the documents are 
concerned, and so far as our examin- 
ation of the records are concerned, 
to proceed with the examination into 
the affairs of the Home Life Associa- 
tion. We cannot do that, however, 
except at the sacrifice of efficiency, 
without the evidence of a particular 
gentleman, who I am afraid is keep- 
ing out of the way as a matter of 
policy, and I suggest to the Board 
that no person should be permitted 
to affect our proceedings by taking a 
course of that sort, if the gentleman 
is taking that course. It is better 
that there should be a little delay 
than that there should be any sacri- 
fice of efficiency. I feel very strongly 
that I shall go on in a crippled con- 
dition without the presence of the 
gentleman to whom I refer; and my 
suggestion to the Board is that after 
I have made this statement the Board 
should adjourn until to-morrow, by 
which time if he is not here we shall 
be ready to go on with something else. 
As I say we are entirely ready in 
the matters of the Home Life with the 
exception of the absence of the par- 
ticular witness to whom I refer. It 
is quite right to say that the person 
is not at present in the employ of 
the Home Life Association, so that 
there is nothing to be said with re- 
spect to the Association at all, but 
that is the position in which we find 
ourselves and I venture to think that 
it is much better that the public 
should understand that this enquiry 
won’t be hampered in any way by 
that sort of thing, that we will wait, 
if necessary, until better counsels pre- 
vail rather than go on without the 
presence of any witness we consider 
desirable. My suggestion, therefore, 
is that the Board rise till to-morrow 
morning, at which time if he is not 
bere I shall be prepared to go on 
with another enquiry. I want again 
to say we are entirely ready; it is 
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not a matter of not being ready, we 
are entirely ready so far as we are 
concerned but for the single fact that 
I speak of. 


MR. McLAUGHLIN: Mr. Chair- 
man, and gentlemen of the Commis- 
sion, I wish to say on behalf of the 
Home Life Insurance Company we 
are also ready. The witness Mr. Shep- 
ley desires to be here was a former 
Manager of the company over whom 
we have no control at the present 
time, and I have been using every 
effort I possibly could for the last 
three days to locate him, and have not 
been able to do so. We are just as 
anxious as my learned friend that the 
witness should be here to be examined. 


MR. SHEPLEY: I do not doubt 
that at all. 


MR. McLAUGHLIN: We are will- 
ing to submit to my learned friend’s 
request for an adjournment, or to any 
other arrangement that he desires, 
so that the witness in question or any 
other of the former employees of the 
company should be obtained. Every 
witness and every person at present 
in the employ of the Home Life will 
be produced by the company when re- 
quired. 


MR. HELLMUTH: I do _ not 
know that it is necessary to add any- 
thing. The course suggested by my 
learned friend Mr. Shepley seems an 
eminently proper course to follow. If 
he, conducting the enquiry, says a 
witness is necessary and material for 
the proper elucidation of the matter 
in hand it must follow the enquiry 
would be very much hampered and 
very ineffectual without that witness. 
Mr. McLaughlin says it is no fault 
of the Home Life in any shape or 
form that the witness is not here. 


MR. McLAUGHLIN: I have never 
kad an opportunity to even interview 
the witness in question, and do not 
know him personally. We made every 
effort we could to get him. 


JUDGE MacTAVISH: In view of 
what has been said by counsel it is 
inevitable that there must be an ad- 
journment for the day. It is very 
unfortunate that this break occurs, 
but as has been stated the efficiency 
and the thoroughness of the Investiga- 
tion cannot be sacrificed in any way. 
If the witness does not appear to-mor- 
row morning you will have something 
else P 


MR. SHEPLEY: I will go on with 
something else. I do not want to de- 
lay the general enquiry at all, but I 


(Imperial Life, Mr. Bradshaw, Ex’d.) 


do not want to commence an inquiry 
into a particular subject without all 
my ammunition being at hand. 


_ JUDGE MacTAVISH: I think that 
is quite right. The enquiry will stand 


adjourned till to-morrow morning at 
10.30, 


—The Commission accordingly ad- 
journed at 11 A.M. Wednesday, June 
13th, to Thursday, June 14th, at 10.30 
A.M, 


FORTY-SECOND DAY. 
MORNING SESSION. 
Toronto, Thursday, June 14th, 1906. 


MR. SHEPLEY: Mr. Osler has 
come with reference to the gentleman 
whose name was not mentioned yester- 
day to your Honours at all. And who 
was thought to be a necessary witness 
in connection with the Home Life. 
My learned friend tells me, and I 
accept it entirely without any quali- 
fication, that the gentleman is away 
on business and is not at all intend- 
ing to evade examination. He is not 
able to be here to day; and I am, for 
the reasons I stated yesterday, pre- 
pared with another matter instead of 
going on with the affairs of the Home 

ife. 

MR. OSLER: I would like to say, 
as the gentleman’s name was men- 
tioned in the papers as keeping out 
of the way, that he is engaged in the 
construction of a line of electric rail- 
way which necessarily takes him out of 
ordinary communication. He called 
me up by telephone this morning at 
half past ten telling me he had no in- 


‘timation whatever from any source 


that his presence would be required, 
and that he would come back to-night, 
if he is asked to do so, but it will be 
extremely inconvenient for him to do 
so. 

MR. SHEPLEY: He need not come 
at present, if you will give us his 
address. 

MR. OSLER: MHe was very much 
annoyed at the reports that he was 
keeping out of the way. He will be 
available on reasonable notice at any 
time. 

MR. SHEPLEY: Then if my 
learned friend will give me _ the 
method of communicating with him 
it will be all right. 

We are proposing to take up the 


Life Managers’ Associafion this morn- 
ing. 
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CANADIAN LIFE INSURANCE 
OFFICERS’ ASSOCIATION. 


(Thomas Bradshaw, recalled.) 


MR. TILLEY -30.—-Youm are-s2a!- 
ready sworn; you are the Secretary; 
I believe, of the Canadian Life Insur- 
ance Officers’ Association? A.—Yes. 


Q.—It is about that Association 
that I want to ask you this morning 
and it has nothing to do with the 
Imperial Life any more than to any 
other company that belongs to that 
Association; how long have you been 
the secretary of the Association? A. 
—Assistant Secretary in 1899, and Sec- 
retary about. 1900. Prior to that 
Mr. Henry Sutherland was the secre- 
tary. 

Q.—When was the Association form- 
ed? A.—In 1894, 


Q.—And who were the persons who 
brought the Association together? A. 
—The names of the first persons were 
Messrs. A. G. Ramsay of the Canada 
Life; J. K.) Macdonald of the Confed- 
eration Life; J. G. Richter. of the 
London Life; William McCabe of the 
North American Life; J. F. Ellis of 
the Manufacturers’ ’ Life ; William 
Hendrie of the Ontario Mutual Life, 
now the Mutual Life of Canada; 
Thomas Hilliard of the Dominion 
Life, and Henry Sutherland of the 
Temperance & General Life. 


Q.—Was it an Association of officers 
or an Association of companies? A. 
—It is an Association consisting of 
the managers and other officers of the 
companies. 

Q.—Is the manager or the officer 
admitted to membership, or is’ the 
company admitted to have its man- 
ager and secretary members? A. 
—It is the company. 

Q.—The company is permitted to 
have its manager and secretary mem- 
bers? A.—Yes. 

Q.—That is the way the matter 
comes up for discussion? A.—Yes. 

Q.—Resolved that such a company 
shall be admited to membership, and 
thereupon its manager and secretary 
become members of the Association? 
A.—Yes. 

Q.—When was any _ constitution 
adopted by the Association? A.— 
Towards the close of 1894. 

Q.—And was a printed constitut- 
tion then adopted? A.—Yes. 

Q.—And is this it? A.—This is a 
re-print of it (filed as exhibit 232.) 

Q.—It is the original constitution 
as it may have been amended or al- 


6 EDWARD VII., A. 1906 


Canadian Life Insurance Officer’s 
Ass’n. (T. Bradshaw, Ex’d.) 


tered down to the date this was print- 
edP A.—Yes. 

Q.—This was printed in 1901? A. 
—Yes. 

Q.—As revised down to May 23rd; 
1901? A.—Yes. 

Q.—Some amendments have been 
made since this constitution was 
printed, and those amendments are 
shown in the copy which is made an 
exhibit? A.—yYes. 

Q.—Does the constitution stand 
now as this exhibit is with the print- 
ed and written parts interlined? A. 
—Yes. 

Q.—The officers are given in 1901 as 
Past Presidents A. G. Ramsay and J. 
K. Macdonald; and then the officers 
for 1900-1: President, W. M. Ramsay, 
of the Standard Life; First Vice-Pre- 
sident Henry Sutherland of the Tem- 
perance & General Life; Second Vice- 
President B. Hall Brown of the Lon- 
don & Lancashire Life; Secretary- 
Treasurer Thomas Bradshaw of the 
Imperial Life; and Auditors E. W. 
Cox of the Canada Life and J. K. 
Junkin of the Manaufacturers’ Life. 
The kExécutive Committee consisted 
of the officers and J. K. Macdonald 
of the Confederation Life and Wil- 
lam McCabe of the North American 
Life. Then I notice there were 
two honorary members A. G. Ramsay 
and William Hendrie; they had re- 
tired from active -duties in  connec- 
tion with Life Insurance, Mr. Ram- 
say being of the Canada Life? A.— 
Yes, and Mr. Hendrie of the Mutual 
Life of Canada. 

Q.—The ‘name of the ‘Association 
shall be the Canadian Life Insurance 
Officers’ Association. Article 2 gives 
the objects (reads). Has it ever re- 
ceived any corporate rights? A.— 
Application was made for incorpor- 
ation, and letters patent were issued, 
but the Association never organized 
under them. 

Q.—Letters patent under the On- 
tario Government or the Dominion? 
A.—Ontario. 

Q.—That is the Association by 
letters patent obtained incorporation 
but never proceeded to organization? 
A.—WNo. 

Q.—When did er apply for the let- 
ters patent? A.—That would be 
about 1901 or 1902. 

Q.—What induced you _ to Bode 
for the letters patent? A.—At that 
time it was thought desirable to enter 
upon the publication of a journal and 
in connection with the expense of 
that it was deemed desirable to se- 
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cure funds.and it was further thought 
desirable that it might be the means 
of recognition by the legislatures of 
other Provinces and by the Domin- 
ion. 

Q.—One object was to publish a 
journal regarding matters of inter- 
est to companies, I suppose? A.— 
Yes. 

Q.—And the other was to give you 
a status in any action you would take 
46-8 body?  A.—Yes. 

Q.—Then having . obtained the 
charter what induced you to drop it? 
A.—Some of the members thought they 
might be incurring greater liabilities 
than were intended, and there was 
some other legal difficulty, I don’t re- 
member what it was, I think one was 
whether the companies were by their 
charters permitted to hold stock in an 
Association of this character—I think 
that was the legal point. 

Q.—The way in which it was incor- 
porated you would have capital stock? 
A.—Yes. 

Q.—And the intention was that the 
shares in the capital stock of the As- 
sociation would be held by the different 
companies represented? A.—Yes, not 
by the individuals, because it was the 
companies that were members. 

Q.—Then the question arose as to 
whether a company would be author- 
ized so to invest its funds? A.—yYes. 

Q.—Do you remember what the capi- 
tal stock was, or have you the charter 
here? A.—No, the capital stock was 
very small, I think it was apportioned 
about $50 to each company. 

Q.—And that was all I suppose that 
would be required for the purpose of 
the Association? A.—TI think so. 

Q.—Who would have the charter 
that issued? A.—I have the charter, 
and I can let you have it. 

Q.—Have you the minutes, or could 
you put your hands on the minutes 
relating to the corporation—what date 
do you say it was? A.—I find there 
is this resolution about it on the Ist 
December, 1900: ‘‘That in the Asso- 
ciation applying for legal incorpora- 
tion the capital stock be fixed at $2,- 
000, in shares of $50 each; that Mr. 
E, T. Malone, K.C., be instructed to 
act in the matter, and that article 1 
of the constitution be amended, so 
that the name of the Associaftion 
shall be The Life Insurance Officers’ 
Association of Canada.’’ Then on Feb- 
ruary 21st, 1901, there is a minute to 
this effect: ‘‘In making a report as 
Secretary I said: ‘That the solicitor 
had found that the Provincial ‘auth- 
orities objected to the last two words 
“fof Canada’”’ in the name. After con- 
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siderable discussion it was moved by 
Mr. Junkin, seconded by Mr. Hilliard 
that this Association apply to the On- 
tario Government for incorporation 
under ‘‘The Canadian Life Insurance 
Officers’ Association,’’ and that the ap- 
plication be accompanied by a request 
signed by the chief officers of each 
association represented in the member- 
ships.’’’ On the 23rd May, 1901, there 
is a minute: ‘‘The Secretary reported 
that the petition and stock books in 


‘connection with the legal incorpora- 


tion of the Association lacked but two 
signatures. These were expected to 
be secured immediately.’’ On the 21st 
November, 1901: “Communication 
from Mr. EH. T. Malone, K.C., refer- 
‘ring to the difficulty connected with 
the organization of the company under 
the letters patent was referred to by 
Mr. J. K. Macdonald, and some of 
the reasons set forth why it would be 
undesirable to proceed therewith. It 
was moved by J. K. Macdonald, sec- 
onded by W. McCabe, ‘that the or- 
ganization of the Association under 
the Ontario Companies’ Act be defer- 
red for the present.’’ That is the con- 
clusion of it. 

Q.—That was no doubt when the 
discussion took place as to the possi- 
ble liability of members of the Asso- 
ciation? A.—Yes. 

Q.—And the impropriety of com- 
panies having capital stock in it? A. 
—Yes. 

Q.—The second point referred to, 
the company taking capital stock, 
would be under the investment power 
of the Act? A.—Yes. 

Q.—You thought it would not come 
within the investment power? A.— 
Yes. 

Q.—I suppose that was not the seri- 
ous point? A.—It might have been 
in the case of a few; it might not be 
regarded as serious, though I remem- 
ber that was brought up. 

Q.—That could have been avoided 
in some way by having the manager 
subscribe and pay it, it would be a 
small amount, that would not be look- 
ed upon as a very serious item for a 
manager to pay himself? A.—No. 

Q.—The serious matter would be the 
liability of members? A.—Yes. 

Q.—Can you say in what respect 
members feared that they might be- 
come liable? A.—It was proposed 
then to embark upon the publication 
of an Insurance Journal, and to em- 
ploy assistants, an editor and so forth. 

Q.—Do you mean the contract lia- 
bility of being the owners of the paper 
or liability for something that might 
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appear in the paper? A.—In both 
respects; it might be in regard to the 
publication, the expenses incurred in 
the publication, it might be a loss, 
and in the second place what might 
appear in the paper might be a sub- 
ject of litigation, or something of that 
kind. 

Q.—As to the carrying on of the 
paper one would think that being in- 
corporated the company would be lia- 
ble for the expense of carrying on the 
paper? A.—Yes, it would be. 

Q.—It would not seem possible that 
the individuals could be saddled with 
much liability there? A.—Not under 
such an Act. 

Q.—That would leave really the 
serious matter I suppose, with the ac- 


tions that persons might take against . 


the Association in respect of -some- 
thing done by the Association? A. 
—Yes. 

Q.—Can you say what class of ac- 
tion might be brought against the As- 
sociation? A.—None was mentioned 
that I recall; it was just the general 
feeling that there might be liability. 

Q.—Some liability might attach and 
they had better drop it; has that sub- 
ject of obtaining some corporate re- 
cognition been discussed since that 
time? A.—It has informally, there is 
no record of discussion in the minutes. 

Q.—You mean to say the members 
have had some informal discussion 
as to the propriety or advisability of 
doing it? A.—Yes. 

Q.—Then how long? A.—Ever since 
the idea of incorporation was first 
mooted. 

Q.—Since this scheme fell through? 
A.—Yes. 

Q.—What is the most recent atti- 
tude of the members towards that sub- 
ject? A.—It has been thought that 
there might be recognition given to 
the Association in the same way that 
recognition is given to the Bankers’ 
Association by the Banking Act. 

Q.—You are referring now to the 
Suen Bankers’ Association? A.— 
res. 

Q.—That is Chapter 93 of the Do- 
minion Statutes of 1900? A.—Yes. 

Q.—‘‘An Act to incorporate the Can- 
adian Bankiers’ Association ;’’ what 
discussion has taken place about that, 
what is the object of the Association 
in endeavoring to obtain that status? 
A.—The companies felt that. if they 
were incorporated in that way that 
they would feel more free to work with 
the Government in connection with 
insurance matters, that it would give 


them a status throughout the country. 


and also give them a status with the 


-of course was intended. 
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Dominion Government and also with 
the Provincial Government in connec- 
tion with desirable legislation in re- 
spect of life insurance, that there 
would be, as it were, a bond of sym- 
pathy between the Government which 
has taken a great deal of interest 
in life insurance through its legisla- 
tion, and the companies; in the same 
way that the Bankers’ Association is 
associated with the Government now 
in the working out of the Bank Act. 

Q.—Would it be mainly to give the 
Association strength in bringing about 
legislation? A.—That would be one 
means, and another object would be 
in connection with the amalgamation 
of life insurance companies, in connec- 
tion with the transfer of life com- 
panies. 

Q.—What do you mean by that, how 
would the incorporation of the Asso- 
ciation have anything to do with that? 
A.—Under the Banking Act you will 
notice that the Bankers’ Association 
is referred to before amalgamations 
or transfers take place, and they are 
chiefly, I think, brought around as the 
result of the members of the Bankers’ 
Association; it would appear that 
amalgamations, transfers and _ re-in- 
surance of companies should be clear- 
ly brought out by legislation and 
through a proper channel rather than 
through private acts or through pri- 
vate arrangements of companies. - 

Q.—You think that they should all 
pass through this simple body? A.— 
I think it would be desirable in the 
interests of sound life insurance. 

Q.—Tell me what danger there is 
in that branch that you anticipate 
could be avoided by having the Asso- 
ciation? A.—It was not thought of 
so much as danger, but it was thought 
if there were proper machinery pro- 
vided the work would be conducted 
better and in probably the better in- 
terests of policyholders, shareholders, 
and in life insurance generally. 

Q.—Is there any other object you 
think that would be attained by hav- 
ing the Association incorporated, or 
given corporate powers? A.—Not at 
this moment. 

Q. —I notice in this Act the Bank- 
ers’ Association is authorized to print 
and publish a journal? A.—Yes, that 


Q.—Would that be intended now for 
the Association? A.—I think it would 
be. 

Q.—You think it would: be of ad- 
vantage to: have a journal for distri- 


‘ bution amongst the insurance people, 


people interested in insurance busi- 
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ness? A.—I think it would be very 
desirable, it would tend to elevate the 
business, disseminate sound principles 
and practices. 

Q.—And have you in that connec- 
tion studied this Act of the Bankers’ 
Association? A.—Not critically. 

Q.—You think something on that 
principle would serve the Insurance 
Association ? ~ A.—I think so. 

Q.—And nothing definite though has 


’ been done in that regard? A.—wNo. 


@.—No action has been mapped out 
to obtain incorporation in that way? 


A.—No. 


Q.—Then article 3 deals with the 
membership in the Association and 
provides: ‘‘It shall consist of the Man- 
agers, Assistant Managers, Secretaries 
and Actuaries of the regular Cana- 
dian and British Life Insurance com- 
panies now members of the Associa- 
tion, and all officers of the same stand- 
ing in Canadian, British or United 
States Companies that may hereafter 
be admitted to the Association by reso- 


- lution at a regular meeting after no- 


tice, the right to vote being limited 
to the officer of each company highest 
in rank who may be present at each 
meeting’’—and this is the amendment 
—“‘Provided that any company already 
represented in the Association, and 
whose office is outside of Ontario and 
Quebec, may, subject to the approval 
of the Association, nominate a suit- 
able person to represent the company 
at any meeting of the Association in 
the absence of the regular head office 
official’? A.—That minute was plac- 
ed there so as to permit of substitute 
officers attending of companies whose 
head offices were some place distant 
irom either Toronto or Montreal, 
ee the meetings have hitherto been 
eld. 

Q.—Authorizing them practically 
to vote by some other official named 
by them? A.—Yes. 

Q.—Have you had many applica- 
tions since the Association was formed 
by companies to become members of 
the Association? A.—Yes, at the pre- 
sent time the membership of the As- 


.sociation comprises 19 companies. 


Q.—The names of those companies 

were given at the end of this pamph- 
let? ~A.—Yes: 
_ Q.—How many of those have joined 
since the Association was formed? A. 
—I would say roughly speaking about 
one-half. 

Q.—And then have any companies 
applied to become members and been 
rejected? A.—Yes, one or two offices 
have sought admission, but their ap- 
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plications were not favorably regard- 
ed. 


Q.—Tell me in a general way what 
matters come up for consideration 
when a company applies to be ad- 
mitted? A.—The financial standing 
of the company. 

Q.—You mean as to its solvency? 
A.—Yes, and the administration of 
the company; those two are the chief 
matters which are considered. 


Q.—When you speak of solvency do 
you admit companies other than those 
that are required to keep up a re- 
serve under the Insurance Act? A.— 
No, only those companies that are 
known as legal reserve companies. 

Q.—Are any of such companies in- 
solvent? A.—No, not insolvent. 

Q.—You say solvency is one of the 
matters that come up? A,—Well, im- 
pairment of capital. 

Q.—If a company’s capital is im- 
paired is it allowed to enter the As- 
sociation? A.—That is not a bar, but 
if it is thought that there is a gen- 
eral decline each year in financial 
strength that there is no headway 
being made in strength its application 
is deferred, not declined but left over. 

Q.—So that you do take into con- 
sideration the repute of the company 
and the method of carrying on busi- 
ness? A.—Yes. : 

Q.—And if you find it seems to be 
going behind you do not allow it to 
enter the Association ? A.—Not at 
that time. 

Q.—Why would you not permit it 
to enter into the Association, would 
not that be an assistance to the com- 
pany in order to establish itself on 
a firm footing later? A.—There 1s 
divided opinion among the members 
in that respect, some think it might 
be desirable to admit all companies 
irrespective, because by doing so they 
would benefit by the discussions that 
take place, and by the transactions of 
the Association, and it might be an 
education for them and a help. Others 
again take the view that the impress 
of the Association on such a company 
would indicate that it had the appro- 
val of the Canadian Life Insurance 
Officers’ Association, in other words 
that it was endorsed by the Associa- 
tion. 

Q.—Is it a matter of pride then, 
or of any feeling of real responsibility 
for the company? A.—It is pretty 
hard to say what it is. The concen- 
sus of opinion however is that it is 
better that such companies should not 
be permitted to join the Association, 
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that has been the view up te date? A. 
—That has been the prevailing view. 

Q.—When you speak about admin- 
istration of the company, what do you 
mean, as to whether or not the com- 
pany will carry out the understanding 
that is arrived at between the mem- 
bers of the Association? A.—No, not 
that exactly; whether it is issuing a 
policy contract which might be re- 
garded as a fair contract, whether it 
is conducting its business in the home 
office and on the field in a way 
which commends itself to the other 
members, and whether its premium 
rates are such as will be sufficient to 
carry out the contract. 

Q.—Whether or not it is cutting 
rates? A.—Yes. 

Q.—Whether it is getting probably 
the older companies’ agents under con- 
ditions that are not thought to be 
quite proper? A.—Yes. 

Q.—And giving too large rebates, 
would that be regarded as an objec- 
tion? A.—Yes, it would be an ob- 
jection. 

@.—According to your statement 
‘though the other day that is rather 
prevalent?  A.—Yes, it is prevalent, 


and 1 judge that tho > not much 
said about “1. at the time a com- 
p2cy applied. for admission. Just 


nt this point, if L riay be permitted 
[ would like to .as in my evidence in 
regard to rebating I had no intention 
whatever to refer to the evidence 
given previously by officers of other 
companies, and that in saying that I 
believed, notwithstanding any evi- 
dence to the contrary, that rebates 
had been given, I would like to be 
placed on record as having made that 
statement without due consideration. 

Q.—Do you expect us to take any 
different view of the general practice? 
A.—I should like to speak only of 
my own company. 

Q.—You want to acknowledge your 
own imperfections? A.—I don’t care 
about acknowledging imperfections, 
but I will speak for my own company. 

Q.—And what you say is you do 
not wish to be taken— A.—In a 
position to speak for others. 

Q.—And discrediting the evidence 
they have givenP A.—yYes. - 

Q.—When'a new company applies 
for membership in the Association, no 
matter what the older companies do, 
rebating is ‘regarded as an impro- 
priety of this new company? <A.— 
No, I have not heard: . 

Q:.—You do not hear that raised 
against a new company, that it is giv- 
ing rebates, and it should not give 
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any rebatesP A.—No, I have not 
heard that. 

Q.—That is a little matter that is 
passed over, that is not raised in the 
Association at any rateP A.—No. 

Q.—Rebating has not been treated 
seriously? A.—It has been treated 
very seriously by the Association. 

Q.—But not so seriously as to re- 
fude admission? . A.—Not on that 
alone. 

Q.—I think we should put in this 
charter, and that is the only docu- 
ment you have regarding the incorpor- 
ation? A.—Yes. 

Q.—No by-laws were ever passed, 
and no organization meeting was held? 
A.—No. 

Q.—The capital stock was not paid 
up and. never allotted? A.—No. 

Q.—After setting out the names of 
the persons who became incorporated 
—I see it incorporated individuals 
rather than companies? A.—Yes. 

Q.—It sets out the purposes and ob- 
jects as follows: ‘To advance the in- 
terests of life insurance companies in 
Canada,’’ etc. (Reads charter, which 
was filed as Exhibit 233.) The let- 
ters patent are dated 22nd July, 
1901? A.—Yes. 

Q.-—Has that question ever arisen 
in the Association whether your As- 
sociation is one that is in restraint of 
trade? A.—No. 

Q.—You never discussed that? A. 
—No. 

Q.—Do you know how it got into the 
charter ? A.—No, I should judge 
that is a general term. 

Q.—It is a saving clause inserted by 

the Department? A.—I suppose it 
ig, 
_ Q.—So that the Department would 
not be deemed to be authorizing you 
to do anything that would be in re- 
straint of trade? A.—Yes. 

Q.—But that subject has never been 
discussed? A.—No. 

Q.—Honorary raeinbersninie is tpro- 
vided for and the officers set out. The 
officers shall be a President, First and 
Second - Vice-Presidents, Secretary- 
Treasurer, Assistant Secretary, and 
two Auditors who shall hold office for 
one year or until their successors are 
appointed. The Secretary-Treasurer 
and Assistant Secretary’s duties are 
covered by article 8 (reads). There 
is an annual subscription fee of $25. 
I see the fees are on page, 10, article 
2 (reads); are those all the funds that 
the Association received? A.—Yes. 
<aeet oNe membership fees? A.— 

es ; 


aed 
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Q.—There is no service rendered or 
paper published, or anything done by 


the Association that brings in any 


return from persons other than the 


annual subscription from members? A. : 


— 


Q.—Of what nature are the expen- 
ditures of the (Association ?: is 
Printing the Minutes, constitute the 
important item of expenditure the 
travelling expenses in connection with 
legislation or in the interests of other 
matters that’ required attention at 
other points than Toronto. For ex- 
ample, it was found necessary to make 
a representation to the Nova Scotian 
Legislature some time ago in connec- 
tion with an objectionable clause in 
the Insurance Act of that Province, 
and an Official of the Association had 
to proceed there and his expenses were 
paid. And when a solicitor is em- 
ployed his ‘expenses, of course, are 
always paid. by the Association. 
Q.—Then the Assistant Secretary 
in conjunction with the Secretary- 
Treasurer will notify all members of 
the meetings. How often are the 
meetings held? A.—Regular meet- 


ings are held once a quarter. In 
February, May, September and No- 
vember. Sometimes special meetings 


are held at intervening periods. That 
is provided for by Art. 10. 

Q.—Special meetings, I suppose, 
would be called where action was re- 
quired at onceP A.—Yes. 

Q.—There is an Executive Commit- 
tee composed of the Vice-President, thie 
Secretary-Treasurer, Assistant Secre- 
tary and the Past Presidents of the 
Association for the preceding years, 
and the auditors. Then there is 
power to amend the constitution or 
by-laws by notice and the changes 
must be specified. Are those all the 
by-laws? A.—Those are all. 

Q.—Is there no provision amongst 
the members that they will all abide by 
the decision of the majority? A.— 
No, there is an Article on page 9 
which states that no resolution or re- 
commendation of the Association shall 
be held as binding on any company un- 
til approved by .its Board of Directors, 
but after such approval the same shall 
be acted upon until.rescinded by the 
Association or until the sanction of 
the Board of Directors is withdrawn 
and such withdrawal shall have been 
intimated to the Association in writ- 
ing. 

0.—That means that a resolution to 
be binding on any company must be 
approved by its own Board of Direc- 
tors? A.—Yes. 
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Q.—And that it is binding so long as 
they have not given any notice that 
they will not be bound by it? <A.— 
Yes. 

Q.—What sort of action is it that 
you regard as binding the Company? 
A.—There are very few matters that 
have come up. _ I do not think that 
any matter has come up yet in réspect 
of which the companies fee] bound to 
adhere to it. 

Q.—Has the sanction of the board 
of directors of any company ever been 
obtained to anything that the Asso- 
ciation has done? A.—I cannot 
speak of the case. 

Q.—In your position as secretary 
have you received notice from any 
company that its board of directors 
has approved of some action that the 
Association has taken? A.—I don’t 
know that I have. I am not sure. 
I may have. The resolutions and 
matters taken up by the Association 
are generally treated with apart from 
the board of directors of the compan- 
ies. If anything is concluded at a 
meeting it is presumed that the mem- 
bers of the Association and their com- 
panies will recognize that resolution, 
and we have not required as an As- 
sociation the strict carrying out of 
this article. 

Q.—That is you have reversed the 
position; unless the company repud- 
iates it you assume that the company 
intends to be bound? A.—Yes. 

Q.—But strictly under the resolu- 
tion the companies, directors might 
first, approve and then the companies 
are bound until notice is given? A. 
—Yes. 

Q.—If any notice has been given 
would it appear in the minutes? A. 
—I think so. Almost sure to, because 
it would be brought up in the meet- 
ings of the Association. 

Q.—Are there any minutes outside 
of these? A.—These are the entire 
minutes of the Association. 

Q.—Are there any records of action 
taken outside of the minutes? A.— 
No. 

Q.—Suppose a company is bound 
by a resolution and does not observe 
the act of the Association, what means 
have you of enforcing "it? -A.—No 
means at all. 

Q.—Is there any agreement be- 
tween members of the companies with 
regard to that, outside what is shown 
by the resolution ? A.—No, none 
whatever. 

Q.—There is no penalty? A.—No 
penalty. 
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Q.—Is there any money deposited 
with any person by the companies 
that they will. observe the rules? A. 
—No. 

Q.—Has that ever been attempted 
to be done? A.—No, not to my know- 
ledge. I {think that in connection 
with a rebate agreement—but that 
was before my time—that something 
of that kind was attempted. I am 
not very sure about that, though. 

Q.—You are referring now to what 
I found in the minutes regarding an 
attempt at putting down rebating? 
A.—Yes. 

Q.—And that was being done by an 
agreement which was to be signed by 
the companies? A.—Yes. 

Q.—And under that agreement you 
understand that some penalty was pro- 
vided for? A.—Yes. 

Q.—Although that was before your 
time and you don’t know just the 
nature of it? A.—No, I don’t. 

Q.—Was the agreement ever con- 
cluded that you know of? A.—Not to 
my knowledge. 

Q.—We will come to that later, but 
for the present I would like to know 
whether you can direct me as to where 
,I can get that agreement or a copy 
of it or the draft of it? A.—I have 
never seen the agreement and I think 
the only person who would know about 
it would be the former Secretary My. 
Henry Sutherland. : 

Q.—It was prepared in his time? 
A.—I believe so. 

Q.—Do you understand that ‘it was 
ever signed by any of the company? 
A.—Not to my knowledge. 

Q.—It was prepared and_ then 
dropped without being executed at 
all? A.—I believe that to be the case. 

Q.—Then so far as the Association 
is concerned there seems to be noth- 
ing. Is there any application for 
membership put in in writing? A.— 
A letter generally is sent to the Asso- 
ciation intimating that such and such 
a company would like to become a 
member of the Association. 

Q.—There is nothing incorporated 
in that application in the way of an 
undertaking to stand by what the 
Association does? A.—No, none what- 
ever. 

Q.—Is a company free to resign at 
any time it wants to? A.—We have 
had one case, and there was no objec- 
tion made to the company resigning. 

Q.—No objection has ever been 
made? A.—No. I don’t see any- 
thing in the laws regarding the pass- 
ing out of a company. 

Q.—You spoke of a desire on the 
part of the companies to become in- 
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corporated or get some official stand- 
ing with respect to different matters 
that it wants to advance? Is one of 
those matters the exchanging of infor- 
mation between companies with re- 
gard to rejected applicants for insur- 
ance? A.—That has not been con- 
sidered as one of the objects of the 
organization, but it might be one 
that might be included. 

Q.—Does the Association now take 
any part in such work as that? A.— 
The companies, members of the Asso- 
ciation, report al] their rejected lives 
to a bureau and that bureau furnishes 
to each company information concern- 
ing the lives rejected. 

Q.—I see that on November 24th, 
1894, at the second meeting, I think, 
of the Association, or during the first 
year at any rate,— That was the 
meeting at which the Constitution and 
By-laws were adopted? A.—Yes. 

Q.—This statement appears in the 
minutes :—‘‘The Secretary stated that 
he had been asked to favour the ad- 
mission of an assessment company to 
the benefit of the Bureau on rejec- 
tions and had promised to bring the 
matter up at a meeting of the Man- 
agers. The question of admitting the 
society was also deferred for consid- 
eration at next meeting?’ Q.—Now 
at that time assessment companies 
were not members? A.—No and they 
have not been members since. 

Q.—Has any exception been made 
to that? A.—No. 

Q.—I thought that the Home Life, 
while it was an assessment company 
was admitted as a member? A.—It 
has never been a member of the Asso- 
ciation. 

Q.—Was it admitted to this Bureau 
of rejection? A.—Admitted to the 
bureau, yes. 

.—The Association saw no objec- 
tion to the Home Life securing the 
benefit of the information concerning 
rejected lives. 

Q.—Then on November 24th, 1894, 
when this minute appears, the bur- 
eau regarding rejections was then in 
existence? A.—In existence, yes. 

Q.—Tell me the nature of the bureau 
at that time? A.—It is the Library 
Bureau of Boston. All the life com- 
panies in the United States and the 
life companies in Canada send to that 
bureau on appropriate cards parti- 
culars of lives found to be ineligible 
for insurance, and that bureau re- 
prints the information on the cards, 
and furnishes each company with a 
copy of that card. 
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Q.—Then that is an Association 
again in which companies are mem- 
bers and not individuals? A.—No, 
it is not an association, it is a regular 
business concern. 

Q.—Run for a profit? ear pre- 
sume so. The company simply pays 
so much to it for the information, 
the printing and distribution of the 
information. 


Q.—But the company besides pay- 
ing the money to the Library Bureau, 
must agree to give this information 
regarding its own rejections? A.— 
Yes, before it receives the others. It 
is a central body. 


Q.—A central point to which any 
company that gets any benefit from 
the Bureau gives this corresponding 
information? A.—Yes. 


Q.—And that is sent to Boston how 
often? every month? A.—Every two 
or three days we receive a batch of 
cards.. It may be every day. 

Q.—Every two or three days you 
receive information as to persons re- 
jected by other companies? A.—Yes. 

Q.—I suppose you could let us have 
a specimen of the form letters used 
and the information given? A.—Yes, 
I would have to send for them. 

Q.—Then within what time must 
you send information of a rejected 
applicant for insurance? A.—Im- 
mediately that the applicant is re- 
jected. 

Q.—Is that done constantly? A.— 
Yes. 

Q.—The same day or next day? 
A.—It just depends on the office work: 

Q.—But there is no special time 
within which you must do it? A.— 
No. I might say that the system has 
somewhat changed of late years. In- 
stead of reporting the lives rejected 
the report of which is made now is 
of defects in the life, whether the 
life is accepted or rejected. By that 
means it was thought that a company 
receiving the information would be 
more unprejudiced in the review of 
its own papers, because the action of 
the company furnishing the informa- 
tion is not given. 

Q.—Can, you tell me when that 
change took place? A.—Speaking 
from memory, I should think that 
would be four or five years ago. 

Q.—Is that the only time that any 
special change has taken place in 
the method of carrying on that Lib- 
rary Bureau? A.—So far as I can 
remember. 

Q.—Would there be anything in the 
minutes to show the time the change 
took place? A.—No, it was regarded 
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as simply a modification of the sys- 
tem. 

Q.—Before that change was made, 
if I applied to your company for in- 
surance and was refused, the moment 
that happened my name would be 
sent to the Library Bureau of Boston 
as a ‘person who sought insuraince 
and was rejected? A.—I won’t say 
a moment, but shortly afterwards. 


Q.—And that is all the information 
that would be given, or would the 
reason for the rejection appear? A, 
—No, the reason for the rejection 
would not be given, but the company 
rejecting would be written to by the 
principal company, to seek the in- 
formation. 


Q.—Having sent that information 
on to Boston, at the Boston office a 
list is made up of all similar informa- 
tion received that day and my name 
is then put in he schedule with 
others? A.—Each one is put on a 
card, a separate card for each name. 

Q.—Then you keep that in a filing 
index? A.—Yes, if an application 
comes in, the first thing a life office 
does is to refer to that card system. 

Q.—My name is put on a card and 
is the name of the company refusing 
put on the card? A.—The companies 
go by numbers and the number is 
given. 

Q.—No. 6, we will say, is the Im- 
perial, then 6 would be put Pe 
my name. 

Q.—Then any other information ‘on 
the card? A.—yYes, address, date of 
birth and Joccupation.,The ‘datid of 
birth is especially important because 
there are frequently persons of the 
same name. 

Q.—And that gives the birth, occu- 
pation and residence? A.—Yes. 

Q.—That is for identification only? 
A.—Identification, yes. 

Q.—There is nothing on that yet 
that shows whether I am refused for 
a slight or a substantial reason? A. 
—No. 

Q.—Then when the company gets 
that information about me, the card is 
put in their card index? A.—Yes. 

Q.—Then if I go to apply to some 
other company for insurance later, 
my name is turned up in the index 
and I am found there among the re- 
jected from the Imperial? A.—Yes. 

Q.—Then the manager writes to the 
Imperial ? A.—yYes, and seeks the 
information, the reason why we acted 
unfavorably upon your application. 

Q.—He asks you why you refused 
the application on my life? Are you 
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bound to give him the information? 
A.—No. 

Q.—lIs there anything in your con- 
tract with the Library Bureau that 
calls upon you to give information 
to other companies? A.—No, I don’t 
think there is any contract between 
the Library Bureau and the com- 
panies. 

Q.—Surely there must be a contract 
that you will supply information 
about every rejected person? A.— 
No, not that I know of, but no com- 
pany that I know of has refused, be- 
cause if it did, it could not expect 
to get information from that com- 
pany in return. 

Q.—I don’t know. There are pro- 
bably not in the insurance business, 
but in other walks of life, there are 
people who try to get all they can, 
and in return give as little as they 
can. That, however, does not apply 
in this case, you think. You think 
the company has no object in refus- 
ing to give the information? A.—No, 
I don’t see any object in refusing. 

Q.—Take it this way, don’t you 
often have persons applying for in- 
surance who probably are doubtful 
themselves whether they will be ac- 
cepted or rejected and do not care to 
make an application if there is a 
chance of being rejected? A.—I pre- 
sume there are such. 

Q.—Persons who doubt whether 
they can get insurance, put it that 
way? A.—Yes, 

Q.—There are lots of such people? 
A.—Yes. 

Q.—And are there not many, of 
these people who do not want to make 
an application if it is known that 
they will be refused and sent on with 
the other information about persons 
who are not fit for insurance? A.— 
Yes, I have come across such. 

Q.—Then do .agents not, in such 
cases, sometimes withdraw the appli- 
cation ? A.—I think the company 
feel under obligation to report every 
case that is presented to them. 

Q.—Then put it this way, do not 
agents sometimes get the applicant 
examined before he has made any 
application, to see whether he will 
pass or notP A —Yes;' I think “in 
some cases that is correct. 

Q.—Then the man feels perfectly 
safe that his name has not gone for- 
ward, does he not, because he has 
never made an application? A.— 
Yes. 

Q.—Do the companies still send his 
name on if they find out about that? 
A.—If they know his name. 
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Q.—Whether he has signed an ap- 
plication or not? A.—I would think 
so. 

Q.—So that no matter what precau- 
tion the man takes to prevent his 
name being sent forward, it is sent 
forward if he is found out? A.—I 
cannot speak for every company, but 
I think that is generally the case. 

Q.—The idea of the insurance com- 
panies, rightly or wrongly, is to make 
that as complete a bureau of informa- 
tion on that subject as it is possible 
to make it? , A.—Yes, and I think 
they have succeeded in doing that 
pretty well. 

Q.—So where the agent of the insur- 
ance company appears to be standing 
in with the applicant to prevent his 
name being sent forward, if he is re- 
jected, he is rather leading him a 
bit?. “A— think: so. 

Q.—Because the information is sent 
on. What is the practice of insur- 
ance companies as you have = ascer- 
tained it with respect to giving in- 
formation when applied to for parti- 
cular facts as to rejection? A.—The 
information is always given. I can- 
not recall that information was ever 
withheld. . 

Q.—And the report that the doctor 
made regarding the applicant is given 
to the other company freely or a copy 
of it? A.—No, not a copy but the 
unfavorable features of the case. 

Q.—Then does that have the effect 
of preventing a man getting insur- 
ance when he might otherwise get it? 
A.—It has/the effect of bringing to 
light conditions which he did ngt dis- 
close in his ‘application to the com- 
pany which he is now applying for. 

Q.—You require the applicant in his 
application for insurance to state all 
the facts truly? A.—yYes. 

‘Q.—And, I suppose, you have the 
usual clause that if there is any mis- 
leading statement in the application, 
or any untrue statement, that the pol- 
icy will be void? A.—Yes. 

Q.—And if (he makes an untrue 
statement that does void the policy? 
A.—If it is material, as provided by 
the Ontario Insurance Act. 

Q.—Legislation has required that? 

.— Yes. 

Q.—Then you know, do you not, or 
the company knows very often that 
the applicant is making an untrue 
statement ? A.—When they receive 
this additional information. 

Q.—So that they know that the ap- 
plicant sometimes is making an un- 
true statement by reason of in- 
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formation received from another com- 
panyP A.—Yes. 

Q.—And do they not sometimes then 
go on and insure him, notwithstand- 
ing that they know that his applica- 
tion and policy taken together may 
not be of anv use to him if there is a 
material misleading statement? A. 
—wNever. 

Q.—They never take it? A.—No: 

Q.—Never heard of such a case? A. 
—No, never heard of it. The com- 
panies do not invite litigation nor do 
they invite poor risks. 

Q.—But if they can take insurance 
with heads I win tails you lose, would- 
n’t they do that, sometimes? A.— 
No, I don’t think so. I think the 
taking on of insurance by a regular 
life insurance company is made almost 
a science. That is the selection of 
risks is, I think, almost a science. I 
am speaking of companies generally. 
-_ Q.—Yes, I am not talking about the 
Imperial now. Supposing it is found 
that a man has made an untrue state- 
ment in an application. The com- 
pany may still insure him? A.— 
They would investigate thoroughly be- 
fore they would decide one way or the 
other. 


. Q.—Let us assume that they inves- 
tigate and come to the conclusion that 
it is all right to take the risk; then 
they take the risk and do you know 
whether it is the practice of insurance 
companies to see that the application 


is corrected so that the true informa- . 


tion is then put in the application? 
A.—No, I don’t know .that that is 
done, but if they find that there has 
been information given to them which 
is not correct, which they believe not 
to be correct, they will find out for 
themselves whether it is or is not cor- 
rect, and after having found that out 
they will either accept or reject. And 
having once accepted I don’t think 
that any company will take advantage 
of a mis-statement made by the ap- 
plicant at the time he applied. | 
Q.—You think that no  com- 
pany would take any objectton to the 
payment. of a policy merely. because 
there was a. misleading statement 
made in the application, so long as 
they knew that it was mis-leading at 
the time they issued the policy? A. 
—No, I am quite sure no Canadian 
company would take advantage of such 
a situation. In fact, I may say, as 
I referred a dav or two ago, that liti- 
gation in life insurance is infinitesi- 
mal and I. think, if anything, it may 
be said that the Canadian companies, 
and in that I may include the Bri- 
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tish jand American companies here, 
have been more than generous in their 
treatment of policyholders upon a 
claim being made. ed 

Q.—I suppose it is looked upon as 
A.—Yes, and they 
vie with one another to pay the claim 
promptly. 

Q.—That is advertising? A.—It 
is good business. 

Q.—It would be a great injury to a 
company after receiving premiums, 
for many years, to contest the policy 
on trivial objections? A.—It is never 


done. 
Q.—Don’t say it is never done? A. 
—On trivial objections, you said. I 


have never heard of it being done. 

Q.—I think probably it is done in 
some cases, though? A think 
there will be a distinction. You must 
distinguish between the regular life 
insurance companies and other than 
regular life insurance companies. 

Q.—Must you distinguish between 
members of the Association and other 
companies? A.—No, I won’t say 
that. I say, other than the regular 
life insurance companies. 

Q.—Regular reserve life insurance 
companies? A.—Yes. It is notor- 
ious that some companies other than 
regular life insurance companies, con- 


‘test claims? 


Q.—Do you mean assessment com- 
panies? A.—There are two or three 
assessment companies that are known 
to have contested claims. I do not 
refer to them as a class. 

Q.—Now, on February 16th, 1895, 
I see this memo. in the Minute Book. 
“The letter of Mr. C. C. Hine referred 
to in the minutes of last meeting was 
again discussed and a number of the 
members of the Association were able 
to speak very favourably of his method 
of reporting rejections.”” . Do you 
know what his method was? A.— 
No, I cannot recall what it was. I 
don’t know that I ever knew, but no 
action was taken in regard to the 


method that he proposed. 


Q.—Nothing was done about it? A. 


iene NIG): 


 Q.—The Secretary was requested to 
write Mr. Hine informing him that 
the Association recommends the sever- 
al companies to subscribe for his work, 
providing it is made to embrace re- 
ports from the leading fraternal and 
co-operative societies operating in 
Canada.”’ Does that bring anything 
to your mind about it?. A.—No. I 
presume it was a system of procuring 
information in regard to rejected lives 
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by fraternal and assessment associa- 
tions. 

Q.—Are fraternal and assessment as- 
sociations members of this Library 
Bureau? <A.—No. 

Q.—So it was probably a larger idea 
to bring in those assessment and fra- 
ternal companies? A.—Yes, a second 
arrangement, not to disturb the Li- 
brary Bureau, but in addition to it. 

Q.—Is that something that you 
would think beneficial from au insur- 
ance standpoint? A.—Well, I judge 
that all the informatian the compan- 
ies can receive in regard to rejected 
lives would be valuable. 

Q.—Then I see, ‘‘The question was 
raised at the last meeting with re- 
gard to the Home Life Association 
and that was considered and the Sec- 
retary instructed to write to that so- 
ciety stating that this Association will 
not object to its admission to the bene- 
fits of the Library Bureau.’’ Is Mr. 
Hine compiling a book of information 
of that kind now? A.—Not to my 
knowledge. He is the editor of the 
“Insurance Monitor’? of New York. 

Q.—Then the Home Life was ad- 
mitted on .that date? A.—To the 
Library Bureau, not to the Associa- 
tion, though. 

Q.—Was that against the rule that 
they should get the information? 
—The arrangement was that only the 
companies recommended by the Asso- 
ciation should receive the information 
from the Library Bureau. 

Q.—Can you tell me when that ar- 


rangement was made or where there ° 


is any evidence of the terms of the 
arrangement? A.—No, I cannot. It 
has been, I think, in existence since 
the Association was formed. 

Q.—Before the Association was 
formed were Canadian companies in- 
terested in the Library Bureau and 
did they receive information from it? 
A.—yYes, I think so. 

Q.—Then, after the Association was 
formed, there must have been some 
new arrangement made? A.-—Yes, I 
think that the Association or the Li- 
brary Bureau, I don’t: know which, 
suggested that all companies that were 
to benefit by the information of the 
Library Bureau, should be recom- 
mended by the Association. I don’t 
know whether there is any memoran- 
dum of that on the records or not. 

Q.—I have not been able to find 
any? A.—That was the understand- 
ing and is the understanding now. 

Q.—So that all companies that get 
the information, that is all Canadian 
companies, must be members of this 
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the Association. 

Q.—Then this form that you have 
handed me. (Exhibit 234), is the form 
used by the company sending informa- 
tion to the Library Bureau? <A.— 
Yes. 

Q.—A different form would be used 
where the Library Bureau sends infor- 
mation to the company? A.—The in- 
formation received from the Library 
Bureau comes in this form. This is 
a package received this morning by 
our company and it has just been open- 
ed. It contains these cards. 

_ Q.—This form where you give the 
information is headed this way, ‘‘Com- 
pany Number.’’ You put your num- 
ber thereP A.—Yes. 

_ Q.—“No. of Report,’”? you keep them 
in consecutive order? A.—Yes. 

Q.—‘‘Date of impairment??? A.— 
That would he the date of advice to 
the Library Bureau. , 

Q.—The first column is the name of 
applicant, surname first. Next col- 
umn, occupation. Next, birth place. 
Next, date of birth. Then, reference 
Number. Do you keep those in re- 
gular order? A.—As explained, the 
system now is not to intimate whether 
the life is declined; not to intimate 
that the life has been rejected, but to 
indicate the defects-found in the life. 
There is a code book for that and the 
number signifying the character of the 
defect would be inserted under refer- 
ence number. 

Q.—You would turn up the code 
book and find out what the man has, 
whether No. 673 or No. 6742 A.— 
Yes, whether two members of his fam- 
ily had died of consumption, whether 
he has heart disase or whatever might 
be the case. 

Q.—Then the next column is headed 
‘‘Code symbol.’’ That is the name 
this man will travel under hereafter ? 
A.—Yes, 

Q.—So that there is nothing that 
comes to your office on your form that 
indicates the real name of the man, 1s 
there? A.—Yes. 

Q.—I mean when you get the in- 
formation don’t you get the code sym- 
bol ? A.—No, the code symbol has 
also reference to the defect. 

ee to the man’s name? A. 
—No. 

Q.—I thought you used a substitute 
for the man’s name? A.—No, we use 
his own name. 

Q.—So the real name of the appli- 
se is sent to every company? A. 
— Yes. 
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Q.—I understand that this form is 
the form now in use? A.—Yes. if 

Q.—And it is much more complete 
than it was before? A.—Yes. 

Q.—In tkat this does not say that 
he is rejected, it is a list of rejected 
applications? A.—No, of defects 
found in the life. 

Q.—Supposing you found no de- 
fects? A.—He would not be reported. 

Q.—If there is nothing recorded 
against the man he would not be found 
in the Bureau? A.—Yes, if there is 
no defect found in the man he would 
not be reported to the Library Bureau. 

Q.—The former report would be on- 
ly a list of the rejected? A.—yYes. 

Q.—Giving the date of birth, I sup- 
pose. Then the information you get 
is only a small card, cut to uniform 
size and prepared to insert in your 
cabinet? A.—Yes. 

Q.—And these cabinets are supplied 
by the Library Bureau ready for you 
to use the system? A.—Some are 
supplied by that concern. 

Q.—Then the name is given at the 
top, say ‘‘Smith, John.’’ That is 
the surname first so that you can file 
it away and hunt for him under the 
Smiths? A.—Yes. 

Q.—And then his occupation, clerk, 
and the date of his birth, where he was 
born; then there is a number here, 
59, what would that be? A.—That 
would be the Company reporting. 

Q.—Then the date of the report is 
the next item? A.—Yes. 

Q.—Then ‘8931’ is the complaint 
the man hasP <A.—Yes. 

Q.—I find one here ‘“‘substitute 
card,’’ what does that mean? A.—A 
card has been previously sent for that 
life, and it has to be discarded and 
that .card substituted. It may be 
that the information sent previously 
was incorrect or that additional infor- 
mation has been received. 


Q.—At any rate you take out the 
old card and put in a new and make 


a complete change of rating for him? 
A.—Yes. 


. Q.—Then here is ‘‘Corrected card.’’ 
That would be for some error I sup- 
pose? A.—Yes. 

Q.—Do companies ever divulge to 
the applicant that they get this in- 
formation about him, or is an attempt 
made to keep that as confidential 
as possible? A.—The idea is to treat 
it as confidential information. 

Q.—It is understood among insur- 
ance people that applicants for in- 
surance will not be told of this by 
the agent or any official of the com- 
pany? A.—Yes. 
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Q.—Then on May 29th, 1897, ‘‘a 
letter from the Library Bureau was 
read with reference to admitting the 
Merchants Life to its benefits.’’ What 
was the Merchants Life? An old 
line or an assessment company? A. 
—I cannot say. It is a company 
that has gone out of existence. I 
am inclined to think it was an assess- 
ment company. 

‘It wis moved by Mr. Junkin, 
seconded by Mr. Marshall, that the 
request be not granted, on the ground 
that it is not a regular company. 
Carried.’’ That shows that the Lib- 
rary Bureau wanted to deal with this 
Merchants Insurance Company and 
exchange information with itP A.— 
The Merchants Insurance Company 
would write to the Library Bureau 
and ask for this anformaiion, jthe 
Library Bureau would write to the 
Association and ask for its advice. 

Q.—Ask for permission, practical- 
ly? A.—Yes. 

Q.—That is, it could not give the 
information under the arrangement 
it had entered into without the per- 
mission of the Association? A.—No. 

Q.—But there was no penalty on 
them if they did, no agreement to 
put a penalty on them if they did 
that? A.—No. 

Q.—It was just a term of the con- 
tinuance of your patronage, so to 
speak? A.—yYes, and the understand- 
ing was that only regular life insur- 
ance companies would be in associa- 
tion in the Bureau. 

Q.—Now, why not let the company 
have that information? I am not 
saying let it into your Association, 
but what reason would there be for 
refusing that company the informa- 
tion you were getting, and obtain the 
information you desired? A. or 
the reason that the Library Bureau 
is a bureau of information from re- 
gular life insurance companies. 4 

Q.—The Home Life got in when it 
was assessment? A.—Was it an 
assessment then? 

Q.—I think so. ’95, and it was an 
assessment up to ’99? A.—That was 
my understanding, that only regular 
life insurance companies were to be 
admitted to the benefits of the Bur- 
eau, and I think that was the reason 
why the Merchants Life was not ad- 
mitted. 

Q.—Why not admit them? A.—I 
think it was not because the Associa- 
tion would not. but simply because 
we understood that the Library Bur- 
eau information was only to come 
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from the regular life insurance com- 
panies.. It would mix up the plan 
that had been agreed upon by the 
Library Bureau and the regular life 
companies. 


- Q.—I think the resolution I read 
regarding the Home Life said it was 
an assessment company and there can- 
not be any doubt about it, because 
that was in 795? A.—The Home Life 
may have had at that time expecta- 
tions of changing. I cannot speak, 
definitely on that point because I was 
not there and do not know. 


Q.—There is:no reason why an ex- 
ception. should not be made, I sup- 
pose? A.—No, there could not have 
been an exception made, I’ think. 
There should be no. exception made. 


Q.—Can you tell me any reason for 
that distinction ? Is it because of 
rivalry? Because the old line com- 
panies will not treat assessment com- 
panies as real insurance companies? 
A.—No, I don’t think that is the 
reason. The original arrangemeént by 
the American life insurance compan- 
ies with the Library Bureau—which 
arrangement. was entered into some 
time previous to the Canadian com- 
panies entering into the arrangement 
was that the information should only 
come from the regular line compan- 
ies of the United States and that 
same idea was carried out in Canada, 
that only the regular line companies 
should contribute and receive infor- 
mation from this Bureau. 


Q.—Is it because you did not want 
to give the benefit to the other com- 
panies or because you thought their 
information would not be given to 
you or would not be of any use to 
youP A. I cannot give the reason. 

Q.—Was it because of anything dif- 
ferent in the method of medical ex- 
amination? A.—It may be that the 
assessment and fraternal societies 
would not, agree to come into the ar- 
rangement, to make the same ar- 
rangement with the Library Bureau. 
I cannot tell the reason. 

Q.—Is the Independent Order of 
Foresters a member of this Associa- 
tion nowP A.—WNo. 

Q.—And never has been? AS 
Never has been. 

Q.—Is this the resolution that you 
refer to, Mr. Bradshaw, regarding 
the change in the system? On No- 
vember 19th, 1902, there is a resolu- 
tion on the 3rd page of the minutes 
of that meeting. That shows the 
time that that was discussed ‘and 
that would be soon after the change 
was madeP A.—yYes.. ‘ 
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Q.—And there has been no change 
in that since? A.—No, none. 

Q.—I suppose it is known that ex- 
change of information by the com- 
panies would be resented by the ap- 
plicants for insurance? A.—I don’t 
think that they know that this ex- 
change is going on. 

Q.—They probably would resent } 
if they did? <A. I cannot say what 
attitude they would assume towards 
it. 

Q.—Has any action beet taken by 
any individuals regarding the giving 
of information, that you know of P 
A.—No. 

Q.—There have never been any suits 
brought or threatened? A.—No.' 

Q.—By reason, we will say, of a 
company refusing to insure an applic- 
ant because of some incorrect in- 
formation received from some other 
company or the Library Bureau? A. 
No, I have never heard of such. 

Q.—I suppose mistakes must be 
made, we saw cards to-day where some 
were corrected? A.—Mistakes in in- 
formation given? 

Q.—YesP  «A.—Oh, yes, that will 
take place occasionally. 

Q.—And might, probably, cause the 
rejection of some person who would 
not of{sherwise be jrejected P A 
Well, I have never heard of such a 
case as that. 

Q.—Do you know whether it is the 
practice of the company to uniformly 
apply to the rejecting company for 
information before going so far as to 
reject the applicant himself? A.— 
I think it is very generally done. 

Q.—Notwithstanding, I suppose, the 
fact, that the company would not 
under all the circumstances be will- 
ing that the company should know 
that it was proposing to insure? A. 
— Yes; 

Q.—The desire to get the informa- 
tion more than off-sets the desire to 
keep its own business private as to 
insuring that applicant? A.—Yes, 
I think that is right. 

Q.—There was some general resolu- 
tion, I think, against admitting as- 
sessment societies, was there not? Do 
you remember it? A.—No, I cannot 
recall it. 

Q.—Has the tendency been to keep 
out the small companies or do you 
think there has always been some hon- 
est objection to the company? A.— 
In the admission ‘to the Library Bur- 
eau? 

Q.—Yes?P A.—No, I think that 
whenever a company has applied for 
the benefits of the Library Bureau, it 
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has been freely accorded to that com- 
pany. . 

Q.—If the system is proper it should 
be made as complete as possible, should 
it not? A.—That is my opinion. 

Q.—Then would you agree that it 
would be better to have all compan- 
ies contribute? A.—AIl the regular 
life companies. 

Q.—And assessment, too? A.—I 
think it might be desirable to have 
that done under a separate system. 


Q.—Why under a separate system? 
A.—The great number of companies 
that would be reported might be 
troublesome under one system. The 
business of the regular life companies 
is very large, and the business of the 
assessment companies is quite large. 

Q.—You think it would be sufficient 
to have two systems at work? <A.— 
Yes, I think it would be desirable. 

Q.—Another subject that you inti- 
mated the Association can, with advan- 
tage, concern itself in, is the subject 
of legislation by different Provinces? 
A.—Yes. z, 

Q.—And the Association, I gather 
from what you have said, has con- 
cerned itself with legislation in some 
of the provinces besides Dominion leg- 
islation? A.—Yes, in several of the 
Provinces. 

Q.—Can you tell me what particular 
legislation of the Provinces it has 
taken any active interest inP A.— 
In the Revenue Act of the Province 
of Ontario. | 

ps pa is the Assessment Act? A. 
—Yes. 


Q.—Any others? A.—In the As- 
sessment Act. of British Columbia and 
the, I don’t know whether it is called 
the Assessment or Revenue Act, of the 
Province of Quebec. 

Q.—I think you spoke of some other 
Act in Nova Scotia? A.—Not in 
that connection. 

Q.—What was the Nova Scotia Act? 
A.—It was in connection with a clause 
they had about the policy being in- 
contestable, I think from the date of 
issue, or something of that kind. No, 
I think it had reference to the age 
of the assured and there was an ob- 
jectionable clause in that Act with re- 
ference to the age of the assured. 

Q.—What was the nature of the ob- 
jection to it? A.—I think this was 
it, that if the company took no objec- 
tion to the age given by the applicant, 
after a period of two years from the 
date of the issue of the policy that it 
would be assumed that the age given 
by the applicant was the correct age. 
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Q.—That is assumed absolutely and 
not capable of being controverted? A. 
—Yes. ; 

Q.—Or that it could be contro- 
verted? A.—It could not be contro- 
verted. It would be assumed that 
that was the true age of the assured. 
That you can see, in a moment, would 
lead to fraud on the part of appli- 
cants. A man who might be fifty 
years of age would take chances by re- 
presenting himself as say 40 years of 
age and secure a life policy at the 
younger age in the expectation that 
he would survive the two years and 
that the error would not be discovered 
in the two years. That would be not 
only fraud, but also greatly to the de- 
triment of the other policyholders. He 
would be getting his insurance aj a 
much less rate than the other policy- 
holders in the company of the same 
true age. 

Q.—Is there not a great laxness in 
the companies in getting that ques- 
tion of age settled, once and for all 
when the application is put in for a 
policy P A.—I would not say lax- 
ness, but I think there has_ been 
greater energy displayed by the com- 
pany lately in securing proof of age 
of the applicant. At the time of 
making application for insurance in 
most instances it is impossible to fur- 
nish satisfactory proof of age. 

JUDGE MacTAVISH: Is it easier 
for the widow after the death of the 
insured P A.—No, but at the time 
of the man’s application the relative 
who would be able to give proof of 
age is not present. It may be that 


‘the evidence to be given would be 


from the family Bible and that may be 
in the hands of a relative and not in 
the city or town. It may be that the 
evidence to be furnished is that of a 
birth record and the man is not in the 
place where he was born. 

Q.--The closing of the contract of 
insurance is looked upon as a matter 
of urgency and time cannot be wasted 
in looking up these records? <A.— 
Sometimes a man desires to effect a 
policy of life insurance very hurriedly. 

MR. TILLEY: Nothing like taking 
him when he is in the humour, any 
way? A.—We always endeavour to 
do so. 

Q.—These trifling details can be 
fixed up any time before he dies or 
after? A.—We offer him every fa- 
cility, by calling his attention in the 
notices for premiums that it is desir- 
able to do this and that the company 


1256 ROYAL COMMISSION ON 


42nd day, June 14th, 1906. 


will be pleased to furnish forms with 
which to prove age. 

Q.—Do you do that in the Imperial 
Life? A.—Yes. 

Q.—In the notice as to the premium 
becoming due there is a clause as to 
his ageP <A.—Yes. 

Q.—Do you send him the same form 
regardless of whether he has proved 
his age or not? A.—Yeg, 

_Q.—So that he is continually get- 
ting this reminder? A.—Yes. 

Q.—And that is done for the pur- 
pose of getting that point cleared up? 
A.—Yes, the companies are very 
anxious to have no trouble whatever 
at the time a claim falls in, but as I 
said before they vie with one another 
in paying the claim promptly. 

Q.—Do you find in your experience 
that the number of policies that be- 
come claims where the age has already 
been proved is increasing lately? A. 
—Increasing, and will increase as the 
company grows older. 

Q.—Why do you say that? 
respect of the old business. 

Q.—But I mean to say you speak of 
a difference between the present sys- 
tem adopted by the companies and the 
old system? A.—Yes. 

_Q.—Are they endeavouring to get 
this age question settled and out of 
the way now, at an earlier stage? A. 
—Yes, I think that all the companies 
have a clause somewhat similar to 
what I have referred to in their prem- 
jum notice, and I think all the com- 
panies are anxious to have the age 
proved at the earliest possible moment. 

Q.—Of course the failure to give 
the correct age does not now void 
the policy? A.—No. 

Q.—In any of the companies? A.— 

That is a matter of Dominion legis- 
lation and would apply to all com- 
panies. No policy is voided on ac- 
count of error in age, but the bene- 
ficlary receives just exactly what he 
pays for the true age. 
_ MR. LANGMUIR: What happens 
if after death it is discovered that a 
wrong age was given? A.—The 
amount of insurance which the bene- 
ficlary is entitled to is that which the 
premium would purchase at his true 
age and he gets what he has paid 
or. 

Q.—That is, you make a calcula- 
tion of the proper age? A.—yYes. 

Q.—And do you deduct that from 
the face of the policy? A.—No. 

MR. TILLEY: You take the true 
age of the applicant and the amount 
of money he has paid you and find 
out what amount of insurance that 
would have given him if he had paid 


A.—In 
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that amount and told the truth? 
A.—Yes. 


JUDGE MacTAVISH: 
Bradshaw illustrate that. 


A.—Yes, if a man insured say at 
the age of 50 and his annual prem- 
ium was $40 per $1,000 and it ap- 
peared when he died that his true 
age was 52 and the true premium was 
$42. Since $42 will buy $1,000 of 
insurance, $40 will buy a smaller 
amount, whatever that is. That is 
the way it is calculated. He gets 
what he has paid for. 


MR. TILLEY: Did you ever find 
out that a man had misrepresented 
his age so that he was entitled to 
something extra on his policy? A.— 
Yes, we provide for that in our policy 
by paying him, not more insurance, 
but by returning to him the excess 
premium he has paid. For this reason, 
that the company in taking that life 
insured it for not a greater sum than 
the principal sum in the policy. It 
did not agree to insure the man for 
more than $1,000. But in the con- 
tract we provide, and other compan- 
ies, I suppose the same way, that the 
excess premium that he has paid will 
be paid to the beneficiary with the 
face of the policy. 

MR. KENT: Has that been done, 
do you say? A.—Yes, sir, we have 
done it several times. 

Q.—That is one of the things we 
did not. know about before? A.— 
There are many things in life insur- 
ance that you do not know about; 
that is, of the generous things. 

MR. TILLEY: You are referring 
now to Dominion legislation on that 
subject? A.—Yes, there is also Pro- 
vincial legislation. 

Q.—In all the Provinces? A.—In 
all the Provinces which have a. Life 
Insurance Act. Those are the Pro- 
vinces of British Columbia, Manitoba, 
Ontario, Nova Scotia, New Bruns- 
wick and I am not sure about Prince 
Edward Island. There is an Act in- 
troduced this Session, but I do not 
know whether it has been passed. 

Q.—Is the provision in all the Pro- 
vincial Acts the same as the Domin- 
ion? A.—TI think it is. 

Q.—In kespect of that item tthe 
Legislation seems to be uniform? A. 
—Yes. 

Q.—And there was the attempt in 
Nova Scotia to alter that? A.—Not 
to alter that but after two years 
that the age given would be taken as 
the true age. But that provision that 
I have referred to in regard to the 


Will Mr. 


INSURANCE. 1257 


SESSIONAL PAPER No. 66 


42nd day, June 14th, 1906. 


adjustment of the age in case of error 
is in the Nova Scotia Act. 

Q.—But if that other provision had 
been put in the Nova Scotia Act? 
A.—It would nullify the other, that 
is to say it would only apply for two 
years. 


Q.—It would operate for two years 
and at the end of that you would 
not be able to get that adjustment 
of the policy? A:—yYes. I may say 
that the Legislature saw the unfair- 
ness of the provision and at its next 
Session eliminated it from the Act. 


Q.—So that your effort in that re- 
gard was successful? A.—Yes. 

Q.—There has not been much diffi- 
culty experienced by insurance com- 
panies with regard to the different 
Acts of the Provinces in that regard? 
A.—Yes. 

Q.—They have been fairly uniform? 

.—Yes. 

Q.—Have you had any matters that 
have been legislated upon by the Pro- 
vinces, so that the legislation has not 
been uniform throughout?  A.—I 
don’t think that any two Provinces 
have the same Life Insurance Act. 
They all differ in some respects and 
that is one thing which the Associa- 
tion would endeavour or would like 
very much to see brought about, a 
unification of the: Provincial Life In- 
surance Acts. 

Q.—Will you say in respect of what 
matters you think that is important 
to the companies and why? Give 
some examples of where the companies 
may be prejudiced in not having that 
uniform ? A.—In the matter of 
beneficiaries, for example. In one 
Province the preferred beneficiaries 
will include more members of a family 
than the preferred class in another 
Province. In Ontario the preferred 
class includes the wife, the children 
and the mother, and I think the hus- 
band. In Manitoba there is some 
variation, but I don’t know the exact 
variation. I think there is also a 
variation in the British Columbia 
Act. I think the Ontario Act also 
includes the grandchildren. It seems 
to me that it would be very desirable 
if there could be uniformity brought 
about in that respect. 

Q.—Why does that affect your in- 
surance company? A.—In this way, 
that preferred beneficiaries are given 
certain powers or rights which or- 
dinary beneficiaries are not given. 
The assured can change, can vary the 
payment of the policy amongst the 
class, but he cannot remove the bene- 
fits of the policy from that class. 
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Q.—Then it renders it difficult for 
the company always to determine 
what should be done in a particular 
Province, by reason of this difference? 
A.—yYes. And’ again, questions have 
been raised, I think, as to what really 
governs, that is the law of the Pro- 
vince in which the policy has been 
issued or the law of the Province in 
which the policy is delivered and the 
assured lives. If the laws of the two 
Provinces were uniform there would 
be no difficulty in that connection. 

Q.—You think the insurance com- 
panies experience possibly a danger 
by reason of not interpreting the law 
properly for the particular Province 
and may run the risk of loss? A.— 
Yes. 

Q.—The result would be to save 
solicitors’ fees in advising the com- 
pany? A.—Yes, and to enable the 
company to act more expeditiously 
and also with greater certainty. 

Q.—Besides this question of bene- 
ficiaries and the age is there any 
other legislation passed by provinces 
that should be uniform according to 
the opinion of the Association? A.— 
The Ontario Insurance Act deals with 
a great many questions as to the pay- 
ment of a policy in the event of the 
beneficiary being, for example, under 
age. It states what may be done in 
such a case as that. 


Q.—Who his guardian for the pur- 
pose of receiving the money shall be? 
A.—Yes, there are several provisions. 
The legislation of the other provinces 
does not correspond with that. 

Q.—What about allowance of days 
of grace in paying the premium on the 
policy? A.—In one Province, I 
think, there is no provision, what- 
ever. 

Q.—What province is that? A.—I 
think it is British Columbia and in 
others or one other, 30 days is men- 
tioned. In another one month is 
mentioned. There is some distinction 
there. It seems to me it would be 
better to have uniformity in connec- 
tion with the days of grace. Then 
again as to what shall be regarded as 
material in the contract. I think 
the Ontario Insurance Act has defined 
that if a mis-statement is not material 
to the contract, that that contract can- 
not be disputed by the company. I 
don’t think that that provision is in- 
serted in all of the other Provincial 
legislation. 

Q.—Then it is your idea and the 
idea of the other members of the As- 
sociation that in such general matters 
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as these that you have mentioned, it 
would be advantageous to have uni- 
form laws throughout the Dominion? 
A.—I do. 

Q.—And to insure that it would be 
necessary not only to have Dominion 
legislation but to have uniform legis- 
lation by the Province? A.—Yes. 

Q.—Has the Association been doing 
anything to bring that about? <A.— 
The matter has been discussed in the 
Association on two or three occasions, 
but it has not taken any action. It 
was proposed amongst some of. the 
members formerly that it would be de- 
sirable to secure a model Provincial 
+ Act. It was thought it might be 
sirable to start first with the Pro- 
vince of Ontario and to decide upon 
that Act and securing the approval 
of the Legislature to endeavour to get 
that Act adopted by the other Pro- 
vinces throughout Canada. 

Q.—I do not gather quite from what 
you say that it was an agitation, but 
just a general discussion. How long 
has that been going on? A.—TI think 
about 2 years. 

_Q.—Have you any reference to it in 
the minutes? A.—I think there is 
a reference to it. 

Q.—If you cannot find it probably 
you will give us your recollection as 
tosntr A.—I think about 2 years 
ago a formal resolution was moved 
that an endeavour be made to bring 
about uniformity in Provincial legis- 
lation. 

Q.—Has anything been done under 
that resolution ? A.—There was a 
committee appointed but that commit- 
tee has never taken any action. The 
members have been busy and engaged 
with other matters, and have not 
found time to take up that question. 

Q.—Has there ever been any agi- 
tation or discussion of having uniform 
standard conditions for policies by 
legislation? A.—No. 

Q.—Never any discussion of that at 
allP A.—No. 

Q.—Are you required in any of the 
places you insure persons to have sta- 
tutory standard conditions? A.—No. 

Q.—And to show exceptional. condi- 
tions in different colored ink or any- 
thing of that kind? A.—No, that 
relates only to fire insurance, I be- 
lieve. 

Q.—Then regarding the taxation of 
insurance companies in different pro- 
vinces. I would like to ascertain 
what the views of the insurance man- 
agers are on that subject. I see that 
in a meeting on February 16th, 1895, 
the matter first came up. “Mr. Mac- 
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donald suggested certain legislation 
with regard to taxation which it was 
thought would be in the interest of 
the companies, aind on request he 
agreed to have a Bill prepared to be 
submitted to a Special Meeting of the 
Association.’’ Then at the next meet- 
ing on March 21st, 1895, a draft Bill 
was submitted. The Bill was intended 
to be passed in 58 Victoria, and its 
object was to amend Section 21, the 
section giving exemptions, by exempt- 
ing the reserve fund and interest upon 
it at the rate of 44 per cent. Do yeu 
remember the. endeavour to get that 
Bill passed? A.—No, I was. not .in 
the Association at that time. 

Q.—You don’t know what was done 
about 1t? A.—No, nor what attitude 
was assumed by the Legislature to- 
wards it. It was not passed. 

Q.—The effect would be to exempt 
in the hands of the insurance company 
the reserve fund and 43 per cent. in- 
terest on it? A.—Yes, that being 
really the debt owing by ‘the company 
to the policyholder. 

Q.—And the amount that the com- 
pany would have to add to that debt 
each year by way of interest to keep 
up the reserve? A.—Yes. 

Q.—On November 31st, 1896, there 
was a Petition dealt with at that 
meeting regarding the _ licenses to 
agents. The report of the committee 
on the question of licensing agents 
was read and with some slight amend- 
ments was adopted together with draft 
Petition of Agents. Do you remem- 
ber that Petition? A.—No, I do not. 

Q.—It seems to have been prepared 
by the Chairman and the Secretary, 
Mr. Richter, and Mr. Sutherland, for 
these agents? A.—yYes. 

Q.—Not prepared by the agents? 
A.—I would think not. 

Q.—Do you remember whether there 
was any agitation amongst the agents 
at that time? © A.—No, I cannot re- 
call, that., I was not active in the 
Association. I was not in the Asso- 
ciation at all at that time. 

Q.—The Act to be amended was the 
Act requiring the agents to take out 


a license to pay an annual fee af $2. 


That Act was repealed? . A.—Yes, 
Q.—Do you remember when it was 


repealed? A.—No. 
Q.—Do you know whether this pe- 
tition was ever presented? A.—I 


cannot say. 

Q.—It seems to be admitted there 
that the object of the legislation was 
to prevent rebating? A.—Yes. 
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Q.—And then this petition is drafted 
by the Life Managers’ Association for 
agents to sign, asking to have the 
Act repealed? A.—Yes. 

Q.—Do you know what view the 
Life Managers took of that, did they 
think the Act would not be successful 
in stopping rebatingP A.—I think 
that was the view that: as the Act as 
it was on the statute book was of no 
use whatever to stop rebating. 

Q.—Were you interested in insur- 
ance at that time when the Act was 
passed? ‘A.—Yes. j 

Q.—Who brought that Act into ex- 
istence, the managers, or the Govern- 
ment on its own initiative? A.—I 
think it would be at the suggestion 
of the managers, but I could not say 
it was suggested in the form in which 
it was passed. 

Q.—It might not have met with 
their approval just the way it was 
drawn? A.—No, I am inclined to 
think that they desired a much broad- 
er Act than the Act that was passed. 

Q.—And not having got that broader 
Act they thought this inefficient? A. 
—It was inefficient. 

Q.—Do you know that it was ineffi- 
cient?  A.—TI do. 

Q.—In what respect? A.—From 
my actual experience in insurance at 
that time, that is that rebates were 
quite conimon. I would not say as 
common as before, but they were quite 
frequent in respect of insurance under 
$5,000, and sometimes a man who de- 
sired to apply for $10,000 of insur- 
ance would apply in three policies in 
order to escape the effect of the Act. 

(Adjourned to 2.15 p.m.) 


— 


AFTERNOON SESSION. 
Resumed at 2 P.M., June 14th, 
1906. 


Examination of Mr. Bradshaw con- 
tinued : | 

MR. TILLEY: I suppose you have 
not got any additional information 
about this petition since the adjourn- 
ment this morning? A.—wNo. 

Q.—The question regarding the 
Provincial Act? A.—No. 

Q.—Then on March 7th, 1899, there 
is this minute: ‘‘The provisions of 
the bill now before the Parliament of 
Ontario were discussed at great length, 
the feeling being that many of its 
provisions were onerous and unjust, 
the one referring to the taxation of 
life companies being particularly so. 
It was felt that the Association should 
do all in its power to have the pro- 


Canadian Life. Insurance Officer’s 
Ass’n. (T. Bradshaw, Ex’d.) 


visions of the Act referring to Life 
Insurance so modified so as to make- 
their meaning clear and to have the 
rate of taxation greatly reduced’’— 
do you remember that bill? A.—No, 
I do not. 

Q.—Do you remember what. it pro- 
posed or whether it was ena'cted/? 
A.—I do not. 

@ On.) March ., 14th,;-1900 9; SSA 
special meting of the Association was 
held preliminary to the members of 
the Association waiting upon the 
Council of the Ontario Government 
for the purpose of endeavoring to sec- 
ure a modification of, or relief from 
the taxes imposed upon the Companies 
by virtue of the Ontario Revenue Act.”’ 

Those present are set out. I see 
you are one of the persons. 

“J. F. Junkin moved, seconded by 
Mr. Hilliard, ‘That the deputation 
ask for total abolition from taxation, 
failing which the deputation should 
urge the reduction of the tax and the 
doing away entirely of the Municipal 
taxation.’ (4) In amendment Mr. R. 
H. Matson moved, and Mr. A. Hos- 
kins seconded: ‘That the deputation 
urge the Government to reduce the 
rate of taxation to one-half of one 
per cent., and to abolish all Munici- 
pal taxation on personal property and 
license fees, and that Messrs. J. K. 
Macdonald (Confederation), A. Bruce 
(Canada), and J. G. Richter (London), 
present the view of the Association.’”’ 

Upon a vote being taken the amend- 
ment was declared carried.’’ 

At that time you were the Assist- 
ant Secretary? A.—Yes. 

Q.—Do you remember that deputa- 
tion? A.—Yes, I remember that. 

Q.—What was the point that was 
under consideration there, just what 
is stated here? A.—What is set 
forth there. 

. Q.—You first wanted to get free 
of taxation? A.—Yes. 

Q.—And if not? A.—A reduction 
of the rate. : 

Q.—One-half of one per cent. in 
lieu of all taxes? A.—Yes, municipal 
and all taxes. 

Q.—On what basis did the insurance 
companies consider they should be re- 
lieved from taxation? A.—In_ the 
first place they contend the premium 
paid by the policyholder is already 
taxed, that being part of his income; 
in the second place that the premium 
being paid for the benefit of insurance 
for defendants it is really upon thrift, 
and therefore that they should not 
be taxed at all. 
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Q.—It is taxing a man paying into 
a company to accumulate for himself? 
A.—Not for himself chiefly, but for 
his widow and for his family. 

Q.—You say for that reason you 
think the total premium paid should 
not be taxed? A.—The total prem- 
iums paid should not be taxed; that 
was the view held then. 

Q.—That would give the sharehold- 
ers of the company a considerable 
profit arising from their interest in 
the company without any taxation on 
it? A.—I may say that that point was 
considered, and the companies felt or 
the Association felt that the limit of 
taxation should be on the dividends 
to shareholders. 


Q.—Was that proposed by that de- 
putation? A.—I believe it was. 

Q.—You were there? A.—It was 
some time ago since that deputation 
waited on the Government, but I think 
that view was presented. 

Q:—Do you remember what was 
done at that time? A.—I understand 
that a smaller percentage was agreed 
to by the Government. 

Q.—One-half of one per cent.? A. 
—No, it was one per cent., the tax 
proposed was a greater tax than one 
per cent., and one per cent. is the 
tax at the present time. 

Q.—Has that tax remained? A.— 
Yes, to the present time. 

Q.—That was the total premium in- 
come? A.—Yes, on the gross prem- 
ium income of the company. 

Q.—Has there been any considera- 
tion of the propriety of a tax on the 
increase in surplus of the Company? 
A.—There is also another view held 
by the Association, and with that 
view I have a great deal of sympathy, 
namely, that the tax should be placed 
upon the net earnings of the company, 
that is to say a tax on the increase 
in surplus plus surplus paid out dur- 
ing the year to shareholders and pol- 
icyholders. 


Q.—That would be a middle course 
between the two you indicated before? 
A.—Yes. 


Q.—Not only tax on what is paid 
out to shareholders, but in 77 
to that put a tax on the increase in 
surplus which has been accumulated ? 
A.—Yes, it is the amount a company 
returns to policyholders, or the ex- 
cess amount which he pays for his 
insurance. 


Q.—I suppose the tax that is paid 
now by the company, being one per 
cent. on the gross premium income, 
that that is paid out of the ordinary 
income of the company? A.—Yes. 


6 EDWARD VII., A. 1906 


Canadian Life Insurance Officer’s 
Ass’n. (T. Bradshaw, Ex’d.) 


Q.—It is not paid by the sharehold- 
ers out of their funds exclusively? 
A.—No, but they bear part of the tax. 

Q.—Their proportion falls on the 
shareholders? A.—Yes. 

Q.—And the major portion of it by 
far, I suppose— A.—On the policy- 
holders. 

Q.—In some companies shareholders 
get the full dividend that they can 
in any way become entitled to under 
the Act of Incorporation, I think that 
is so; some of them are limited to a 
dividend of a certain percentage or 
in some way they are restricted as to 
the amount the shareholders can take 
out of the company? A.—Yes. 


Q.—Of course as to those share- 
holders who are limited that way they 
would not pay taxes at all? A.—It 
will affect them, because any tax at 
all will affect the earnings of the com- 
pany. 

Q.—If they take their full dividend 
they cannot increase itP A.—The 
dividend is always in life companies 
a proportion of the net surplus, and if 
a company is taxed then its net sur- 
plus must be increased, and therefore 
the shareholders must suffer as well 
as the policyholders. 


Q.—There would be some slight 
amount there affecting them probably? 
A—Yes. 

Q.—I see on June 28th, 1900— 


JUDGE MacTAVISH: Does the 
witness say a tax of that kind would 
affect the policyholders? 


MR. TILLEY: Affect the share- 
holders a little? A.—Affect the pol- 
icyholders as well as the shareholders. 


JUDGE MacTAVISH: Tell me how 
it would affect the policyholders? A. 
—If there were no tax then the 
amount to be distributed or returned 
to policyholders in surplus would be 
greater; the amount returned to pol- 
icyholders is just less the amount of 
the tax; that is paid out of the sur- 
plus of the company. 


Q.—A shareholder who is in receipt 
of a dividend of $500 a year, and the 
municipal assessor assesses 2 per cent. 
on that, reducing that by $10, how 
could the policyholders be affected by 
that tax? 


MR. TILLEY: Your Honor is think- 
ing of the policyholders and share- 
holders paying taxes, but Mr. Brad- 
shaw is speaking of the taxes the com- 
pany pays. The company pays direct 
from its own funds. The tax is one 
per cent. on the gross premium in- 
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come of the company, and the com- 
pany pays that, making so much less 
surplus to be divided as between pol- 
icyholders and shareholders. It is 
not a tax on the shareholders it is not 
a personal tax. 

JUDGE MacTAVISH: Then _ the 
policyholder will be interested to that 
extent? A.—Yes. 

IMR. KENT: As a matter of fact 
I expect the shareholder of the present 
day does not pay anything at all, be- 
cause his portion of the proceeds is 
put into a pool; he draws so much per 
annum as a dividend, the rest is held 
in reserve, so as long as he gets the 
stipulated dividend he may be con- 
sidered as not paying any portion of 
that tax at all. Of course his share 
of the pool is diminished so much; 
but that won’t be distributed in his 
life time; I think he can sleep quiet, 
it won’t affect him either one way or 
the other. 


MR. TILLEY: It will have an ef- 
fect when he is sleeping very quietly? 


MR.. KENT: It will have an effect 
when the company is wound up. 


WITNESS: A life insurance com- 
pany is never wound up, it is a per- 
petual institution. 


MR. TILLEY: Q.—That is a fact, 
that a life insurance company is never 
wound up, almost a fact? A.—lIt is 
supposed to be a perpetual instjtntion. 

Q.—A life insurance company does 
not go out of business? and will not 
be out of businessP A.—No, if it 
desires to retire it re-insures his risks. 

Q.—All its policies? A.—Yes. 

Q.—If a life insurance has just tha 
net ve-insurance reserve how does it 
pay the premium for re-insurancer A. 
—With the re-insurance reserve, that 
is why the reserve is there. 

Q.—So long as it has the reserve 
any other company is glad to take the 
policy with the reserve that is carried 
Ae it if the reserve is there? A.— 

es. 


MR. GEARY: And without any 
commission? A.—That depends upon 
the arrangement made between the 
companies, but one of the reasons of 
the reserve is that it is sufficient to re- 
assure the outstanding risks in another 
company. 

Q.—Without paying any commis- 
sion? A.—TIn itself. 

Q.—If it had to pay commission? 
‘AA.—It would not necessarily follow 
it would pay commission. 

Q.—If it had to they would Lave 
to have another fund for that? A — 
Yes. if it had to, but it is a matter 
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of arrangement between the office re- 
insured. : 

MR. TILLEY: That is a matter of 
the dealP A.—Yes. 

Q.—That is what you were speaking 
about the other day, as to the advan- 
tage of having the net re-insurance re- 
serve right from the commencement of 
the company? A.—Yes. 

Q.—I think you said if anything 
happened the company could not sur- 
vive the early period it had a fund 
within itself with which it could re- 
insure all its risks with another com- 
pany, and thereby save the policyhold- 
ers from loss? A.—Yes. 

Q.—June 8th, 1900 (reads from min- 
ute): ‘‘Mr. J. K. Macdonald stated 
that the object of the meeting was 
to consider the advisability of secur- 
ing a legal opinion as to +he coustitu- 
tionality of the Ontario Revenue Act 
so far as it relates to the imposition 
of a tax upon life insurance prem- 
iums; and in this connection the opin- 
ion of Messrs Atwater & Duclos, of 
Montreal, was read, which had been 
obtained by Messrs. Ramsay (Stan- 
dard) and B. Hall Brown (London & 
Lancashire) and which has been kind- 
ly forwarded by these gentlemen.”’ 

‘“(4) Mr. Dexter moved, and Mr. J. 
F. Junkin seconded, ‘That the Asso- 
ciation secure a legal opinion (1) as 
to the right of the Province of On- 
tario to impose a tax upon insurance 
premiums, and (2) in respect to the 
power of the municipalities under the 
present Assessment Act to tax life in- 
surance companies. Carried.’’’ 

SO) tM) EOP Aray AO mNLrs oD. 
Dexter seconded ‘That. such opinion 
be obtained from Mr. Christopher 
Robinson, Q.C. Carried.’’’ 

*(6) It was agreed to ask Mr. Alex- 
ander Bruce, Q.C., solicitor of the 
Canada Life, to prepare the case for 
submission to Mr Robinson; and the 
President and Secretaries were ap- 
pointed a Committee to meet and con- 
fer with Mr. Bruce in connection with 
the preparation of the case.’ That 
was done I think? A.—Yes. 

Q.—And July 6th: ‘‘The President 
reported that Mr. Christopher Robin- 
son’s formal opinion as to the intra 
or ultra vires of the Ontario Revenue 
Act had not yet been received, but 
he had verbally heard from Mr. Rob- 
inson that his opinion was that the 
Act was intra vires of the Province of 
Ontario. (Since the date of this 
meeting Mr. Robinson’s written opin- 
ion has been received, which confirms 
the statement made by the Presi- 
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dent).’?’ Then follows reference to the 
taxation in Manitoba: ‘‘Thé President 
also reported that the efforts of the 
Association in endeavouring to secure 
a reduction in the rate proposed to 
be levied by the Government of the 
Province of Manitoba has been suc- 
cessful, the rate of taxation proposed 
of 14 per cent. having been reduced 
to one per cent. of the premium in- 
come;’’ so that in Manitoba the same 
result was obtained as in Ontario? 
A.—Yes, 

Q.—Then you have given me a 
memo., Mr. Bradshaw, showing the 
taxation of the companies in the dif- 
ieee Provinces of the Dominion? A. 
—Yes. 

Q.—It is headed, ‘‘Memorandum re 
Taxes & Licenses ?’’ A.—That was 
made in respect of the company with 
which I am connected. 


Q.—Dominion of Canada: ‘‘An an- 
nual assessment made on the basis 
of the proportion of this company’s 
income to the total premium of all 
companies for the maintenance of the 
Insurance Department (the depart- 
mental year ending 3lst March). The 
amount of the levy is to be deposited 
in some bank to the credit of the Re- 
ceiver-General on account of ‘Insur- 
ance Superintendence’ and the dupli- 
cate and triplicate receipts forwarded 
to the Superintendent of Insurance at 
Ottawa. 

Our levy for 1904 amounted to 
$226.13 and for 1905 to $261.18 in 
connection with this tax’’—is that the 
tax you pay-to the Dominion or to the 
Insurance Department? A.—Yes, it 
is in: proportion to the premium in- 
come of the company. 

Q.—That is under the Dominion In- 
surance Act. Then Province of Prince 
Edward Island: The tax there seems 
to be an annual license fee of $225? 
A.—Yes. 

Q.—Each company has to pay that 
each year; Charlottetown, an annual 
tax of $50 payable June Ist, that is 
for the city itself? A. —Yes. 

Q.—Town of Summerside, an annual 
tax of $10, payable June Ist. The 
Province of Nova Scotia, annual li- 
cense fee of $25? A.—In Nova Scotia 
since that list was made up I under- 


stand a much higher tax has been im-: 


posed; I think it is now $250. 


Q.—The City of Halifax;an annual 
tax of $98 payable August Ist; the 
town of Sydney an annual tax of $20; 
the Province of New Brunswick, an 
annual license fee of $250; do these 
annual license fees depend on the 
amount of your premium income? A. 
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—Not the license fee, it is the same 
amount for all companies. 

Q.—The City of St. John, an an- 
nual tax of $95, payable October Ist; 
the City of Fredericton, an annual tax 
levied by assessment on premium in- 
come—do you know about what tax 
that isP A.—It is on the premium 
income. 

Q.—Do you know what rateP A. 
—No, it will be the regular rate of 
the municipality. 

Q.—Whatever rate is levied? A. 
—Yes. 

Q.—Do ysu there have to pay on 
the full. premium income or the prem- 
ium income received in that munici- 


palityP A.—Yes. 
Q.—The total premium § receipts 
there? A.—Yes. 


Q.—Province of Quebec: an annual 
tax of one per cent. on gross receipts 
of company in the Province? A.— 
Yes. Since that lst was made out 
the Province of Quebec has taken up- 
on itself to tax the life companies on 
a higher rate than any other Province 
in the Dominion of Canada. It has 
the distinction of taxing the compan- 
ies to the extent of 1 3/4 per cent. on 
the premium income, a rate which the 
Association deems to be _ altogether 
eXcessive. 


Q.—Mr. LeBeuf wants to know what 
is the highest you pay in the States? 
A.—I cannot say what the rate is in 
the States, but it varies I know from 
one per cent. to two per cent.; it may 
be even three per cent., but even that 
I take it. is.no reason why such an 
enlightened Province as the Province 
of Quebec should BOE pHe a tax upon 
thrift. 

Q.—That would be on the premium 
income? A.—Yes. 

Q.—The City of Quebec: a personal 
tax or license fee of $200 per annum 
besides a business tax which amounted 
in 1904 and 1905 to $18.75. Taxes 
are payable on or before November 
Ist for civic year ending the follow- 
ing 30th April. 

City of Montreal, a tax levied by 
annual assessment including Water 
Rates, Business Tax and Special In- 
surance Tax. That would vary each 
year? A.—That would vary each 
year., 

Q.—According to the rate they 
levy? A.—Yes. 

Q.—The City of Sherbrooke: An an- 
nual tax of $50 payable on June Ist, 

Province of Ontario: An annual li- 


-cense fee of $150, and an annual tax 


of 1 per cent. on the premium income 


a 
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of the company in the Province? A. 
—There appears to be a good deal of 
inconsistency in that; it is hard to 
know the reason why in addition to 
a tax of one per cent. on the premium 
income a fee of $150 should also be 
exacted from the companies. 

Q.—The tax of cotirse would become 
applicable to a company that has some 
business to tax, and has some prem- 
ium income established, there, and the 
fee of $150 would have to be paid I 
suppose by a company which is open- 
ing up an office? A.—It would ap- 
ply to all offices, whether it has busi- 
ness or not. ' We 

Q.—-The $150 would have to. be paid 
whether there is any business or not? 
A.—Yes. 

Q.—And the one per cent. is in ad- 
dition’. |. A.-—Yes,\) - 

Q.—The City of Toronto: A _ busi- 
ness tax levied by annual assessment 
—that would be on the premium in- 
come? A.—No, that is on the inter- 
est income arising from the invest- 
ments of the company in the City of 
Toronto. | . 

Q.—The City of Hamilton: A busi- 
ness tax levied by annual assessment 
in the same way? A.—That would 
be in the shape of a business tax, the 
a business tax called for by the 

ct. 

Q.—That is under the New Act? A. 
—Yes. I think in the City of Tor- 
onto also now it is a Business Tax on 
the premises we occupy. 

Q.—The Province of Manitoba: An 
annual tax of one per cent. on the 
gross receipts of the company in the 
Province? , A.—Yes. 

Q.—What do you mean by receipts 
there? A.—Premiums. 

Q.—‘‘We pay taxes on property in 
the Province on which we hold mort- 
gages, but these are collected from 
the mortgagors along with interest an 
interest due dates??? A.—Yes, that 
has really nothing to do with the com- 
pany’s business. 

Q.—You do not pay taxes on the 
income from your mortgages? A.— 
No, just the premium income. 

Q.—The Citv of Winnineg: ‘A busi- 
ness tax levied by annual assessment, 
being 10 per cent. of our rental, sub- 
ject to a discount of 1 per cent. if 
paid on or. before the 16th December.”’ 

Q.—‘‘North West Territories, an an- 
nual license fee. of $5 A.—I snp- 
pose when the Province finds out what 
the other Provinces are doing they 
will increase that. 

Q.—That may be one result flowing 
from the Commission? A.—We hope 
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they may probably point out to this 
Province that they may set up a good 
example to the other Provinces. 

(.—Saskatchewan, so far no levy 
has been made; Alberta, so far no levy 
has been made. 

The City of Calgary: An annual 
tax of $25. 

City of Edmonton, an annual tax 
of $25, : 

The Province of British Columbia: 
An initial license fee of $250. An 
annual tax of 1 per cent. on gross 
receipts of the company in the Pro- 
vince. (10 per cent. discount if paid 
on or before June 30th). Returns as 
at close of the company’s last financial 
year required to be rendered Sep- 
tember Ist. City of Victoria: The 
Municipal Act calls for an annual tax 
of $100; but during the past two 
years we have been asked to pay only 
$20. 

Newfoundland: City of St. John: 
An annual tax of $100 payable on or 
before January 3lst. 

British West Indies: Island of Bar- 
badoes: An annual tax is levied by 
assessment (the Act calls for the levy 
to be on profits for the year)? A.— 
That would be the net profits. 

Q.—Island of Jamaica: An annual 
tax of $25. ‘‘There is also a stamp 
duty on all policies, notes, receipts, 
etc.’ Havé you attached to that a 
statement of the taxes that your com- 
pany paid during 1905? A.—Yes. 

Q.—And the total taxes apparently 
paid by the company amounted to 
$7,226.26? A.—Yes, and in that con- 
nection I would like to say that an 
estimate of the taxes to be paid by 
the life offices this year in Canada, 
the figures would be about $270,000. 

Q.—That is by the Canadian Com- 
panies? A.—By all the companies in 
Canada, that is in respect of Cana- 
dian business. 

Q.—Do you mean foreign compan- 
ies in respect of their Canadian busi- 
ness? A.—Yes, American and British 
and Canadian Companies in respect 
of Canadian Life Insurance, or equi- 
valent to 14 per cent. of the gross 
premium income, and that forms a 
direct tax on the policyholder to that 
extent. 

JUDGE MacTAVISH: Do the pol- 
icyholders of each Province receive 
the benefit of the lower rate of taxa- 
tion? A.—WNo. 

MR. TILLEY: Q.—AIl the taxes 
that are paid, are paid out of the 
general funds of the Association? A. 
—Yes: 
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Q.—And then the profits are divid- 
ed, not according to the district where 
the policyholders live— A.—No, that 
could not be done. In some cases 
there would be very few policyholders 
and not sufficient to form an average. 

Q.—tThere is no benefit to a policy- 
holder residing in a Province where 
the taxes are small? A.—No. 

Q.—Even the man from Saskatche- 
wan does not get any benefit by mak- 
ing no tax on you? A.—No. 

Q.—Has mot the idea you were 
speaking of of companies being organ- 
ized for thrift vanished considerably 
in the last few years, so that a little 
taxation would be proper by reason of 
the new policies, the investment poli- 
cies you now issue? A.—TI think life 
insurance as conducted to-day is con- 
ducted as it was originally chiefly for 
the benefit of the widow and children, 
but that the amount that is paid to 
shareholders is a very small fraction 
of the net earnings of the company, 
that in most companies at least 90 
to 95 per cent. of the net surplus 
accrues to the policyholder, and there- 
fore that must be taken as the meas- 
ure of the interest of the policyholder, 
and the balance is the interest of the 
shareholder. The shareholder’s inter- 
est being very small it will be seen at 
once that the greater part of the busi- 
ness is being performed chiefly for the 
benefit of policyholders and their de- 
pendents. In regard to investment 
policies mentioned, those will be polli- 
cies on the endowment principle, and 
the same view prevails in respect to 
them. An endowment policy has for 
its object the providing of means for 
a person who attains an age when he 
is unable to provide an income for his 
sustenance and for the sustenance 
of his family. Therefore I think that 
life insurance as conducted to-day has 
in it the essential elements of the 
elements that existed when life insur- 
ance was founded many years ago. 


Q.—And for that reason the same 
rule would apply, and you should have 
a little lighter taxation? A.—Yes. 

Q.—I suppose that a life insurance 
company cannot hide its assessable 
property in the way of premium in- 
come? A.—No, it has to make a full 
disclosure of its income. 

Q.—Do you think any allowance 
should be made for a life insurance 
company because it has to show up 
its assessable property as compared 
with the private individual probably 
who can get a little the best of the 
assessor? A.—I have not thought of 
it in that connection. 
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Q.—All Companies have to make an 
open disclosure now? A.—Yes. 

Q.—Is not that probably what has 
prompted the life insurance officers in 
the past to claim that taxation bears 
hardly on them in comparison with 
others because all their assessable pro- 
perty is open and exposed? A.—I 
do not think that view has occurred 
to the companies. 

Q.—Has it ever been an argument 
that because they are limited in their 
investments and are somewhat in the 
nature of trustees that their invest- 
ments are not so remunerative as 
they would be if they were of a proper 
class—has that been urged? A.—In 
connection with assessment ? 

Q.—Yes? A.—Not that I have 
heard. I may say that the basis of as- 
sessment which the Association deems 
to be a fair basis is the following: It 
was suggested by a Committee that 
was asked to proceed to British Colum- 
bia some few years ago at the time 
that legislation was being put through 
there. The Committee was Mr. Brock 
of the Great West Life, Colonel Mac- 
donald and myself, and the sugges- 
tion was that the tax should simply 
be upon the net income of the year, 
that is the amount of surplus actual- 
ly earned by the company and not 
upon the premium income; the net 
surplus being the result of the year’s 
transactions and being the amount 
of surplus moneys that have resulted 
from the operations of the company, 
and would be the amount that would 
be returned to the policyholder as the 
unearned portion of his premium. 

Q.—That is the net profit on the 
year’s business? A.—Yes. 

Q.—And you should not regard 
merely the receipts of the year’s busi- 
ness, but you should take the profits? 
A.—Yes, because about two-thirds of 
the receipts of the year comprise the 
reserve necessary to be put up for 
the solvency of the company and to 
meet the contracts. 

Q.—The net surplus would elimin- 
ate the reserve? A.—Yes. 


Q.—Why should the reserve be elim- 
inated? A.—Because that is in the 
nature of a sinking fund put up to 
meet the contract when it matures, 
just the same as you would put aside 
a sinking fund to meet a debenture 
when it was maturing some _ years 
hence. 

Q.—It is put on the basis sometimes 
that that is a liability of the com- 
pany? A.—It is a liability of the 
company. 
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Q.—But the only principle upon 
which the lability of a company is 
exempt from assessment is that the 
asset that that liability represents is 
assessable in the hands of some person 
else ? A.—That would be the case, 
because the premiums which have built 
up that liability, or which have built 
up the assets have first been assessed 
in the hands of the policyholder. 

Q.—That may be so, but there is no 
assessment on the policy as an asset 
of the policyholder? A.—No, and the 
investment which the company makes 
with these premiums are assessable; 
for example the company invests this 
money in mortgages, the mortgagor 
has to pay the assessment on his pro- 
perty, and therefore the asset which 
the company holds has been assessed. 

Q.—Then you are the mortgagee? 
A.—Yes. 

Q.—You would not assess the mort- 
gageeP A.—No, not in that way. 

Q.—Not in what way? A.—In the 
way in which that mortgage is held 
for the meeting— 

Q.—That brings you back, because 
the mortgage represents part of the 
reserve? A.—Yes. 

Q.—But that reserve is not a lia- 
bility that is assessed during that year 
in the hands of the person to whom it 
is going? A.—wNo. 

Q.—The policyholder escapes as- 
sessment on it? A.—He only escapes 
assessment on it by having paid as- 
sessment previously on the premiums 
which have gone to build up that re- 
serve. 

Q.—You would not tax the full 
premium; if you tax the full premium 
then the reserve has been taxed, if 
you do not tax the full premium— A. 
—I mean in his hands the premium 
before it arrives in the company’s 
coffers— 

Q.—That is he paid tax on the in- 
come on the moneys he received in his 
day? A.—yYes, and therefore it ap- 
pears that double taxation is in pro- 
cess, 

Q.—Do any States so far as you are 
aware tax reserves directly? A.—I 
do not know. 

Q.—You are not conversant with 
that, I understand you do not do busi- 
ness in any of the United States? A. 
—No. 

Q.—Do you approve of the payment 
of the fees towards the Insurance De- 
partment, the expense of the Insur- 
ance Department ? A.—The main- 
tenance of the Insurance Department? 

Q.—Yes? A.—Personally I do, the 
matter has never been discussed in 
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the Association, I can see no objec- 
tion. 

Q.—There has never been anything 
arise which has brought that subject 
up for discussion at all? A.—No, I 
think it has’ appealed to all the com- 
panies as being a fair tux upon them. 

Q.—And it seems to work out equit- 
ably ? A.—yYes; there has been no 
discussion in respect cf it at all events. 

Q.—What was your view as to the 
propriety of ceasing to license agents 
—the Act was abolished? A.—Yes. 
The view of the Association is stated 
in that memorandum. 

Q.—Does that carry your judgment? 
A.—Yes. 

Q.—Have you ever heard of a tax 
levied on the policyholder in respect 
of the surrender value of the policy? 
A.—Not in this country, nor have I 
heard of it in any other country. 

Q.—Then has your Association taken 
any other action with regard to as- 
sessment and tax legislation than what 
you have indicated to us? A.—No, 
all the transactions are recorded in 
the minute books and no other action 
has been taken. There is still a feel- 
ing in the Association that the tax 
of the Province of Ontario is an un- 
duly heavy tax, and the tax in the 
other Provinces are also unduly heavy. 

Q.—Some of them? A.—Yes, and 
that it simply means that the cost of 
insurance to the policyholder is in- 
creased. 

Q.—Then the officers of the Associa- 
tion have from time to time endea- 
vored to come to some understanding 
or agreement regarding certain mat- 
ters relating to insurance? A.—Yes. 

Q.—So that companies would act on 
a uniform basis? A.—Yes. 

Q.—And have uniform commissions 
and uniform rules? A.—Yes. 


Q.—In the first place you have made 
an effort, have you, to have uniform 
commissions to agents? A.—There 
was a suggestion made of that char- 
acter. 

Q.—Is this a memorandum that was 
prepared by the Canadian Life Insur- 
ance Officers’ Asociation regarding 
that British Columbia assessment you 
were speaking of? A.—Yes. (Mem- 
orandum referred to re British Colum- 
bia Assessment marked as Exhibit 
236.) It sets out the resolution passed 
at a special meeting of the Associa- 
tion held on April Ist, 1901, appoint- 
ing the undersigned a deputation to 
proceed to Victoria, British Columbia 
(reads down to the word ‘‘Province.’’) 
Then. ‘‘We had to report as follows— 
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‘The Committee consisted of J 
Brock, W. C. Macdonald, and .. 
sc ipanuaryi A.—Yes. 

.—And this repor 
20th, 1901? Aceves Ga od 

Q.—‘‘Under the British Columbia 
Act 1897, chapter 179, as amended, a 
tax is levied upon income’’ (reads re- 
port down to the words ‘Agencies 
therein P’’) A.—Just there let me 
say— 

Q:—You wish to speak in connection 
with the licensing of companies to do 
business in particular municipalities 
referred to there? A.—Yes, I would 
like to say there that the companies 
are of opinion that if taxed by the 
Province they should be free’ from 
municipal taxation ?P 


Q.—That is if there were uniform 
Government tax that each municipal 
Act should contain a provision that 
no municipality could tax a company ? 
A.—Yes. : 

Q.—It would not be subject to the 
local Municipal Assessment ? 
Yes. 

Q.—Would not that be rather un: 
fair to the local municipality? A.— 
Taxation in municipalities is not gen 
eral, and it is unfair to those policy- 
holders at the present time in the 
municipality where no taxation is 
made. The municipality that taxes 
policyholders is placing a burden up- 
on the policyholders in other munici- 
palities where no taxation is imposed 
and in order that there may be no 
inequality in that connection— 

Dae be most of the policyholders 
now I suppose are participatin - 
icyholders ? Pansat i age 

Q.—And they take a policy of a 

participating class in the company 
and I suppose it cannot be said to be 
unfair that they should bear their 
share of the taxation that is properly 
put, on that company, even by ai 
local municipality, could they, where 
their company is carrying on its busi- 
ness? A.—At the head office. 
_ Q.—Or even in a branch office if it 
is a regularly established office? A. 
There is a double tax there, first the 
Province taxes the premium income, 
and then the municipality taxes the 
premium income, and that means a 
very severe tax; if the Province im- 
poses a tax of 13 per cent. or 14 per 
cent., and then the municipality 
another 14 per cent., there is three 
per cent. on the premium income. It 
is double taxation. 

Q.—You say ‘‘One of the main 
reasons why objection was taken to 
that clause’? (Continues reading from 
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exhibit 236 down to the words ‘‘which 
yields returns’’).For that reason you 
thought it was:advisable not to in- 
sert an interpretation clause in that 
section? A.—Yes. 

Q.—You thought you would rely on 
the common law? <A.—Yes. 
.Q.—Then the statement is given of 
surplus, how it would work out in 
that way, and the ratios which you 
have already mentioned are there set 
out? A.—Yes. 

Q.—And the letter to Mr. Turner is 
as follows (Reads letter which is part 
of Exhibit 236) What do you say was 
the result of that attempt on your 
part? A.—The suggestion made by 
us was accepted by the British Col- 
umbia Legislature. 


Q.—Does that remain stillP A.— 
Some one or two years later they de- 
parted from the faith and assessed 
the companies, brought in a new, Act, 
and the companies are now assessed 
on their gross premium incomes at 
the rate of one per cent. 


Q.—The same as Ontario? A.—Yes: 


Q.—As to this question of uniform 
rates and commissions, on November 
20th, 1897, I see there is a minute as 
follows: “The question of raising the 
premium rates, making them uniform 
and adopting a uniform basis of com- 
mission was considered for a time, 
when Mr. Macdonald consented to 
lead in:a discussion of the subject at 
the next meeting.’’? That seems to be 
the first minute that refers to that 
subject. At the next meeting Mr. 
Macdonald did lead in a discussion 
of the subject. The next meeting, on 
the 18th February, 1898, there is this 
memorandum: ‘‘Mr. Macdonald then 
read a valuable paper on uniform 
rates of premium and uniform rates 
of commission. After a somewhat 
lengthy discussion of the important 
features of Mr. Macdonald’s paper the 
secretary was instructed to furnish a 
copy to each member of the Associa- 
tion at an early date to facilitate a 
full discussion of the same at the next 
meeting, and Mr. Sutherland agreed 
to open the discussion.” Then on 
May 2st, 1898, there is the minute: 
“Mr. Sutherland briefly introduced 
the discussion on Mr. Macdonatd's 
paper on uniform rates of premium 
and uniform commission, in which all 
the members took an active part. It 
was felt that uniform rates and com- 
missions would do much to suppress 
existing abuses.”’ 

‘©At the close of the discussion it 
was moved by Mr. McDougall, sec- 


INSURANCE. 1267 


SESSIONAL PAPER No. 66 


42nd day, June 14th, 1906. 


onded by Mr. Hilliard, and resolved, 
“That in the opinion of this meeting 
it was desired that minimum rates of 
premiums should be formed, based on 
the Hm. 33 per cent. table with suit- 
able loading, and that the question be 
referred to the following Committee 
with instructions to bring up specimen 
rates at the Autumn meeting of the 
Association: namely: Messrs. Ramsay, 
McCabe, McDougall, Brown, Macdon- 
ald, and the Secretary be a member 
and convener of the Committee.” 
That is as to uniform rates. Then 
the next resolution is: ‘It was next 
moved by Mr. Junkin, seconded by Mr. 
Marshall, ‘That in the opinion of this 
Association the most effective method 
of diminishing the objectionable prac- 
tice of rebating is by reducing the pre- 
sent high rates of commissions. Be 
it therefore resolved that the following 
Committee be appointed to recommend 
a maximum schedule of commissions 
applicable to the various forms of 
policies, with an agreement to be sub- 
mitted to the members of the Associa- 
tion at its next meeting for their ap- 
proval and signatures, namely, Messrs: 
Ramsay, McDougall, Brown, Mac- 
donald, Sutherland, Dexter, Junkin, 
Cox, and Marshall; the Secretary to be 
convener. Carried.’’’?’ Do you know 
whether Mr. Macdonald’s paper on uni- 
form commissions and uniform rates 
has been preserved? A.—I think it was 


‘published in the Insurance & Finance 


Chronicle of Montreal. I did not 
know it would come up and I have not 
brought a copy with me, but I think 
I can get a copy of that. 

Q.—There is this reference to it: 
‘‘Attention was called to the fact that 
Mr. Macdonald’s paper read at the 
last meeting of the Association, and 
now about to be discussed, has been 
publihed by the Insurance & Fin- 
ance Chronicle’’—where is that pub- 
lished? A.—In Montreal. 


Q.—And ‘‘reference was made to the 
fact that from time to time state- 
ments had been published by various 
papers purporting to be reports of 
the meetings of the Association, ‘but 
always containing statements at var- 
iance with the facts.’’ ‘The Secre- 
tary was instructed to intimate to all 
members of the Association that 
whether important or otherwise all 
transactions of the Association are 
supposed to be strictly confidential to 
its members’’—it was published at 
that time? A.—TI think so. 


Q.—The Secretary on September 
17th, 1898, read the report of the Com- 
mittee appointed last meeting to con- 
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sider the uniform basis of premium 
rates. Moved by Mr. Macdonald, 
seconded by Mr. Junkin and carried: 
‘“‘That the report be received and the 
further consideration of the question 
be deferred till next meeting.”’ 

‘Then the President reported pro- 
gress for the Committee on uniform 
rates of commissions, and asked Mr. 
Macdonald to state his proposition, to 
which all the members of the Com- 
mittee agreed. Mr. Macdonald pro- 
posed that a meeting of managers and 
directors be held at an early date for 
the consideration of means to reduce 
the present excessive cost of securing 
new business. The Secretary was in- 
structed to ascertain the opinion of 
the various companies with regard to 
such action, and if favorable to con- \ 
vene the following Committee to ar- 
range for a meeting to be held at an 
early date: J. K. Macdonald, Wil- 
liam McCabe, H. Sutherland, J. F. 
Junkin, T. Bradshaw, and D. Dexter.”’ 
On December 19th, 1898, ‘‘The Secre- 
tary reported he had received a gen- 
eral response to his circular letter esk- 
ing for an expression of opinion with 
regard to the desirability of holding 
a joint meeting of managers and di- 
rectors of the various companies, but 
that he had been unable to get a 
meeting of the Committee appointed 
to arrange for the proposed Conven- 
tion owing to the absence from the 
Province of most of the gentlemen on 
the Committee. The wisdom of hold- 
ing such a meeting until the managers 
themselves have agreed upon some 
plan for uniform action was question- 
ed, and the matter was discussed for 
a considerable time when it was moved 
by Mr. Brown, seconded by Mr. Jun- 
kin, that the President and Messrs 
Macdonald, McCabe, Wegenast and 
the mover and Secretary be a Com- 
mittee to report a scheme for uniform 
commissions at the next meeting of 
the Association, and that the Secre- 
tary be convener. Carried.” 

That Committee having been ap- 
pointed a new Committee was appoint- 
ed September 6th or September 16th, 
1898: ‘It was moved by Mr. McCabe, 
seconded by Mr. Hilliard, That Messrs: 
Macdonald. Junkin, Sutherland, Brad- 
shaw, Dexter, W. M. Ramsay and a 
representative of the Canada Life be 
a Committee to report on a basis for 
uniform commisions. Carried.’’ 

“On December 7th Mr. Bradshaw 
also reported progress for Committee 
on uniform commissions, suggesting a 
schedule of commissions for considera- 
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tion. This report was also received 
and the Committee continued to re- 
port at the next meeting of the Asso- 
ciation. ‘Then om February 24th; 
1900, the regular quarterly meeting 
of the Association was held? A.—If I 
may be permitted, I think in the min- 
utes of December 7th, 1899, there is a 
minute in addition to what you read 

Q.—yYes: ‘‘After some discussion as 
to whether there was a probability of 
getting companies not members of the 
Association to adopt a uniform basis 
of commissions, it was moved by Mr. 
Macdonald, seconded by Mr. McCabe, 
and carried, that the Committee on 
uniform commissions be asked to ascer- 
tain if that be possible, whether the 
Sun Life, the Mutual Life, the New 
York Life, and the Equitable 
Life will co-operate with the Can- 
adian and _ British Companies _ so 
far as the Canadian business is con- 
cerned in the event of a satisfactory 
scheme of uniform commissions being 
reached,’’ The matter was left in 
that shape till February 24th, 1900, 
“The report of the Committee on uni; 
form commissions, appended hereto 
was read by Mr. J. F. Junkin who 
moved, seconded by Mr. W. M. Ram- 
say that the report be received and a 
copy placed in the hands of each mem- 
ber in order that action may be taken 
thereon at the next meeting, car- 
ried?’ A.—Yes. 


Q.—Then there was a preliminary 
Report of the Committee in reserves, 

and then the report of the Special 
’ Committee on Uniform Commissions 
to the Life Managers’ Association is 
set out in full, and it reads in this 
way: 

‘Owing to the various methods of 
remunerating agents, in use by the 
different Companies, your Committee 
has had some difficulty in arriving at 
any scale of commissions that might 
be accepted by all as a maximum rate 
to be paid for the securing and carry- 
ing on of the business. 


‘‘Many indications seem to voint to 
one fact as a certainty, that is, that 
on all sides too much is now being 
paid for new business. Not only is 
this the case, but a great deal of the 
business, even after it is secured at 
such a high cost, proves to be of a 
very transient nature, thus resulting 
in serious loss to the Companies. 

“Your Committee is of the opinion 
that the interests of the Companies 
would be greatly promoted in every 
way by making a considerable reduc- 
tion in the Commissions on the first 
year premiums, and an increase in 
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the commissions on the first year’s re- 
newals. The almost certain effects 
of this method of remuneration would 


e: 

(1) A reduction in the total cost to 
the Companies, without any decrease 
in the agent’s remuneration. 

(2) Better and more permanent 
business. 

(3) A lessening, if not an almost 
complete abolition, of the rebating 
evil. 

The schedule of commissions attach- 
ed hereto and recommended by your 
Committee for the consideration of 
the Managers, it is to be understood, 
is for the maximum commissions to 
General Agents where they are pay- 
ing all expenses of whatsoever nature 
(medical fees and taxes excepted) 
such as office, rent, travelling ex- 
penses, postage, exchange, etc. Wher- 
ever allowances of this kind are made 
to the agent by the Company, the 
commissions should be correspondingly 
reduced. 

It is recommended that a copy of 
this schedule be sent to each Man- 
ager and that he be invited to cor- 
respond with the Secretary of the 
Association not later than April 10th; 
offering such suggestions and amend- 
ments as he may deem necessary or 
advisable for the working out of a 
scheme of uniform maximum remun- 
eration that might be adopted by all 
Companies that are members of the 
Association, and if possible, by all 
Companies operating in Canada. 

‘“‘After receiving such suggestions, 
your Committee, if continued. would 
be willing to further consider the 
matter and report to the Association 
in time to have their report printed 
and circulated before the next meet- 
ing.’’ 

Q.—Then the rate of commission 
are set out on the next page, and 
the rates seem to be a great deal less 
than the rates being paid nowr_ A. 
—Yes, very materially less on the 
first year. 

Q.—And the whole principle is dif- 
ferent just in that way, that you have 
comparatively a very low rate, a very 
low commission on the first year, and 
then on the subsequent years for a 
few years you give better remunera- 
tion than has been paid? A.—yYes, 
and the fifth and subsequent years 
the commission is reduced to five per 
cent. 

Q.—Life, thirty and twenty-five an- 
nual payments, the first year com- 
mission would be thirty-five per cent., 
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second year twenty per cent., third 
year fifteen per cent., fourth year 
7% per cent., and the fifth year and 
subsequent years 5 per cent.; so that 
five per cent. would be payable con- 
eS throughout the policy? A. 
—Yes. 

Q.—To the agent or his representa- 
tives? A.—No, to the Agent so long 
as he is an Agent of the Company. 

Q.—And when he ceased to be agent 
of the Company then he would cease 
to receive the commissions? A.—Yes. 

Q.—In that connection, is it the 
fact that although the Agent’s con- 
tract is drawn so that he ceases to 
have any interest in renewal commis- 
sions, when he ceases to be an agent 
of the company, yet that he is treated 
to some extent by the Company when 
he leaves them in possibly rather a 
generous fashion by reason of the fact 
that he is losing his renewal commis- 
sions? A.—I understand that to be 
the exception; I personally know of 
no case in which that applies. In 
my own experience of some twenty- 
five years in the business, I have 
never known of such a case in either 
the Company I have been with or 
the Company I am with now. 


Q.—You know of no case where an 
agent, when he was ceasing to be 
with the Company, was given any- 
thing for losing the renewal commis- 
sions? A.—No. 


Q.—The contract is treated as a 
contract between the Agents and the 
Company? A.—So long as he is in 
the employ of the Company, and when 
he ceases employment with the Com- 
pany he ceases receiving remunera- 
tion from the Company. 


Q.—Without going through all the 
plans of insurance, I just want to 
run through some of the Commis- 
sions; 35 per cent. is the highest 
commission that is paid any year to 
any agent for any class of insur- 
ance? <A.—Yes. 


Q.—Life 20 annual payments, first 
year 30; 15 annual payments, first 
year 25 per cent.; 10 annual pay- 
ments, first year 20 per cent.? A. 
—Yes. 


Q.—35 or more annual payments, 
endowment policy, 35 per cent.? A. 
— Yes. 


. Q.—30 annual payments, first year 
30 per cent.; 25 annual payments, 
first year 25 per cent. ; 20 annual pay- 
ments, first year 20 per cent.; 15 an- 
nua! payments, first year 15 per cent. ; 
10 annual payments, first year 10 per 
cent., that is where it is an endow- 
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ment policy payable in ten years? 
A.—Yes. 

Q.—Second year premium, 20 per 
cent. is the highest rate, 20, 20, 15 
and 10, and it runs down to 73 for 


‘a ten year endowment? A.—Yes. 


Q.—The third year the highest per 
cent. is 15 per cent., and it runs down 
to 5 per cent. for 10 year endowment ; 
the fourth year the highest is 73 per 
cent., and it runs down to 5 per 
cent.P A.—Yes. 

Q.—The fifth year and subsequent 
years on all plans of insurance it is 
a uniform 5 per cent. and continues 
thus so long as the agent remains 
with the Company? A.—Yes. 

Q.—What action was taken on that 
report—I see it says *‘‘A copy placed 
in the hands of each member in order 
that action may be taken thereon at 
next meeting’? A.—Yes. 

MR. LANGMUIR: Q.—Has there 
ever been any effort made to secure 
greater persistency by the payment 
of a progressive commission, that is 
not paying the commission all in one 
year, but if it persists for say three 
years Pp A.—There was an at- 
tempt made at the time these com- 
missions were suggested under this 
scheme, the first year the commission 
instead of being a high commission 
of 50 or 60 per cent. was placed at 
35 per cent., then the second year 
20 per cent., and the third year 15 
per cent., and that fits in to the sug- 
gestion you have referred to. That 
was one of the objects of spreading 
it over, to secure the persistency of 
the business. 


MR. TILLEY: Q.—To do away 
with the heavy cost in the first year: 
that was somewhat in line too with 
the ideas you advanced the other day, 
that the commission should not be 
paid all out of the first premiums, 
but as it was a payment made to the 
agent for payments received by the 
company by way of loading, spread 
over a long time, that it should be 
spread, probably not spread so long, 
but considerable spread over those 
premiums and taken out of the load- 
ings by stages instead of all at one 
tamer. -A:—Yes,.. L..think, that.) this 
system is one of the best systems that 
has been suggested in connection 
with the remuneration of agents, and * 
also to secure the continuance of the 
business and to do away with rebat- 
ing. 

JUDGE MacTAVISH: Q.—It has 
not been universally adopted? A.— 
It has not been adopted at all. 
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MR. TILLEY: Has not the trend 
of affairs been the other way? A.— 
Yes. 

Q.—That companies in order to 
meet this competition for new busi- 
ness, have been loading their pay- 
ments to the agent on the first year? 
A.—Yes. 

Q.—Is that what you call broker- 
age? . A.—Pretty close to brokerage. 

Q.—What is the difference? <A.— 
Brokerage is a commission paid on 
the first year’s premium and no sub- 
sequent commission payable. The 
reasons, why this was not put into 
effect were these; there was a great 
diversity of. opinion amongst the 
members as to the manner of re- 
munerating agents. Some members 
contended that the only way to re- 
munerating agents. Some members 
by commission; then again the Am- 
erican companies contended for a 
high rate of commission the _ first 
year, and no renewals or small re- 
newals in subsequent years, and it 
was found that there was such a 
diversity of opinion among the mem- 
bers that it was impossible to put in- 
to effect a general scheme of that 
character. Another reason was that 
some companies claimed that they 
could not. very well break existing 
contracts with their agents. They 
had agreed with them under cer- 
tain 

Q.—On some other basis? A.— 
Yes. 

Q.—And it would be hard to make 
their Agreements all fall in at one 
time? A.—Yes, and some agents had 
contracts extending over a considerable 
number of years; some of them had 
a renewal interest at a different rate 
than that suggested in this report. 


Q.—What do you mean by contracts 
extending over a number of years, is 
it usual for a company to assure to 
an agent renewals for a definite per- 
iod whether he leaves the company 
or not? A.—No, it is not usual; I 
think it is done in some instances, 
but it is not usual. 


Q.—And in any case I suppose 
there would be more or less compan- 
ies that had agents where they could 
not terminate the contracts just at 
a month’s notice? A.—Yes. 

Q.—And that was a reason against 
tice fA ese 

Q.—Has there been any _ public 
feeling, any feeling on the part of 
the insuring public against agents 
receiving commissions on their prem- 
iums throughout the whole life cf 
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the. policy? .A.—No, not to my 
knowledge. 

Q.—Do you know whether that -s a 
fact, that the insuring public come 
of them, feel that it is quite a. hard- 
ship that something out of their preni- 
iums throughout their ‘life should 
go to your agent because he happens 
to write it up? A.—No, I have heard 
of the feeling, but I don’t think it is 


general. 
Ql. iswnotwaiiacporbatyaire,) An 
No. 


Q.—Then July 6th, I see the meet- 
ing was at Niagara-on-the-Lake, so 
that this only records part of what 
was done there? A.—Everytnine of 
a formal character was put in. 

Q.—Paragraph 7 of that Special 
Meeting: ‘‘The President announced 
that .Mr.. J. KF. Junkin, who had 
undertaken to prepare a paper on 
the subject of ‘‘Uniform Cowmmis- 
sions’? was unavoidably detained 
from being present. Mr. W. C. 
Macdonald. was asked. to read Mr. 
Junkin’s paper, which he did. (A 
copy of Mr. Junkin’s paper, as read 
by Mr. Macdonald, is appended 
hereto). The paper having been re- 
ceived, an interesting and very gen- 
eral discussion took place upon it, at 
the conclusion of which the follow- 
ing resolution, moved by Mr. T. 
Hillard, seconded by Mr. B. Hall 
Brown:—That in the opinion of this 
meeting the ratio of expense of all 
of the Life Insurance Companies in 
Canada is too high—was unanimous- 
ly carried? A.—No doubt about that. 

Q.—That represents all the action 
taken with regard to that paper does 
rhevangee Ween aoe 

Q.—And then I think the paper is 
here in the minutes? It is a paper 
read by Mr. J. F. Junkin at that 
meeting? A.—Yes. 

Q.—I will read the whole of this 
paper: 


‘“‘UntForM ComMMISSIONS. 


“By J. F. Junkin, Managing Direc- 
tor, The Manufacturers Life Insurance 
Co.,; read at the meeting of the Can- 
adian Life Managers Association, July 
6th, 1900. 

“In compliance with the request of 
the Association, I submit a few 
thoughts on the subject of Uniform 
Commissions, not intended in any way 
to exhaust the subject, but merely to 
open it for discussion, in the hope that 
an interchange of ideas may lead up 
to some united action of a practical 
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nature by the Companies operating 


in Canada; or failing this, that good 
will come out of the discussion by in- 
citing individual effort on the part 
of each Manager to correct the now 
prevailing tendency towards excess in 
the cost of securing new business. 

‘‘Karly in the year 1898, Mr. J. K. 
Macdonald, in a very able and inter- 
esting paper on ‘Uniform Commissions 
and Uniform Rates of Premium,’’ in- 
timated that the first step towards 
making the latter possible woud be the 
adoption of uniform rates of premium. 
This first step has been practically ac- 
complished. The few Canadian and 
British Companies that have not -yet 
adopted the uniform rates will, let 
us hope, do so in the near future. In 
any case, the great majority of the 
Companies are now in line in this res- 
pect, and the way is, therefore, clear 
for the second step, the main object of 
which would be the lowering of the 
price to be paid for the securing of 
new business. 


“Tf any Manager is still in doubt as 
to the necessity of such reform, he will, 
I am satisfied, be convinced by a care- 
ful examination of the expenses of the 
life companies on this Continent. Take 
for example the year 1899, and com- 
pare the total expenses of the Canadi- 
an Companies with their total prem- 
ium income, including single premiums. 
Out of thirteen companies, over five 
years of age, not one had an expense 
ratio of less than twenty per cent. ; 
four were between twenty and thirty 
per cent.; four between thirty and 
thirty-five per cent.; three slightly 
over forty per cent., and two consid- 
erably over fifty per cent. Even this 
record, however, compares favorably 


with that of the American Companies, 


whose example we have been following 
only too closely. 


‘“‘Omitting the Companies five years 
old or under, the expense ratios of 
the American Companies for 1898 
range from twenty per cent. to forty 
per cent., and of the other sixteen, 
from forty per cent., to eighty-four 
per cent. Among the latter class, at 
least five are between thirty and fifty- 
five years ‘in existence, and in Canada 
would be considered large Companies. 
Can anything, for example, justify a 
Company over fifty-five years of age, 
with a premium income of over $1,- 
300,000 having an expense ratio of 
forty-five per cent. of its total prem- 
jum income? The three large New 
York Companies have an expense ratio 
of about twenty-five per cent., when 
they could, with much greater profit 
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to their policy-holders, and without 
impairing their efficiency ,reduce it to 
one-half, or less. 

‘“When we stop to consider the na- 
ture of our business, and that we are 
practically Trustees, is it not expecting 
too much of a patient and long-suffer- 
ing public to presume that they will 
continue to hand us trust funds on 
the understanding that out of every 
three dollars we will charge them one 
dollar for the investment and care of 
the other two dollars? It has gener- 
ally been supposed, and ought to be 
the case, that the more thoroughly the 
public are informed on life insurance 
matters, the more wil] life insurance 
be appreciated, and the Companies 
patronized; but there are some facts 
in connection with the business as it 
is transacted in Canada and the United . 
States today that, if made too public, 
would not tend to increase our pat- 
ronage. What would be the eff@ct. if 
every Assurer realized that when he 
pays in one hundred dollars in life 
premiums, anywhere from twenty-five 
to fifty dollars goes out at once for the 
expenses of management, and that the 
same thing will happen next year, and 
the year after, and perhaps continue 
as long as he continues to pay an an- 
nual premium? It is only by looking 
squarely at the facts that we can real- 
ize where we are drifting. Can we, as 
Trustees in the face of such facts, 
claim that we are making the best pos- 
sible use of the funds intrusted to our 
care? 


“It .is somewhat of a relief to turn 
from this record of extravagance on 
the American continent to take a 
glance at the Life Insurance Companies 
of Great Britain, where the expenses 
of most of them range from five per 
cent. to twenty per cent. of the prem- 
ium income, about ten to thirteen per 
cent. being the most general. It is 
true their business bears a much small- 


-er ratio to the business in force than 


does ours, but might we not make as 
much real progress and do as well for 
our policy-holders were we to write 
less new assurance, at a more moder- 
ate cost, and, once having the busi- 
ness on our books, make a greater 
effort to keep it in force? By paying 
a fair remuneration for the securing 
of new business instead of the excess- 
ive commissions now prevailing, the 
Companies could afford to deal liber- 
ally with agents in the matter of re- 
newal commissions. This would have 
the effect of attracting to the business 
good men, and also of anchoring them 
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to their respective agencies and keep- 
ing them on their best behavior. An 
agent having a good renewal interest 
at stake cannot very well afford to neg- 
lect his business. 

“Under the present method the 
difference between the commission 
on first year premiums and that on 
renewals is so great that the agent 
is practically bonused, or at least 
severely tempted, not only to twist 
business from other companies, but 
to actually twist it in his own com- 
pany. There are several ways of do- 
ing this; but perhaps the most com- 
mon is to let the old policy lapse 
by studiously avoiding to call on the 
assured for the premium, or even 
sending him a notice, and then at 
a later date recommending a new 
policy and offering a rebate on the 
new premium as a modicum of con- 
solation for the loss of his old poli- 
cy. It is true that some of the com- 
panies have recently tried to meet 
this evil by inserting a clause in the 
printed part of their contracts to 
the effect that if a new policy is taken 
out within a certain period after the 
lapse of another on the same life, the 
agent will only be entitled to a re- 
newal commission, but such action on 
the part of these Companies only 
emphasizes the fact that the evil has 
become a serious one. 

“‘This, however, is only one of the 
ways in which brokerage or high first 
year commissions are responsible for 
our heavy lapse ratio. If an agent is 
headed off in twisting the business in 
his own Company by a clause of this 
kind in his contract, he will soon 
learn the trick of changing his Com- 
pany say every twelve months, and 
taking more or less of the business 
with him. This is made very easy 
for him by seventy-five per cent. 
brokerage, as he can keep a fair mar- 
ginal commission for himself and still 
allow his client such a large rebate 
as to reduce the cost for the previous 
vear to that of term insurance. A 
broker in Montreal was heard to boast 
that for seven years in succession he 
insured a wealthy farmer in seven 
different Companies and that his 
‘‘victim’? has not even yet learned 
that it was not necessary to take out 
a new policy each year. 

‘Thus does the system tend to lead 
our agents not only to twist our own 
business, but to leave our employ for 
that of another Company, which they 
will again serve in a like manner. 
Tf a greater part of the agent’s re- 
muneration were contingent upon the 
continuance of his policies. policy- 
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holders would be periodically visited 
and many who now pay only one pre- 
mium would be induced to continue. 
The lapses would also be less on ac- 
count of the better class of business 
that would be written, as less time 
and effort would be given to secur- 
ing assurances from those who are un- 
able or likely to be unwilling to keep 
their policies in force. As long as. 
the agent’s remuneration for secur- 
ing new business is from ten to twenty 
times more than for collecting a re- 
newal, the care of the renewals is. 
apt to have comparatively little of his 
attention, and the business secured 
at a considerable sacrifice is lost to- 
the company. 

Now, what is the effect on the Com- 
panies? On the average a compara- 
tively small increase in assurance in 
force each year, and that increase se-. 
cured at what may be fairly called an 
extravagant expense. 


“Tf the adoption of uniform com- 
missions and brokerages is likely to. 
enable us toeven slightly reduce these 
excessive first year commissions and 
brokerages, it is worth the _ trial. 
The fire companies, through their 
Association, have for some years suc- 
cessfully maintained a uniform prem-. 
ium and a uniform maximum rate of 
commission with great advantage to 
the business, and what they have. 
done should not be impossible to the 
Life Companies. 


As I understand it, the ‘‘Canadian 
Fire Underwriters’ Association,’’ to 
prevent rebating to the assured, 
adopted a commission of fifteen per- 
cent for business outside of Toronto 
and Montreal. As far as the Com- 
panies are concerned, it is simply an. 
honorable obligation. With ‘regard 
to the agent, however, if the low 
commission does not have the desired 
effect and he is discovered rebating, 
the policy is cancelled. If he per-- 
sists in the practice, his agency will 
be terminated and his business re-- 
fused by the tariff Companies. I am 
informed that the low uniform com-. 
mission has greatly reduced, if not 
obliterated, the practice of rebating, 
and the effect on the business has. 
been one of marked improvement in 
many ways. For example, formerly 
the agent was being continually temp- 
ted to transfer his allegiance from one 
Company to another by offers of in- 
creased commissions or bonuses. Now, 
having made a connection with a 
Company, it is likelv to continue for- 
years, as no other Company is in a. 


INSURANCE. 1273 


SESSIONAL PAPER No. 66 
42nd day, June 14th, 1906. 


position to outbid the one he is al- 
ready representing. The result is 
less expense to the Company and a 
better class of agent. 

“If we, as Life Companies, are, so 
to speak, selling the -same_ class of 
goods at the same price, it ought to 
be possible to fix upon a fair remun- 
eration for such sales. Having fixed 
on a rate of commission that is fair 
to the agent and safe for the Com- 
pany. I am fully satisfied that the 
body of gentlemen composing the 
membership of this Association can 
not only come to an agreement not 
to exceed this rate of remuneration, 
but that, having come to this agree- 
ment, it will be honourably carried 
out. 


Most reforms can be most easily in- 
troduced in a gradual way, and it 
might be well, at the beginning, to 
fix the schedule of maximum com- 
missions fairly high, and then gradu- 
ally lower it from year to year until 
a low water mark is reached, on the 
same principle that the Dominion 
Government is introducing the Pre- 
ferential Tariff. In this way the 
Companies that have been the great- 
est sinners in the matter of exces- 
sive commissions would be first com- 
pelled to approximate the proper 
limit, while the others are not hind- 
ered from going still further in the 
right direction. For this reason five 
or ten per cent. might be added to 
the schedule of first year commissions 
already recommended by the ‘‘Com- 
mittee on Commissions’”’ and five per 
cent. taken off the second and third 
years. 

The greatest difficulty that seems to 
present itself is the fact that all 
agents are not remunerated entirely 
by commission, some being paid sal- 
aries, some part salaries, some  ad- 
vances, and again others, in addi- 
tion to their commissions, being paid 
allowances such as office rent. tra- 
velling expenses, etc. It would al- 
most seem as if such cases would 
have to be left largely to the honor 
of the Manager in each particular 
case to see that the total cost to the 
Company does not exceed the lmit 
agreed upon. Even if an occasional 
case did occur where a mixed con- 
tract of this kind worked out a great- 
er expense ratio than that provided 
for, as long as the commission part 
of it were lower than the schedule 
named, it would be better than the 
present method of high brokerages. 
For example, an agent receiving 
fifty dollars per month and _ thirty 


Canadian Life Insurance Officer’s 
Ass’n. (T. Bradshaw, Ex’d.) 


per cent. graded commission is not as 
hable to offer a large rebate to the 
assured as if he were getting a brok- 
erage of say seventy per cent. 


“The agreement should be to the 
effect that the commissions and bonuses 
will never exceed the schedule, that 
where there is, in addition to the 
commission, other allowances, such as 
salary, office rent, etc., a correspond- 
ing reduction will be made in the 
commissions so that the total cost to 
the Company, safer as it can be 
reasonably estimated, will not exceed 
the schedule of remuneration agreed 
upon, and that, if it be found to do 
so at the end of a certain time, the 
terms of the contract will be corres- 
pondingly reduced. 


‘‘By reflex action, rebating forces 
up commissions, just as high com- 
misison encourages rebating. I would 
suggest that we couple with an 
agreement on Uniform Commissions, 
one framed to prevent rebating, to 
the effect that an agent convicted of 
rebating be dismissed from the ser- 
vice of the Company by which he is 
employed, and that for a period of 
one year he be refused employment by 
any other Company a member of this 
Association. For the trial of those 
accused a Committee of Investigati- 
gation might be appointed in Toronto, 
and one in Montreal. The Committee 
might report its finding to the Man- 
ager of the Company employing the 
agent, and the Manager report his. 
action at the next meeting of the 
Association. 


“T am well aware that agreements 
of this kind cannot be carried to a 
successful issue if the Managers indi- 
vidually are not in earnest and anx- 
ious to reform the honorable business 
in which we are engaged, but I have 
faith enough in the honor and integ- 
rity of the gentlemen composing the 
membership of this Assoviation to 
believe that, realizing the gravity of 
the situation, they will honorably carry 
out any agreement that may be entered 
into after mature deliberation. 


‘“‘A careful study of the facts must 
convince the most optimistic that there. 
are rocks ahead if we do not retrench 
and collectively as well as individually 
do all in our power to fulfil our pro- 
fessions of doing our best for the pol- 
icy-holders.’’ 

Q.—Do you know what the rocks 
were that were ahead? A.—Similar 
to what we have here. 
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Q.—We could treat this Minute 
Book as an Exhibit, I suppose, Mr. 
Bradshaw? A.—yYes, it could be re- 
turned. 

Minute Book filed as Exhibit 237. 

Q.—The Resolution upon that was, 
“In the opinion of the Meeting the 
ratio of expense of all of the Life In- 
surance Companies in Canada is too 
high’’—that was all that was done? 
A.—Yes. 

Q.—You say that at that time it was 
not considered at all whether entering 
an agreement of that kind would be 
treated as an agreement contrary to 
law, joining together by the members 
and agreeing that certain rates shall 
be paid, and no higher rates shall be 
paid? A.—It was not regarded so by 
the Association. 

Q.—In the same way with an Agree- 
ment as to premiums, I suppose no 
such consideration as that would ever 
come up? A.—No. 

Q.—It was, you say, a bona fide 
effort on the part of the managers to 
bring about better conditions for pol- 
icyholders and for the insuring pub- 
lic rather than to get the matter in 
any shape that an arbitrary premium 
could be charged against the proposed 
insuring people? A.—yYes, and there 
was also this view, it was thought that 
if uniform premiums were obtained 
then it would be simply a matter of 
rivalry amongst the companies in re- 
gard to expense and surplus returned 
to policy-holders. They were all on 
an equality, as it were, when they 
charged the same premium. 

Q.—It would be a case of getting 
the best results with the money in 
hand 2.).A.-— Yes? 

Q.—Was there ever any suggestion 
that if you could get an agreement 
working then later it would be possible 
to raise the premiums a little? A.— 
aris was never considered or thought 
of. 

Q.—There was never any suggestion 
of forming the Association or enter- 
ing into the agreemnt for the benefit 
of the insurance company as against 
the policy-holder ? A.—No, because 
the insurance company represents the 
policy-holders; the entire profits with 
the exception of five or ten per cent. 
of the profits, are returned to the pol- 
icy-holders. 

Q.—Then the persons who are chiefly 
interested in the Company look harder 
at the five or ten per cent. than they 
do at the ninety or ninety-five that 
moes to the nolicyv-holders? A.—T don’t 
think that true life insurance officers 
do. I think the true life insurance 
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officer has in view the best he can do 
for the policy-holders, and if he does 
well for the policy-holders he must 
necessarily do well for the share-hold- 
ers. 


MR. KENT: I think you said you 
had no sia to having the poli- 
cvholder as a Director? ~A.—No, I 
think I would not. 

Q.—Have you that burning desire 
to see him occupy that position in 
order to convert some of the mana- 
gers who think the policyholder 
should be kept out of sight as soon 
as he has paid his premium? A.— 
I don’t know that that view exists 
among my brother officers. 

Q.—It has been expressed before the 
Commission, that is why I speak of 
it? A.—I am rather inclined to think 
that the view is held that the policy- 
holders should be considered upon all 
occasions. 

Q.—Do you think the policyholder 
should be put on a pedestalP A.— 
No, I think that no one should be 
put on a pedestal. 

Q.—At least that he should not then 
be kept down out of sight, should 
not be sat upon? A.—No, they never 
are. 

Q.—That is the general complaint, 
that not only they are sat upon, but 
that worse happens to them? A.— 
I have not experienced that condi- 
tion. 

Q.—Your reply to a question in the 
course of your first examination was 
that it would do no harm to have the 
policyholder on the list of directors? 
A.—I think that I might say this, 
that it would do good. 

Q.—That is the reply that I ex- 
pected you to make, but unfortunate- 
ly you did not make it, you said it 
would do no harm? A.— Well I may 
say that now, that I think it would 
do good. 

Q.—If the policyholder represents 
90 per cent. of the good coming from 
life insurance, and the shareholder 
10 per cent., the policyholder should 
have say 90° per cent. of the repre- 
sentation, he should be given a fair 
show, which I am bound to say at the 
present time he never possesses. The 
policyholders are not given that po- 
sition in the management of any 
company, even the best, which “it is 
admitted by you and by several 
other fair-minded men that he has a 
right to occupy. All the witnesses 
are very solicitous about the policy- 
holder when it becomes a question 
of some grievance to be redressed, 


INSURANCE. 1275 


SESSIONAL PAPER No. 66 
42nd day, June 14th, 1906. 


some tax to be protested against, 
but when it becomes a question of 
allowing the policyholder an equal 
share in voting for the Directors, 
when it becomes a question of ad- 
mitting the policyholder to have some 
voice in fixing the salaries of the 
chief officers of the company, then 
the policyholder is never consider- 
ed. One thing that insurance mana- 
gers never seem to think of, still less 
to redress, is the increasing of cer- 
tain expenses in connection with the 
management. Expenses that are ex- 
clusively within their control. They 
have admitted that they cannot con- 
trol the agents. They certainly can 
control their own salaries, and that 
is what it seems to me not one has 
ever attempted to do and that is 
just at the root of the whole diffi- 
culty between the policyholder, the 
shareholder, the director and _ the 
manager. Three or four sharehold- 
ers, directors, get together; they ap- 
point a little Committee amongst 
themselves, bring in a report about 
the arduous nature of their duties 
and the necessity to pay adequate 
salaries. Straightway a motion is 
made and carried unanimously that 
so and so and so and so get an in- 
creased salary. One scratches the 
other on the back, he returns the 
compliment, and the: consequence is 
the policyholder’s expenses are raised 
without a single protest, and then 
they all fall upon the agent; he is 
getting a great deal too much in the 
way of commission. The agent 
naturally retaliates. He has not yet 
retaliated before this Commission but 
I expect that he will do so before 
it adjourns. He can probably throw 
some light on the other side of the 
question. I know agents have made 
representations to me that if they 
were given a fair show they could 
show that in provortion to the other 
parties deriving benefits from the in- 
surance companies their commission, 
salary, or whatever name you may 
give to it is not considerable. I am 
astonished that no agent has yet ap- 
peared before the Commission. T 
consider that they could afford valu- 
able information and that they could 
throw considerable light on the inner 
workings of insurance companies. I 
really hope that before this Commis- 
sion finally adjourns we will hear from 
the agents. It is asserted that they 
have ben rapacious in the past and 
are still so in the present. Surely 


they will rise to defend themselves 
sooner or later. 


Canadian Life Insurance Officer’s 
Ass’n. (T. Bradshaw, Ex’d.) 


MR. TILLEY: Mr. Bradshaw, I 
suppose that sort of an arrangement 
could not be carried through with- 
out the unanimous sanction of every 
company? A.—Commissions? 

Q.—Yes, and also premiums. I 
mean of every substantial company ? 
A.—Yes, it would require the con- 
sent of the important companies, 

Q.—It would require the consent 
of all the important companies? A. 
— Yes. 

Q.—Have I given the last of the 
minutes on that subject. A.—I think 
that is the last item. 

Q.—It dropped with this resolu- 
TiOme «wilt Veg, 

Q.—Is it fair to say there was fur- 
ther discussion about it later, and it 
was found impossible to carry it 
through? A.—Oh, it has been dis- 
cussed over and over again since then 
but it has never taken the form of any 
formal resolution. 

Q.—You have given me the reasons 
why that was practically impossible? 
A.—Yes. 

Q.—Partly by reason of the domes- 
tic arrangements of each company 
with its own agents at the time and for 
the other reasons that you mentioned, 
it was impossible to bring it about? 
A.—Yes, 

Q.—But connected with that was the 
fixing of the premiums as well, going 
along in the minutes, side by side, I 
notice is the question of fixing prem- 
iumsP A.—Yes. 

Q.—Was one essential to the other ? 
A.—No, not essential to the other. 

Q.—You could have carried through, 
you think, the arrangement as to fix- 
ing agents’ commissions, without re- 
gard to your premiums?  <A.—Quite 
SO.. 

Q.—But you could not do it with- 
out the support of all companies. Now 
all companies were not in the Associa- 
tion. A.—No, although an endeavor 
was made to bring in all the compan- 
ies in Canada. 

Q.—Into this plan? A.—Into the 
Association. The amendment to the 
Constitution which you read this morn- 
ing would indicate that it was broad- 
ened out so as to admit the American 
companies into membership. 

Q.—Did any companies come in as 
a result of that? A.—The American 
companies were invited to come in but 
there was a difficulty found in their 


representatives not being able to be 


present at the meetings. For example 
they could not suggest a proper officer 
to attend. 
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Q.—Did any companies in particular 
of the larger companies refuse to enter 
into this arrangement as to commis- 
sions? A.—Of the Canadian compan- 
les P 

Q.—Yes. A.—I cannot speak of in- 
dividual companies. That is I don’t 
know. I cannot recall individual com- 
panies. 

Q.—It did not get that far, probably 
that any company was called upon to 
agree. A.—To signify. 

Q.—The result of the general dis- 
cussion was that it was evident that 
the difficulties which were raised, real 
or imaginary were such that it could 
not be carried through and that was 
practically the way it was leftP A.— 
That was it, yes. 

Q.—If something of the nature that 
you outlined there today by agreement 
would be beneficial—and you think it 
would? A.—I do. 

Q.—Could that be brought about by 
legislation, do you think? A.—I think 
if it were deemed practicable through 
an agreement, it would be found work- 
able by legislation. 

Q.—Do you think that that would 
be a fair thing to legislate on under 
the present condition of life insurance 
business? A.—Well, I can hardly ex- 
press myself in that respect. 

Q.—I am asking whether it would 
be an undue restriction on the free- 
dom of a company in your opinion? A. 
—I hardly think it would. 

Q.—You think it would not be an 
unfair restriction on them? A.—I 
don’t think so, although I wonld not 
like to speak for the Association on 
that point. I am speaking individual- 
ly. 

Q.—Individually you think that if 
some scheme could be devised that 
could be enforced and carried out 
that it would be beneficial from an 
insurance standpoint. A.—I do. 

Q.—And have you anything better 
to offer in the way of what should be 
fair commissions and that you think 
should be divided than the schedule 
which is attached to that resolution? 
A.—I was one of the members of this 
committee. 

Q.—Then I would not expect you to 
criticize that, unless you have 
changed your mind since. A.—We 
gave a great deal of consideration to 
the scale of commissions, and I 
thought then and I have not changed 
mv opinion now, that it is a_ fair 
scale of commissions. 

Q.—Was that scale of commissions 
fixed by you three gentlemen, or was 
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it two or three? A.—I think three 
or four. 

Q.—By the committee, whatever it 
was; was it fixed by yourselves, act- 
ing on your own initiative? Or was 
it arranged after discussion with 
other insurance men, was it pretty 
well the concensus of opinion? A.— 
It was the result of the views of the 
committee alone. 

Q.—At the time it was presented? 
A.—Yes, but I may say that we had 
several meetings before we fixed on 
these commissions. They were not 
arrived at hurriedly; they were care- 
fully thought out. 

Q.—And probaby, I suppose, as a 
result of more or less discussion that 
each of you would have with other 
people? A.—Yes, that might be the 
the case. . 

Q.—Your views would probably be 
partly your own and partly developed 
by talking with other people? <A.— 
Other insurance men, yes. 

Q.—Then, after the report was sent 
in, what seemed to be the idea of the 
other members of the Association as 
to the scale of the commissions? A. 
—I think that I may say that all, 
or nearly all, of the managers would 
have liked to have such a scale put 
into effect. I think they all believed 
that these commissions were fair com- 
missions, and that the adoption of 
such a scale would have a_ beneficial 
effect upon the conduct of the busi- 
ness. 

Q.—And that the commission was 
large enough for all practical pur- 
poses, as much as the agent should 
be paid? A.—We deemed so. 

Q.—Then. I believe, that when the 
Act came into force changing the 
basis of computing the reserve, that 
that involved a good deal of work. 
did it not, on insurance companies? 
A,— Yes. 

Q.—Would you explain just what 
work that would involve? A.—As 
soon as the Act came into effect it 
was essential for the companies’ to 
tabulate new tables. of reserve; the 
rate of interest having been changed 
that necessitated a change in the 
values of policies and a committee was 
formed to calculate the reserves on a 
new basis. 

Q.—Was that on February 24th, 
1900? ; JA.—-l. think, probably, 1 
wonld be about that time. 

Q.—Resolution No. 6. Mr. Sand- 
erson presented the Preliminary Re- 
port of the Committee having in 
charge the compilation and publica- 
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tion of the 34 per cent. reserves. The 
Association decided to leave all de- 
tails in connection with the work in 
the hands of the committee. That 
does not name the committee. A.— 
The committee was composed of Mr. 
Sanderson, Colonel Macdonald and 
myself. 

Q.—That is the actuaries of the 
Canada Life, the Confederation Life 
and Imperial LifeP A.—Yes. 

Q.—Then on November 15th, 1900, 
the committe to whom was intrusted 
the compilation and publication of 
the 34 per cent. reserves, presented 
its report through Mr. Bradshaw, in 
the temporary absence of Mr. Mac- 
donald, the Chairman, and the report 
was adopted. Then a meeting was 
held when some presentation was 
made to each one of the committee? 
A.—Yes. 

Q.—What did the work of that 
committee involve? A.—It involved 
the compiling of reserves on the basis 
of the Institute of Actuaries Healthy 
Males Table of Mortality 34 per cent. 
interest; included the net premiums 
on that basis and both terminal re- 
serves and mean reserves, that is re- 
serves applicable to policies in the 
middle of the year and policies at 
the end of the year. Those values 
are the values which are now em- 
ployed by the companies in estimat- 
ing their liabilities on that basis at 
34 per cent. 


Q.—It is said here that it is com- 
piled by you three actuaries and pub- 
lished by the Canadian Life Mana- 
gers’ Association. Does that mean 
that the Life Managers’ Association 
had the book printed? A.—Yes. 

Q.—For the members of the Asso- 
ciation or for general distribution? 
A.—For general distribution. The 
companies were charged $25 per copy, 
and any person outside the Associa- 
tion was charged the same price. 
Quite a number of copies were asked 
for by American and British actu- 
aries, and I think even in Australia. 

Q.—That would, I suppose, be a 
work of great assistance to the smal- 
ler companies, would it notP <A.— 
Yes, to all the companies. 


Q.—Especially, I suppose, to those 
that had not their own actuarial as- 
sistance? A.—Yes. 


Q.—Was there any effort made by 
the Life Managers Association to keep 
this from the smaller companies, not 
members of the Association? A.—Oh 
no. 

Q.—Or was it the object to give them 
the benefit at what you might say was 
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the cost of the book? A.—It was free- 
ly given to those who applied for it; 
it was never kept back from anyone 
who desired it. 

_ Q.—Then, besides the regular prem- 
iums, leaving that for the present, I 
notice that there was some extra haz- 
ardous risks that were dealt with by 
the Association at certain times? A. 
—Yes, I have not got a memorandum 
of the date. 

Q.—On September Ist, 1895, I think 
it appears first; the question of extra 
rates for extra hazards was briefly 
discusesd by the President and Mr. 
Hendrie, but as no one had prepared 
especially to discuss the question it 
was decided to leave it for a full re- 
port at next meeting and a committee 
consisting of Messrs. Hendrie, Mc- 
Cabe, the President and Secretary was 
appointed. Apparently nothing was 
done on the subject at the next meet- 
ing and the matter stood until Febru- 
ary 24th, 1900, when a special report 
was brought in. The report was re- 
ceived and a copy furnished to the 
members of the Association in order 
that action might be taken on it. The 
different occupations that were looked 
upon as being extra hazardous are set 
out in the schedule that is appended, 
and the extra premium chargeable is 
stated there. Was that ever carreid 
through? A.—Not by all the com- 
panies, but those extra premiums were 
adopted by some of the companies. 
~ Q.—Hach acted adopting or not 
adopting it for themselves, or was it 
aaopted by agreement by some of the 
companies ? A.—No, not by agree- 
ment. For themselves. 

Q.—That is, any company that ap- 
proved of it and considered that it 
would be wise for it to adopt 1%, did 
sor A.—Yes. 

Q.—Others left it just as it was? 
A.—Yes. 

Q.—So that is the only action 
taken by the Association with regard 
to that matter? A.—There is a com- 
mittee at the present time looking 
into the question of extra premiums 
in the light of more recent statist- 
ics and information and before long 
that committee will bring in a Re- 
port and a recommendation. 

Q.—Before long? A.—Oh, within 
a month or two. It is a pretty big 
question and has to be carefully 
handled and a great deal of corres- 
pondence has to be gone through. 

Q.—Probably you will be good 
enough to supply us with a copy of 
that when it is put inP A.—Yes. 
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ours make an announcement with re- 
spect to meeting again? 

JUDGE MacTAVISH: The _ ad- 
journment will be until 10.30 a.m. 
on Wednesday the 20th inst. We 
will go on from then and continue 
during the whole of the next week. 

(At 4.30 p.m. on Thursday, 14th 
June, adjourned to 10.30 a.m. on 
Wednesday, 20th June, 1906.) 


FORTY-THIRD DAY. 
MORNING SESSION. 


Toronto, Wednesday, June 20, 1906. 


EXCELSIOR LIFE INSURANCE 
COMPANY. 


_ MR. TILLEY: I propose this morn- 
ing to take up the Excelsior Life 
Insurance Company. 

i DAVID FASKEN, sworn, examined 

Wa 

MR. TILLEY: Q.—You are the 
President of the Excelsior Life Insur- 
ance Company? A.—Yes. 

Q.—Have you been interested in 
the company since its formation? A. 
—Since the formation of the Excel- 
sior Life, yes. 

Q.—It was first known as the Pro- 
testant Life Insurance Company of 
Ontario, Limited, was it not? A.— 
Yes; the Excelsior Life took over the 
Protestant Life, that was really 
what it was; they took over the sub- 
scriptions. 

Q.—Was it not merely a change in 
name? A.—There was really a change 
in the whole company, new men in it. 

Q.—There was a change in the 
shareholders, involving new manage- 
ment I suppose, and a re-organiza- 
tion?  A!-——Yes. 

Q.—And the persons that were tak- 
ing an interest in it at that time 
took over the old company? A.— 
Yés. 

Q.—The company was_ incorpor- 
ated by letters patent? A.—yYes. 

Q.—Not by a private Act? A.—No. 

Q.—This is the first company we 
have had that was incorporated by 
letters patent, the letters patent be- 
ing issuel from the Province of On- 
tarioP A.—Yes. ; 

MR. TILLEY: I will put a copy of 


the letters patent; they are dated 7th 
August, 1889, they incorporate EKd- 


ward Frederick Clarke, Publisher, 
James Douglas Wells, Insurance 
Agent; John Ferguson, Physician; 


William Bell, Merchant; James I. 
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Hughes, Public School Inspector, and 
William Galbraith, Clergyman, all of 
the City of Toronto, under the name 
of Protestant Life Insurance Com- 
pany of Ontario, Limited. The incor- 
poration is under the Ontario Joint 
Stock Companies’ Act, and also pur- 
suant to the Revised Statutes of On- 
tario, under the Insurance Act con- 
tained therein. 

Letters patent filed as exhibit 238. 

Q.—Were you a party to the appli- 
cation for the letters patent? A.— 
No, we had nothing whatever to do 
with the company; I do not think it 
ever did business. 

Q.—The name did not seem to be 
permanently a very useful one? A. 
—I do not think it would appeal to 
business men to adopt such a name. 

Q.—I think it was changed by an 
Order in Council, dated 11th Decem- 
ber, 1889 (reads). A subsequent 
Order in Council, dated 11th Decem- 
cember, 1899 (Reads). Supplementary 
letters patent were obtained amend- 
ing the original letters patent—do 
you remember about that, that the 
original letters patent obtained pro- 
vided that the operations of the com- 
pany should be carried on in the city 
of Toronto, and at such place or 
places within the Province of Ontario 
as may hereafter be determined upon 
by the company? A.—Yes. 

Q.—And supplementary letters pat- 
ent were obtained on the 5th May, 
1897 taking out that clause in the 
original charter? A.—Yes. 

Q.— Why was that done? A.—To 
enable the company to do business in 
any other Province. | 

Q.—Was that at the time you were 
applying for a Dominion license? A. 
—We applied for a Dominion license 
later than that, but it was all in the 
same view. 

Q.—In view of an intention on your 
part to carry on your business outside 
of Ontario? A.—Yes. 

Q.—And, preparing for that, you 
would have this amendment made? 
A.—Yes. 

Q.—I think there was some corre- 
spondence with the Department on 
that subject? A.—Possibly. 

Orders in Council referred t© 
and supplementary letters patent a-- 
tached to exhibit 23% 


Q.—Have you ever considered the 
advisability of incorporating an insur- 
ance company under letters patent in 
that way, as compared with a private 
Act? A.—No. 


Q.—Have you found any inconven- 
ience by being under these letters 
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patent? A.—No, we have found no in- 
convenience. 


Q.—You have been able to carry on 
this business by virtue of the general 
clauses of the Companies’ Act and the 
Insurance Act just as well as if you 
had them all set out in a charter of 
your own? A.—Yes. 

Q.—I suppose it is safe to say Mr. 
EK. F. Clarke was the prime mover in 
bringing about the original incorpor- 
ation of the company? A.—That is 
before my time. 

Q.—You came into it shortly after? 
A.—I came into it when the Excelsior 
Life was formed. 

Q.—When the name was changed 
from the Protestant Life Insurance 
Company to the Excelsior? A.—Yes. 

Q.—Mr. Clarke was the original 
President? A.—Yes. 

Q.—And he was also manager for 
some years? A.—Not in the early 
years he was not manager; later on he 
was General Manager. He was ap- 
pointed General Manager in 1892. 

Q.—So that between the date of the 
incorporation of the company and 1892 
some other person occupied the posi- 
tion of Manager? A.—Yes, Mr. Lom- 
nitz. 

Q.—He became the President and 
General Manager, and continued to oc- 
cupy both positions down to what 
date? A.—He resigned his appoint- 
ment as Manager in 1898, and he con- 
tined to act as president for two years 
longer. 

Q.—Was that down to the time of 
his death? A.—No. 

Q.—He resigned the position of Pre- 
sident, and who was appointed Presi- 
dent? A.—TI was. 

Q.—When you became interested in 
the Excelsior did you become interest- 
ed as one of several persons that were 
taking an interest, or were you acting 
entirely for yourself and independent 
of any other parties? A.—Absolutely 
for myself. 

Q.—Did Mr. Gooderham take an in- 
terest in it at the same time? A.—I 
am not sure whether it was the same 
time or later. 

Q.—You did not take an _ interest 
because he was taking an interest in 
it? A.—No. 

Q.—But he may have taken an in- 
terest in it afterwards because you 
were in it? A.—No. I may say Mr. 
Clarke asked him to subscribe for 
stock; I would think so; I have no re- 
collection of that.at all. 

Q.—It was entirely independent of 
youP A.—Yes. 

Q.—It was not a body of persons 
going into the company with the in- 
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tention of taking control of it at that 
time? A.—No; in fact, Mr. Gooder- 
ham and myself had very little stock 
in the eompany. 

Q.—At that time? A.—Yes. 

Q.—Can you say what your holding 
in the capital stock of the company 
was originally? A.—My original sub- 
scription was only ten shares. 

Q.—How soon did it become any 
considerable amount? A.—About six 
years ago, I think. 

Q.—I see your original subscription 
was in October, 1890? A.—Yes. 

Q.—And at that time you subscribed 
for ten shares of the stock, paying up 
$150? A.—yYes. 

Q.—Had the call of 15 per cent. been 
made on the stock before you  sub- 
scribed or became interested at all? 
A.—No, mine is original stock. 

Q.—I understand practically nothing 
had been done towards organizing the 
Protestant Life Insurance Company or 
the Excelsior until you became inter- 
ested, excepting the getting out of the 
charter? A.—The getting out of the 
charter, and they had a number of 
subscriptions. 

Q.—But no stock had been allotted 


or calls made, or anything of that kind 


until you subscribed for your stock? 
A.—I think a number of people had 
certificates for stock, but I don’t think 
they started business; in fact, I know 
they did not start business. 

Q.—Your stock remained the same 


-until 1895, when you got a transfer of 


five shares more? A.—Yes. 
Q.—And then it remained the same 
until 1898? A.—I think that is right. 
Q.—When you increased your hold- 
ing of stock considerably? A.—Yes. 
Q.—And, I see, that you are quite 
right about Mr. Gooderham, appar- 
ently he did not become a shareholder 


-in the company till 1895? A.—Yes. 


Q.—Some years after you were a 
shareholder in it; he then took sixty 
shares. I notice at one time, April 
30th, 1901, you transferred a large 
block of stock to Mr. Gooderham? A. 
ay OS" 

Q.—Had that anything to do with 
any arrangement regarding the com- 
pany, or was that a purely private 
matter between you and Mr. Gooder- 


ham? <A.—A purely private matter. 


Q.—Nothing to do with any arrange- 
ment as to stock holding? A.—No, it 
was a sale of the stock to him. 

Q.—You afterwards purchased it 
back? A.—No. 

Q.—He kept that stock? A.—Yes. 

Q.—The original subscription for 
stock was on the basis of 15 per cent. 
call being made? <A.—Yes. 
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Q.—It was subscribed at par? A.— 
Yes. 


Q.—There was no premium on the 
stock? A.—No. 


Q.—We have had several companies 
that issued their stock at a premium; 
do you think that is advisable or 
necessary? A.—It is necessary in a 
life company, unless you have a certain 
number of men who join together and 
are prepared afterwards to put up for 
the impairment that must necessarily 
follow their doing business. 


Q.—That is where a company is 
commencing business by reason of the 
higher reserve which it must put up 
and maintain for its policyholders, 
that means the shareholders’ money 
ee be used for that purpose? A.— 
Yes. 


Q.—And if itis taken from your cap- 
ital, that shows an impairment of cap- 
ital? A.—Yes. 


Q.—And if it is not taken from 
capital, it must be taken from some 
voluntary payment or something which 
is not called capital? A.—Yes. 


Q.—Call it premium or bonus, or 
whatever you please, it must be some- 
thing as an extra to your stock? A.— 
Yes. 


Q.—Is it looked upon as objection- 
able for a company to have an impair- 
ment of capital? A.—It makes it 
much harder for agents to get busi- 
ness; the public do not understand it. 


Q.—It is a method of insolvency, so 
to speak, brought about by the insur- 
ance requirements? A.—Yes. 

Q.—It is not insolvency as we would 
regard it in another company? A.— 
No, a company perfectly solvent may 
show an impairment. 

Q.—But do I understand that one 
agent is careful to bring the fact to 
the proposed applicant’s attention that 
such a company has its capital im- 
paired? A.—That is the very reason 
why companies are anxious to avoid 
showing an impairment, so that agents 
cannot make capital out of it. 

Q.—As a matter of fact, I suppose 
there should be no real objection to 
showing an impairment of capital at 
that stage in the company’s business? 
A.—No. 

Q.—If it was not for the public 
effect? A.—The public effect, that is 
the only objection. 

Q.—There is no reason why the 
money should not be taken out of capi- 
tal just as well as to pay something 
extra, and take it out of it? A.—Pro- 
moting any business you require to ex- 
pend capital. 
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().—The first payment being 15 per 
cent., carried with it no bonus or pre- 
mium at allP A.—No. 

Q.—And the shareholders had not 
agreed to any such bonus or premium ? 
A.—No: 

Q.—What amount can you say was 
realized by the first call on the stock? 
A.—$52,500. 

Q.—That would be in 1890? A.— 
A.—Yes. 

Q.—Can you say how soon it became 
evident that there would be an im- 
pairment of capital in the ordinary 
carrying on of the business? A.— 
About 18938, and that was made by 
asking the shareholders to contribute 
5 per cent. bonus. 

Q.—Just there, let me ask you what 
kind of business the Excelsior Life was 
carrying on at that time? A.—Purely 
straight life business, ordinary life 
business. 

Q.—Were you on the Board of Direc- 
tors at that time? A.—Yes. 

Q.—Have you been on the board 
ever since you entered the company? 
A.—Yes. 

Q.—The Excelsior commenced writ- 
ing an industrial business? A.—Yes. — 
Q.—From its commencement in 
1890? A.—No, they did not commence 
the industrial business until 1895 or 

1896. 

Q.—So that for several years it was 
carrying on just the ordinary life in- 
surance business? A.—Yes. 

Q.—Then, in 1893 it was found that 
there would be an impairment of capl- 
talP A.—Yes. 

Q.—To what extent? A.—About, I 
should say, sixteen or seventeen thou- 
sand dollars; I am just figuring that 
out from the 5 per cent. 

Q.—Your recollection is that the 5 
per cent. was fixed as being the 
amount that was absolutely necessary ? 
A’Yes: 

Q.—You were not getting ready for 
a further impairment the following 
year? A.—No, nor would we have had 
any if we had not started the monthly 
business. 

Q.—1893 was the fourth year prac- 
tically of the company’s existence? A. 
—yYes. 

Q.—It was just coming to the point 
then where it would be put on a bet- 
ter basis? A.—Yes. 

Q.—And had it not been for opening 
up the industrial business that 5 per 
cent. bonus that was called at that 
time would have been sufficient to have 
kept your capital unimpaired all the 
time? A.—I think so. There was 
another amount of some five thousand 
dollars or something that we put up, 
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but the real trouble was when we went 
into the monthly business, and spent 
a lot of money in that from about 1895 
1896 on; then we had to make an- 
other bonus call, or ask the sharehold- 
ers to contribute 5 per cent. 

Q.—You speak of a sum of $5,000, 
when was that required? A.—TI can- 
not remember. 

Q.—I think it was in 1892, was it 
not? A.—I don’t know; I think you 
are likely right. 

Q.—The year before the bonus was 
raised? A.—Yes. 

Q.—And I think it was $5,500? A. 
—Something about that. 

Q.—And that was, I suppose, re- 
quired for the very same purpose, this 
question of impairment of capital? 
A.—Yes. 

Q.—That being the first amount 
raised in that way, can you tell me 
how that $5,500 was raised? A.—The 
directors raised that on their promis- 
sory note. 

Q.—What directors; all of them? 
A.—No, I think about four. 

Q.—Can you give me the names of 
the persons that were on that note? 
A.—Mr. Clarke, Dr. Ferguson, I 
think, Dr. Urquhart and myself and 
Mr. Lang. : 

Q.—There would be five of the direc- 
tors gave their promisory note to the 
company? A.—No, they gave it to 
the bank and raised the money; the 
bank gave the money to the Excelsior. 

Q.—Did the bank give the money to 
the Excelsior at that time? A.—We 
gave it to the Excelsior; we raised the 
money and gave it to the Excelsior. 

‘MR. LANGMUIR:—tThe note was 
discounted and the proceeds given to 
the company? A.—Yes. 

MR. TILLEY:—Was that money 
paid into the ordinary funds of the 
company at the time? A.—Yes, 

Q.—Was it or was it not left on a 
special deposit with the bank? A.— 
My recollection is it was paid into the 
company. 

Q.—My information is_ different, 
can you check that in any way? A.— 
No. 

Q.—Have you an account of that 
$5,500 here? A.—Mr. Marshall tells 
me that was put to the credit of the 
company, the same amount was left 
at our credit, that is, at the credit of 
the company with the bank, and a spe- 
cial rate of interest given on it. 

Q.—Explain that fully? A.—It is 
all paid off; otherwise I could get you 
the certificate. The directors gave 
their note to the bank, raised the 
money, and the company got. the 
funds; then the company carried the 
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same amount at their bankers, and by 
so doing there was a special rate of in- 
terest given. 

Q.—There was a special rate of in- 
terest given by the bank? A.—Yes, 
that was simply. 

Q.—What rate of interest was 
given? A.—I think it was 383 per 
cent. 

Q.—As I understand it, the note was 
discounted at the bank; that would 
produce the $5,500? A.—yYes. 

Q.—That, then, I suppose, was 
given to the company, and then the 
company made a special deposit; I 
suppose that was simply put in the 
books of the bank to the credit of the 
company in a special account? A.— 

es. 

Q.—What became of that special ac- 
count? A.—The loan was paid off. 

Q.—What loanP. A.—The loan 


‘which the directors got from the bank. 


Q.—It was paid off by whom? A.— 
By the directors. 

Q.—When was it paid off? A.—It 
was paid off from time to time in the 
course of several years. 

Q.—How was it paidP A.—My re- 
collection is there was a commuted 
commission agreement between Mr. 
Clarke, representing the directors, 
and the company 

Q.—When you say a commuted 
commission agreement, what do you 
mean? A,.—Where there would be an 
agency, where money was expended and 
commissions coming in, it would not 
have to be paid for again; that money 
would go to the credit of Mr. Clarke, 
to whom it was assigned. 

Q.—Have you a copy of the agree- 
ment here? —No. 

Q.—Is there such a document? A. 
—There was such a document. 

MR. MARSHALL :—I have made a 
search, and I do not think it is in 
existence now. 

WITNESS :—If I can find it I will 
let you have it. 

MR. TILLEY:—Some agreement 
was entered into between the company 
and Mr. Clarke whereby certain com- 
missions were to be credited to Mr, 
Clarke? A.—Yes. 

Q.—Commissions on what? A.—On 
business done, that the company had 
paid for. 

Q.—Why was that agreement en- 
tered into? A.—So that he would 
be able to get the money to reim- 
burse the directors. 

Q.—That agreement, I suppose, was 
entered into at the time the note was 
given? A.—Yes. 

Q.—And do you know to what ex- 
tent moneys were credited to Mr. 
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Clarke pursuant to that agreement? 
A.—They have all been paid off. 

Q.—The whole note has been paid? 
A.—Yes. 

Q.—Do you know at what rate it 
was credited to him? A.—$600 a 
year, or something. 

Q.—Have you the account here? 
A.—(General ledger produced). 

Q.—This account is headed ‘‘Com- 
muted Commissions,’ at page 276. I 
see by the ledger that payments were 
made under this commuted commis- 
sions’ account of about $600 each 
year? A.—Yes. 

Q.—And each quarter an item would 
be paid out representing the accrued 
interest on the note? A.—Yes. 

Q.—And that was carried along un- 
til by these payments of $600 a year 
the original note was wiped out? A. 
—Yes. 

Q.—In effect, the company paid the 
note? A.—Yes. 

Q.—And was that $5,500 standing to 
the credit of the special account in 
the bank during the whole of that 
time except in so far as it would be 
paid off in that way by the $600? A. 
—Yes. 

Q.—So that that $5,500 was never 
really taken from the bank? A.—No. 

Q.—It was always in the hands of 
the bank; so that, shortly, the way 
the transaction was carried through 
was this: That a note was given by 
the directors on which a certain sum 
of money, $5,500, was credited to the 
company in a special account in the 
bankP A.—Yes. 

Q.—And that money was chequed to 
the company each year to the extent 
of $600, and the company chequed out 
$600, going to apply on that note? A. 
—Yes. 

Q.—So that the company never got 
the benefit of that $5,500? A.—Yes, 
they did. 

Q.—How did they get it? A.—If 
anything had happened, the directors 
were liable for it. 

Q.—Was the company a party to the 
note? A.—No. 

Q.—Was it liable on it? A.—No, 
the company were not liable in any 
way on it. 

‘).—If default had been made, the 
rank could not have sued the com- 
pany? A.—WNo. 

Q.—Was the bank a party to the 
agreement regarding commuted com- 
missions? A.—No. 

Q.—So that it seems to be just in 
that shape, that there was an agree- 
ment with the directors, but there was 
no agreement with the bank? A.— 
No agreement with the bank. 
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Q.—That the company should pay 
$600 a year until that note was wiped 
out? A.—That is right. 

Q.—And until the transaction was 
cleared up? A.—Yes. 

Q.—I suppose that that $5,500 was 
used for some special purpose with the 
company? A,—It was simply for the 
promotion of the company’s business. 

Q.—Can you tell me what use was 
made of that asset by the company, 
was it to reduce other items in its 
expenses? A.—No, it would come in 
as part of the assets of the company. 

Q.-—Was it shown in the annual 
statement that was made up as be- 
ing cash in the bank? A.—It was 
shown as an asset; I don’t think it 
would be, I think it would be ordinary 
assets, and if at the end of the year 
there was cash in the bank it would 
be part of it. 

Q.—I want to know whether that is 
the way it was done, or was that 
money used just by way of reducing 
some items of expense, so that the 
expenses did not appear? A.—No, 
there is nothing of that kind in this; 
it is simply the case of an impair- 
ment the same as other things. 

Q.—Have you anything which shows 
how that money wag applied? 

MR. MARSHALL: This is beyond 
the time we were requested to give 
information, we have not looked into 


it. 

WITNESS: We will try and find it 
for you. 

MR. MARSHALL: I am informed 
by the Accountant it went in as cash 
on hand. 

MR. TILLEY: Q.—Can_ we check 
this from the books you have here? 
(Produces general ‘ledger and jour- 
nal). A.—Taking under the head of 
Head Office Salaries in the general 
ledger number 1 on December 3lst, 
1892, on the credit side of the account 
appear two items, December 3lst, By 
profit and loss $3,611.09, and By 
cash $1,000. Is that $1,000 that is 
credited there on Head Office salaries 
part of that $5,500? 

MR: MARSHALL: I don’t know. 

MR. TILLEY: It seems to be here 
on page 37 of the Journal; Decem- 
ber 3lst this entry appears: ‘‘Cash, 
Bank of Toronto, debtor $5,500; to 
Head Office Salaries $1,000, to Agents’ 
salaries $1,000; to Commissions $2,- 
000; to Agents’ travelling expenses 
$1,000; to Agency expenses $100; to 
Office expenses $100; to Legal ex- 
penses $200; to Advertising $100’’— 
so that that would show the applica- 
tion of that $5,500 on the 3lst Decem- 
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ber, 1892? A.—I suppose so; it is 
something I know nothing about of 
course. I know of no reason why 
they should apply it one way or the 
other. 


Q.—The money was used to feduce 
these items of expenditure that ap- 
pear in that statement? A.—I must 
leave you to put a construction on it, 
for I really do not know a blessed 
thing about it, and Mr. Marshall says 
he does not, he was not-aware of it. 
There is no use my swearing to some- 
thing I don’t know anything about. 

MR. KENT: It is Jike what we 
have seen with other companies, that 
the accounts were not what they 
should be. It is quite clear that it 
is an application by certain entries 
to reduce expenses that ought to have 
been shown at their real amount. 

MR. TILLEY: That of course was 
the point I just wished to establish 
there. There seems to be no question 
about that. 

MR. KENT: Somebody should be 
responsible for that sort of thing. . 
A.—You will have to go back to those 
in charge at that time for the respon- 
sibility. 

Q.—I understood you were in 
charge at the time. 


MR. TILLEY: No, Mr. Fasken was 
not President for some years A.— 
I owned ten shares in the company at 
the time, so I know nothing about 
it. 

Q.—Mr. Clarke was the President. 
A.—All these accounts as I under- 
stand it were gone over by the On- 
tario Inspector of Insurance and an 
explanation given about them. No 


individual was getting any benefit: 


from them in any shape or form. 
Q.—Would you show me the check- 
ing out of the $5,500 from the Bank 
of Toronto to the Company. I will 
have this taken down so as to make 
that complete. At page 16 in the 
Ledger is an account headed ‘‘Bank 
of Toronto Special’ Deposit’? and that 
shows the original amount, $5,500, 
and then each year afterwards a pay- 
ment out by the Bank of $600 to the 
Company, and then on page 276 in 
the Commuted Commission Account 
shows the payment back by the Com- 
pany of the same amount each year, so 
that the note, the deygpit at the bank 
would be reduced $60@ each year and 
the commuted commission payment 
would just go to pay that reduction. 
MR. LANGMUIR: Would that $600 


go in each year as dxpenses, commis- \ 


sion ? 
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MR. TILLEY: No, the whole 
account originally was used to reduce 
the expenses of the year in which it 
Was put in in the first place, and then 
the $600 paid out of that commuted 
commission account would appear as 
an expense of that year for commis- 
sions, in subsequent years. That is, 
the result of the transaction would be 
as I see it to not show $5,500 of ex- 
penses in the year 1892 but to spread 
that over at the rate of $600 a year 
for subsequent years. That is really 
what it resulted in. A.—That is the 
result and that is what was intended. 

MR. KENT: It would be an accom- 


-modation note repaid by the Company 


in a series of years. 

MR. TILLEY: Except that the 
company was not a party to the note 
Was it the understanding that it 
should be put through in that way. 

Q.—I think we understand the 
transaction, and as you say that was 
before your active association with the 
company that was not evolved by you. 
A.—No, that was not evolved by me. 

Q.—Were you a party to the note? 
A.—Yes. 

Q.—Then you knew what was going 
onP A.—I knew we were raising 
that money. I knew nothing about 
any suggestion of the application be- 
ing made in that way. 

Q.—What application do you mean? 
A.—The application of the money as 
you put it there. 

Q.—To expenses? <A.—Yes. 

Q.—On the 3lst of the year. A.— 
The way that is explained to me is 
this, prior to that time the Govern- 
ment had allowed as an asset certain 
commuted commissions, something of 
that kind, something for business 
done. About this time they ceased 
allowing that. The company had 
expended their money in getting their 
business and that sort of thing; for 
example if they had expended $5,- 
000 in establishing an agency; noth- 
ing had come back; that was a good 
asset to the company but the Govern- 
ment would not allow anything on 
it. Now if Mr. Clarke takes an as- 
signment of that asset he has a per- 
fect right to get the commissions cred- 
ited to him coming from that agency 
and in that way it would be reduced. 
Now that is the explanation at the 
time. 

Q.—Then see if we clearly under- 
stand what you mean. Before that 
time the Government had been in tne 
habit of allowing in the company’s 
statement where they charged them- 
selves with the reserve they owe their 
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policyholders, allowing them to credit 
an item for commuted commissions. 
A.—Yes. 

Q.—That is a sort of good will item 
for the business it had in prospect by 
reason of the expense it had been at? 
A.—Yes, wait until I ask if that is 
the right name for it. 

MR. MARSHALL: Well, I cite one 
an agent’s salary we debit ourselves 
with the salary paid but we are 
allowed to take no credit for the com- 
missions outstanding and which will 
ultimately come in and reduce that. 
That is the practice in the Dominion. 
In the early history of the companies 
you find they all took credit for com- 
muted commissions in that way. 


MR. TILLEY: I did not know that 

that was the case where you would 
pay an agent by salary. 
_ MR. MARSHALL: Well, I cite one 
instance. There may be a case where 
an agent is under a commission con- 
tract which gave him the renewals 
for a few years and he may be leaving 
the service of the company and the 
company may agree to commute, or 
by a single payment to discharge that 
liability. 

MR. TILLEY: Quite'so. Then the 
company simply pays out the amount 
he commutes that commission at and 
that denotes the payment. 


MR. MARSHALL: We _ did not 
know that this was required. I can 
find the origina] list. of policies and 
insurances which were embodied in 
that agreement. It may, take some 
time to find it but it is in existence 
somewhere and I can furnish it to the 
Commission. We have moved three 
times since then. 


MR. TILLEY: I would be very 
glad to have that. Then you will get 
for us the original agreement with 
Mr. Clarke and the statement with 
relation to that about the commis- 
sions. At any rate you say, Mr. Fas- 
ken, that there was a change in the 
method of the treatment of some of 
these accounts by the Department as 
to allowing the company to take 
credit for certain items. A.—What 
was told me when I signed that note 
and the statement was being made up 
was that such a thing had been done 
by the Insurance Department in the 
past but it was no longer allowed so it 
could not be put in as an asset, but 
that it was a good asset and, of 
course, I know it is a good asset and 
the particulars were given us to show 
that that money that we were becom- 
ing responsible for would come back to 
Mr. Clarke by way of commissions and 
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would wipe out that note, and that 
there was ample there to do it. 


Q.—Those commissions that were 
paid to Mr. Clarke were not com- 
missions, as I understand it, earned 
by Mr. Clarke in any way? A.—No, 
but they were purchased for Mr. 
Clarke by us, putting that money in 
the bank to the credit of the company: 


Q.—The money that was put in the 
bank to the credit of the company was 
treated in that way? A.—And Mr. 
Clarke was only there as trustee for 
the rest of the parties who signed the 
note. 


Q.—Probably we had better follow 
that up after we have got the docu- 
ments, if there is anything more to be 
said. Then the next date at which 
money had to be paid in, in order to 
prevent an impairment of capital, was 
about the year 1893; that would be 
the following year? A.—That is the 
5 per cent., yes. 


Q.—Have you the papers here that 
show the call of that 5 per cent. on the 
shareholders? A.—No, I don’t re- 
member anything about it, as a mat- 
ter of fact. I don’t think you will 
find those papers here, because the 
circulars sent out led us to understand 
that we only had to give information 
from the time that we came under the 
Dominion Government. You under- 
stand, we are not objecting or neglect- 
ing to give you that information. If 
you want any information you will get 
it aS soon as we can get it for you. 

Q.—It is quite fair that you should 
make that statement. That is the 
way you understood the circular. A. 
—Yes.. 

Q.—Although the circular said for 
fifteen years? 

MR. MARSHALL: No; it reads, 
only from the time we have been in- 
corporated under Dominion license. 

MR. TILLEY: We will get the facts 
anyway, and that is the main thing. 
Then, that 5 per cent. bonus; at that 
time you did not in any way increase 
your holding of capital stock in the 
company at the time that bonus was 
levied? A.—No. 

Q.—It was not a liability that the 
shareholders were bound to pay? A. 
—No. 

Q.—Did any of them refuse to pay? 
A.—I think two or three; not refused, 
but neglected. I don’t think they 
could be found. 

Q.—You cannot tell from memory 
the sort of circular or information 
that was supplied to the shareholders 
as justifying the calling upon them 
for 5 per cent. bonus? A.—No; I had 
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not sufficient interest in the matter 
then to bother. 

Q.—The same amount could have 
been realized by a call on the stock? 
A.—Certainly. , 

Q.—Do you know why the directors 
did not pursue that course? A.—That 
would only have been putting it on the 
other side of the ledger. It would 
not have improved the impairment of 
capital. 

Q—Then was there any special tran- 
saction regarding that 5 per cent. 
premium to which you were a party, 
by way of any negotiation or arrange- 
ment with the bank? A.—WNo. 

Q.—There was nothing special about 
it at all? A.—No. | 

Q.—The call was made for the money 
and was it paid in in anticipation of 
the shareholders paying the bonus? A. 
—No, they just paid in as they could 
be got hold of. They were simply ask- 
ed to pay it in and they paid it, there 
was nothing more about it. 

Q.—Then the next time that a bonus 
was required was in the year 1898, I 
think? A.—Yes. 

Q.—When you asked for a 6 per 
cent bonus? A.—Yes. 

Q.—In the meantime you had taken 
up this industrial business? A.—Yes. 


Q.—Was that with your approval, I 
mean did you regard it when you 
started on it as being a judicious 
thing for a life insurance company? 
A.—No, I was against mixing up the 
two kinds of insurance. I had very 
little interest in the company at the 
time and I had no reason to press it. 

Q.—Do you mind saying whether 
your experience justified you in your 
opinion in the stand you took on that 
point? A.—Yes, it did. 

Q.—You think it is unwise for a 
company to try to carry on_ both 
branches of the business? A.—I cer- 
tainly do. 

Q.—Mr. Geary asks whether it was 
industrial or provident? That is prac- 
tically the same? A.—We look upon 
them as both the same. We used to 
call it monthly. Some call it indus- 
trial. We call it the monthly business. 
Some of them have weekly payments. 

Q.—The weekly was called industrial 
by the Union Life, and the Provi- 
dent was monthly. But that prob- 
ably would be names chosen by the 
. company itself. A.—Yes. 

Q.—As applicable to its own busi- 
ness. From your experience, Mr. 
Fasken, what would you say as to 
the industrial business if carried on 
separately from ordinary life insur- 
ance business? A.—In what way? 


Excelsior Life, (D. Fasken, Ex’d.) 

Q.—Can you say roughly how the 
premiums would compare with ordi- 
nary insurance ‘in your experience? 
A.—The premiums are much higher, 
very much higher, | 

Q.—As to the propriety of it. It is 
mainly an insurance on children, is it 
not? A.—And very frequently on 
old people. Some old people want to 
provide simply for funeral expenses 
and that sort of thing. It is a very 
expensive insurance. It is hard on 
poor people. 

@.—Can you compare them by per- 
centage? 90 or 100 per cent higher, 
are they double? A.—I wouldn’t like 
to say that. Our monthly plan, Mr. 
Marshall tells me, is 40 per cent. 
higher. 

Q.—What would be your opinion as 
to the insurance of children at the 
age that these industrial companies 
insure them? I am told they insure 
them under 5 and between 5 and 10 
years of age. A.—Well, I cannot 
understand the object of people in- 
suring children like that. 

Q.—It is said that it provides a 
fund for funeral expenses in case of 
the child’s death, just as in the case 
of the older person you have men- 
tioned. A.—Well, it is quite different. 
An old person insuring himself is 
where no person will take care of 
him. Surely the parents will take 
care of the child’s funeral. 

Q.—Did you give it up entirely be- 
cause you did not think the two 
branches could be joined in one com- 
pany, or because you thought it was 
too expensive a line for you to carry? 
A.—It would take too much money 
for the company to promote and to 
carry on, we would have had to take 
money that belonged to the ordinary 
life business and that ought to go 
to them for profits. 

Q.—You would have to use that 
money to develop the industrial? A. 
—We were using it and we would have 
to use it. It takes a much larger 
sum to develop that stuff than the 
ordinary business. 

Q.—We have had some evidence or 
opinions expressed as to the possi- 
bility of selling and disposing of in- 
dustrial business at a _ substantial 
value. Can you say anything about 
that? A.—Well, if any company has 
a large volume of such business on 
its books, it has cost a great deal of 
money to put it there, so it ought 
to bring a corresponding amount. 

-Q.—Have you had any experience 
that would lead you to think that that 
large amount which ought to be real- 
ized can or cannot be obtained? A. 
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—Well, of course our company could 
have sold out. That is we could have 
sold out that part of our business. 

* Q.—Could you have sold it at what 
it cost you? A.—wNo. 

xX Q.—Or anywhere near that amount? 

—No. 

Q. —Can you say what percentage of 
the cost you would have got back? 
A.—No, I could not say that. 

Q.—You could not give any idea of 
what sum a company that owned an 
industrial business might properly put 
in its accounts as representing the 
goodwill of that, an item that could 
be realized by selling it and turning 
it over. A.—No. The offer that we 
had was about a year and a half’s 
premium on our business. 

Q.—That would be a very small 
offer would it not? A.—wWell, we did 
not accept it, we thought we had bet- 
ter work it out. 

Q.—Then in 1898 you say it was 
entirely by reason of this industrial 
business that you required to make 
another call for a bonus of 6 per cent. 
A.—Yes. We were pening up new 
territory also. 

Q.—Where were you opening up 
then? A.—British Columbia and I 
think Quebec about that time too. 
We were spending money in Quebec. 

Q.—In what territories are you now, 
outside of Ontario? A.—We are in 
the whole Dominion now. 

Q.—In each Province? -A.—Yes, 
we are not started very long in some 
of the Provinces. 

Q.—Are you carrying on business 
outside of CanadaP A.—No. 

Q.—You have no foreign field at all? 
A.—No. 

Q.—And I suppose the opening up 
of the other Provinces would be ex- 
pensive? A.—Yes. 

Q.—And all that, you say, brought 
about the result that you needed a 6 
per cent. bonus.P A.—Yes. 

Q.—Then I will put in a sample of 
the letter that was sent out. This is 
dated December 29th, 1898, marked 
‘‘confidential’’ and addressed to one 
of your shareholders at Toronto. 
(Reads Exhibit 239.) You say the 5 
per cent. bonus is unpaid? A.—I 
think there are only 2 or 3 individuals 
that that would apply to, so that that 
must be a particular letter rather 
than a sample. 

Q.—That is signed by Mr. Marshall, 
Secretary. Were you the President 
then? A.—In 1898, no. 

Q.—Mr. Clarke was still President. 
That letter speaks of a large percent- 
age of the shareholders who had al- 
ready agreed. ‘‘Two-thirds have ag- 
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reed to the proposition.’’ That would 
be, I suppose, the persons who 
were larger holders of stock, who 
would be consulted before the 
plan would be adopted to  ascer- 
tain whether it would be such 
a proposition as would carry 
the judgment of the larger holders 
of stock, I suppose? A.—The money 
was paid over before the end of the 
year and the different shareholders 
were asked to come in and pay their 
share. 


Q.—Can you say what date it was 
paid? A.—I think you will find it 
within the last 6 days of December, 
perhaps about the 26th or something 
like that. 


Q.—Of: December, 1898? A.—Yes. 

Q.—I see in November, 1898, you 
have largely increased your holding 
of stock in the company? A.—Yes. 

Q.—Have you any statement that 
shows how that was? A.—Yes, that 
was about the time. 


Q.—How many shares did you ac- 
quire during 1898? A.—About 690. 

Q.—In the months of November and 
December, 1898? <A.—Yes. 

Q.—And then in the beginning of 
1899 you acquired a good many more? 
A.—Yes. 

Q.—How many more did you ac- 
quire then? A.—I think altogether 
about 1,500 shares about the end of 
1900. 

Q.—Is that what you held at that 
time? A.—Yes. 

Q.—Or did you acquire ae at that 
time? A.—I had acquired down to 
that time. 


Q.—Then you have been acquiring 
shares since that? ‘:A.—Very few. 
—How much have you acquired 
since? A.—I am not referring now 
to the last purchase, you know. 
Q.—Not the new stock? A.— 
No. Of that stock that I had 1,500 
then, I have really less now. I 
sold some to Mr. Gooderham. I 
think I have only 1,231 shares, now. 


Q.—And what have you of the new? 
A.—665. 

Q.—Making in all 1,896 shares? A. 
—Yes. 

Q.—And the total share capital of 
that company is what? A.—5,000 
shares. 

Q.—Of $100 each? A.—Yes. 

Q.—So that you have in your own 
name at the present time 1,896 shares 
out of 5,000, and how many does Mr. 
Gooderham hold, or Mr. Gooderham’s 
estate? A.—813. 

Q.—And your brother? A.—14. 
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Q.—I suppose it is fair to say that 
the Gooderham Estate shares would 
vote along with your shares? A.— 
I don’t think it is fair. If it suited 
them they would vote just the op- 
posite. They would do just what was 
in their own interest. 

Q.—You think it cannot be said 
that your shares now represent a con- 
trol of the company? A.—No. 

Q.—Substantially there is control 
with the Gooderham shares and your 
own? A.—Yes. 

Q.—And so long as relations remain 
as cordial as they are at present I 
suppose they might be expected to 
vote together? A.—No, I would not 
expect them if it were not their in- 
terest, nor would they expect me if 
it were not my. interest to vote the 
way they wanted. 

Q.—You have many interests in 
common with them, have you not? 
A.—No. 

Q.—You think not? A.—No.: 

_ Q.—You think that is not a fair 
‘statement to make? A.—No. I act 
as their solicitor in a good many mat- 
ters. 

Q.—With emphasis on the good 
many. But outside of your profes- 
sional work as solicitor you say there 
are not many financial matters that 
you are interested in together? A. 
—No. 

Q.—You are referring now to the 
present time? A.—Yes, | 

Q.—Since when? A.—Well, since 
Mr. Gooderham’s death. 

Q.—With such a large holding, 
1,896 shares in the capital stock, I 
suppose that for all practical pur- 
poses that means control anyway, does 
it not? A.—I have never had any 
reason to act differently than if I 
only held one share, so that it has 
never caused me any— 

Q.—I am asking you (first about 
control. not whether you have abused 
control. What would you say about 
that? A.—No, if the other ‘two- 
thirds or whatever it is wanted to 
act in any way they could easily turn 
me down. 

Q.—But it would be hard to con- 
ceive of circumstances where all the 
other shareholders would combinel? 
A.—If I did anything wrong I would 
expect them to. 

Q.—Are there any other shares in 
which you are interested? A.—No. 

Q.—Have you any interest in Mr. 
Grass’s shares? A.—No, none what- 
ever. 

Q.—He is also a substantia] share- 
holder? A.—The shares I have given 
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you are all the shares I have any in- 

terest in, directly or indirectly. 
Q.—The policyholders in your com- 


_ pany have no voting power at all? 


A.—No. 

Q.—And there is no provision, ex- 
pressly stated at any rate in your 
letters patent that give you the right 
to pass by-laws for that purpose, there 
ig no reference to that subject at all? 
A.—No. 

Q.—In some cases we find it is obli- 
gatory to permit the policyholders to 
vote and in others they are permitted 
to pass by-laws for that: purpose. 
There is nothing in your Charter 
about that at all? A.—No. 

Q.—Has that question ever come up 
for discussion? A.—No, never. 

Q.—Would you approve of it? A. 
—I have not given ‘the matter con- 
sideration. I don’t see why they 
should not have a right, with the in- 
terests they have, I think it would be 
al] right. 

Q.—But you say there has never 
been any discussion of that at all by 
your company? A.—No. 


Q.—Then that 6 per cent. call hav- 
ing been made, was that arranged 
in any special way so that the com- 
pany would have the money avail- 
able without waiting for each indi- 
vidual shareholder to send in_his 
money? A.—The money was paid in 
to the company by cheque. 

Q.—Whose cheque? A.—I paid it 
in. 

Q.—Were yqu acting in conbert 
with any other persons in paying that 
in? Or was it on your own respon- 
sibility? A.—It+ was paid in on my 
own responsibility. 

Q.—Was it paid in to a special de- 
posit the same as this $5,500 was? 
A.—No, the money parted from me 
and I had no control over it in any 
shape or form afterwards. 

Q.—And the company assumed im- 
mediate control over it? A.—Yes. 

Q.—And used it for investment or 
any other purposes that it chose to 
make use of the money for, the same 
as any other funds that it had? A. 
—Yes. 

Q.—Did any person guarantee you 
with respect to the transaction? A. 
—No. | 

Q.—Did the company give you any 
indemnity? A.—No. 

Q.—Did it transfer to you by a 
formal assignment the bonuses pay- 
able by other sharelolders? A.—No. 

Q.—How was that carried through? 
Did they pay their money to the com- 
pany? A.—They ‘paid their \maney 
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to the company. This is how it was 
carried through; I put up the money 
and then I had to look to the other 
shareholders. When the matter was 
explained to them I expected that 
they would recoup me and that is 
the circular that is referred to there; 
they are told that any of them who 
have not the money, that an arrange- 
ment is made with the bank, I made 
those arrangements with the bank my- 
self, the company had really nothing 
to do with that whatever, they simply 
carried that on in that way and as 
their money came back’ I got credit 
for it. 

(}.—Then does this represent ‘an 

account of that matter, a statement 
sent to you by the company A.— 
That is evidently a statement. Yes, 
that is what it purports to be. I 
have no‘doubt I got it. 
_ Q.—That statement starts with the 
initial payment by you on the 31st 
December, 1898, of $25,093 and it 
says “‘by. amount advanced ‘to the 
company by D. Fasken.’’ Now was 
that a loan by you? A.—No. 

Q.—It was a definite payment of 
the bonus? A.—Yes. 

Q.—Without any special contract 
with the company or any formal as- 
signment of monies that would be 
payable by other parties? A.—That 
is right. No contract or agreement 
or suggestion of any kind. I knew 
perfectly well that I was going to get 
most of it back again, because I knew 
a great many of the shareholders. 

Q.—The larger shareholders had al- 
ready communicated? A.—I knew 
they would pay. 

(¥.—I see the account computes in- 
terest on this money? A.—yYes, and 
it charges it also. 

Q.—It credits the payments made. 
I suppose those would be payments 
made direct to the company? A.— 
Yes. 

Q.—The statement shows the num- 
ber of shares upon which the bonus 
was to be paid was 3,509, that was the 
number originally subscribedP <A.— 
Yes. 

Q.—And the number of shares upon 
which the bonus had been paid up 
to the date of the payment was 1,522. 
No. of shares held by stockholders 
other than Mr. Fasken upon which 
the bonus has not been paid, 640 
shares. Then you had 1,347 shares 
that you had to pay the bonus on 
yourself? A.—Yes, I had paid it as 
far as that goes. 

Q.—You had paid it on a great 
deal more than that. Then it says, 
Mr. Fasken holds 1,364 shares but 
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the following has been transferred to 
him upon which the bonus was paid, 
E. Marshall 10 shares and J. Fergu- 
son 7 shares. Prior to December and 
prior to this statement as early as 
November 14th, the first lot of trans- 
fers was made to you. Would you 
tell me the circumstances under which 
you got those shares on November 
14th, 1898? A.—There were no spe- 
cial circumstances other than they 
were purchased. 

Q.—Had you been trying to buy 
or people been trying to sell, or what 
had been occurring? A.—Well, about 
that time I think you will find in the 
newspapers there was all sorts of talk 
about this company being bought up 
by other companies and, of course, I 
know there was a party in Toronto 
here sending out and disturbing all 
our shareholders. 

Q.—Trying to buy the stock? A.— 
Trying to buy the stock, no doubt for 
another company, and then Mr. 
Marshall went around and saw a num- 
ber of them and I think Mr. Clarke 
saw some of them. The result was 
that they wished to get out, and any 
who did not wish to stay in we took 
their stock. 

Q.—When you say ‘‘we’”’ took their 
stock? A.—Well, I took most of it. 

Q.—Who took any of it besides 
yourself? A.—I think Mr. Grass got 
some. I would not be sure. 


Q.—Mr. Grass, I notice, increased 
his holding about that time. Any 
others? A.—Not to any large amount. 

Q.—Then that continued apparently 
two or three years, your getting 
stock? A—Any person who wanted to 
put their stock on the market. 

Q.—At a certain price? A.—At any 
price, they would send it in and if 
we saw fit to take it I took it. The 
object I had in buying after that; 
these small amounts, was that there 
would be no stock on the market, that 
we would not have any disgruntled 
shareholder. 

Q.—Had you disgruntled sharehold- 
ers at that time? A.—They were all 
afraid of what was going to happen. 

Q.—Was that by reason of this bonus 
of 6 per cent? A.—No, what started 
them was these articles that were ap- 
pearing in the newspapers, and people 
trying to buy their stock for another 
company. That is what started them, 
I think. 

Q.—Can you show me any transfer 
that pointed to any other purchase 
Se your own at that time? A.— 

O. 

Q.—You say it was thought by 
some and even mentioned in the press, 
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that some person was buying the 
stock? A.—Trying to get options on 
the stock. 

- Q.—Did it ever proceed so far as 

to get transfers of it made? A.— 
They did not get transfers. 

Q.—Then there was no purchasing 
being done? A.—They did not get 
the opportunity. 

Q.—Because you then decided to 
buy it yourself to prevent any per- 
sons being disgruntled? A.—And to 
prevent other people getting control, 
another company getting control. 

Q.—At the time when you started 
into it, you only had 15 shares in 
the company with a cash interest in 
the company of /225. Was it to pro- 
tect that investment? A.—I was sat- 
isfied that I would have a good in- 
vestment by buying them. That is 
why I purchased. 

Q.—You thought it was a good and 
prudent thing to do, to buy the stock? 
A.—Yes. 

es it at a certain rate? A. 
—No. 

Q.—Did you authorize purchases at 
one level rate or did you make indi- 
vidual transactions? A.—I think they 
were mostly individual transactions. 

Q.—Did you pay more than had 
been paid up on the stock? A.—In 
some cases I did. 

Q.—In the majority of cases? A. 


—In the majority of cases I did not | 


pay more than was paid up. 

Q.—Are you speaking of the 15 per 
cent. or the 15 plus the 5 per cent.? 
A.—The 15 per cent. plus the 5. 

Q.—So that in many cases you 
would buy at less than the $20 per 
share? A.—Yes. 

Q.—As low as what? A.—I really 
don’t know how much; 15 shares, Mr. 
Marshall tells me. What I remember 
about that is this. This was dis- 


cussed with several, that we would . 


not permit any slaughtering of that 
stock. It would not be good business 
policy to go and buy stock away down 
at 10 and that sort of thing because 
the stock could have been slaughtered. 
If you did you would spoil your com- 
pany. I ‘would) have been buying 
stock that would be no use to me 
afterwards; that is why every person 
got par at least. 

Q.—And no person got less than 
par? That is all the information I 
desire on that point. Was the pur- 
chase made by arrangement between 
you and Mr. Grass? <A.—No. 

Q.—Was Mr. Marshall, in seeing the 
shareholders, acting for you or Mr. 
Grass. or who was he acting for? 
A.—He was supposed to be looking 
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after the interests of the company. 
I was not hunting for this invest- 
ment, I could have made more money 
then and I could make more money 


now if I had never seen it, as far as 


that goes. 

Q.—What I wanted to get at was 
as to whether there was any arrange- 
ment or understanding between you 
and Mr. Grass? A.—There was abso- 
lutely no arrangement between us, no 
contract or understanding of any 
kind. 

Q.—You acted in concert, but that 
was allP A.—That was all. 

Q.—And you commenced then to in- 
crease your holdings from November, 
1898, and it is fair to say that since 
then you have been increasing them 
whenever a fair opportunity offered? 
A.—Yes. 

Q.—Was there any stipulation at all 
at that time as to control? A.—None 
whatever; never has been, 

Q.—There was no understanding 
that shares should be taken off your 
hands if you did not get a certain 
amount? A.—No, none whatever. 

Q.—How many shares made default 
in paying the $6 a share? A.—I 
think I am out just a_ little over 
$400. 

Q.—Are you out that or the com- 
pany? A.—I am out that. 

Q.—It has never been recouped to 
you in any way? A.—No. 

Q.—And there is no understanding 
about commuted commissions? A.— 
No, there is no understanding of any 
kind. 

Q.—Did you purchase the shares of 
any of the shareholders who were com- 
plaining about putting up the $6 a 
shareP A.—No, I don’t remember 
any of them complaining in that way. 
Some of them may have offered their 
shares when that was suggested. 

Q.—When they were asked for the 
$6? A.—Yes, they may have done 
that, but I haven’t that in mind at 
all, I haven’t any recollection of that. 

Q.—Who carried on the negotia- 
tions for the purchase of the stock? 
Did you do that or Mr. Marshall? 
A.—Mr. Marshall chiefly. 

Q.—Will Mr. Marshall be able to 
tell us whether any of the sharehold- 
ers were complaining about putting 
up this bonus and whether their stock 
was sold to you? A.—I. suppose he 
would be. 

Q.—He would know more about it 


_than you would, probably. A.—Well, 


I don’t know that he would know any 
more, because I would know every- 
thing that was being done in regard 
to every purchase I made. 
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Q.—Then is it not a fact that you 
got stock at that time from share- 
holders who would not otherwise have 
sold, by reason of this demand for 
the $6 per cent. bonus? A.—You 
mean that they got frightened of it? 

Q.—Either that they could not pay 
or got frightened. A.—If by that you 
suggest that any person was com- 
pelled to put up that 6 per cent., I 
say no. 

Q.—They were asked to pledge their 
shares with the Bank of Toronto? A. 
—That was only an option. That was 
what they could do. That was simply 
to help them, anyone who could not 
do it and wanted to do that. 

Q.—Was there any letter sent out 
except this one that I have read of a 
general character to shareholders? A. 
—You will have to ask Mr. Marshall 
as to that. 

MR. MARSHALL: There are num- 
bers of them. There are copies there. 
Those are practically the letters sent 
to all who had not paid. 

MR. TILLEY: As the list would 
boil down you would keep sending 
new letters? 

MR. MARSHALL: Yes. 

MR. TILLEY: Then I think pro- 
bably the best way is to read these 
letters and attach them all to Ex- 
hibit 239. A.—With regard to your 
suggestion about getting the stock in 
that way, I was advising them to 
hold on to their stock and they were 
always asked to hold on to their 
stock. There was no snap in the 
stock at the figures I was paying. 

Q.—You refused to let some of them 
have it back at the price you paid? 
A.—I refused within the last year to 
one man to let him have it back. 

Q.—Not longer ago than that? A. 
—I wouldn’t think so. Mr. Marshall 
tells me it was about three or four 
years ago, one of them. I don’t ‘fe- 
member that. 

Q.—Will you give me the name of 
the person you refused? A.—Dr. 
Urquhart. 

Q.—You refused to give Dr. Urqu- 
hart back his shares? A.—Yes. 

Q.—He was one of the directors? A. 
—He had been. But at the same 
time I offered him to take all my 
holdings if he wanted them and pay 
me the interest and that is open to 
him to-day too. 

Q.—You offered to give him all your 
shares in the company at what you 
had paid? A.—And interest, yes. 

Q.—This is the correspondence and 
would show fairly the attitude taken 
with these shareholders? The first 
letter is dated December 26th, 1899, 
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and there are five others dated Sep- 


tember 26th, 1900. (These letters 
were then read and filed as part of 
Exhibit 239.) That refers to the com- 
pany’s opportunities being good and 
expecting a good showing. Then an- 
other letter of the same date to an- 
other shareholder. One of the share- 
holders to whom one of the other let- 
ters is addressed (also filed as part. of 
Exhibit 239.) It ends up _by saying 


“Of you are unwilling or find it in- 


convenient to make this payment and 
will let us know the least price you 
will take, we will endeavour to find 
a purchaser for you.’ Is that the 
tenor of the letters that were sent 
out? A.—Mr. Marshall says that 
was the tenor of them. I have not 
looked them up. 

Q.—Then the balance you _ say 
amounting to about $400, you have 
not been recouped. A.—Not yet. 

Q.—Do you expect to be by the 
shareholders. A.—I may. 

Q.—Has there been anything done 
with a view to repaying to the share- 
holders this 6 per cent. as one letter 
mentioned? A.—No, and I never 
heard of that letter before. 

Q.—That is new to you? A.—Yes, 
they will no doubt look or expect to 
get some return for the money they 
have paid in, but such a matter has 
never been taken up by the board or 
any person else. It is only reasonable 
to expect it. 

Q.—It is not a debt owing by the 
ay, in any way? A.—Not at 
all. 

Q.—It cannot be paid to them ex- 
cept by dividend? A.—That is the 
only way. 

Q.—By a better dividend possibly 
and you have not started on the better 
dividends yet A.—Not yet. 

Q.—Then the next change in the 


~capital stock took place in the year 


1904? A.—Yes. 

Q.—Tell me just what change was 
made at that time? A.—We issued 
the balance of our stock. 

Q.—Before that, 3,509 shares had 
been issued? A.—Yes. 

Q.—Out of 5,000 shares? A.—Yes. 

Q.—And the balance of the stock 
was then issued? A.—Yes. 

Q.—Subject to a call and subject 
to premium? A.—Yes. 

Q.—What call was made and what 
premium ? A.—The new stock was 
issued on exactly the same terms as 
the old, that is 15 per cent. call, but 
it was sold at a premium of 50 per 
cent. 

Q.—I will read the letter that was 
sent out to the shareholders regard- 
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ing that call. It is signed by the Sec- 
retary and dated the 9th November, 
1904. (Letter read and filed as Ex- 
hibit 240.) Now why did you at that 
time issue new stock? A.—We were 
extending our operations at that time. 
We opened up in British Columbia 
and that requires capital. 

Q.—I thought you spoke of the 
opening of British Columbia in 1893? 
A.—Oh no. 

Q.—What had you done regarding 
the industrial business at this time? 
A.—We were letting it work off. 

Q.—You were not pushing that busi- 
ness? A.—wNo. 

Q.—Because I notice from the re- 
turns you sent in that you could not 
in 1904 atribu'te ainy need of mew 
money to the industrial business? A. 
a oO, 

Q.—Because instead of proving a 
loss, by reason of your not spreading 
in that direction it was becoming of 
some profit to you? A.—Yes. 

Q.—Then do you say that this new 
capital amount to $22,000 was ne- 
cessary for entering into other Pro- 
vinces? A.—Yes, and of course, we 
were writing, as you will see by that 
letter,—the proportion of business we 
were writing that year with previous 
years required capital. 

Q.—You were expanding rapidly? 
Ax—Yes, 

Q.—-And you decided that you 
would issue more capital—was it by 
reason of a fear of impairment of 
capital? A.—No. 

Q.—You had got past that stage: 
there was no chance of the capital 
being impaired? A.—Of course we 
could have written less business and 
stayed out of British Columbia and 
there was no earthly chance of im- 
pairment, because it was profitable 
that way, but the whole question was 
we were extending our operations and 
spending our money and then where 
should that money come from? It 
would not be fair to take it out of 
the policyholders profits; it should be 
charged up to capital account and 
the stock issued for it. 

Q.—Then do I understand that you 
could have gone on and enlarged the 
business as you did and used your 
accumulated profits or surplus in the 
business without having any impair- 
ment of capital? A.—We could have 
but we could not extend our opera- 
tions and that sort of thing by doing 
that. Ark 

Q.—But you could have done it in 
that way? A.—Yes, but we could 
not have declared profits to policy- 
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holders and have spent our money in 
the other way. ; 

Q:—You could not have declared 
profits to policyholders and also have 
spent large sums in new _ business ? 
A.—Not without showing impairment. 

Q.—You had reached a stage when 
to carry on jour company and with 
proper expansion you were not driven 
for new capital were you? A.—No. 

Q.—It was choosing a fund of new 

capital rather than a fund that you 
say the policyholders had an interest 
in? A.—Yes, you see we get very 
little out of that that would tell with 
the question of impairment. It was 
the premium part of it that would 
go towards that. 
_ Q.—It would be 50 per cent. prem- 
lum on the 15 per cent.? A.—Yes, 
$7.50, that is all that would go in 
that direction. 

Q.—$7.50 on each share could go 
to preventing an impairment of capi- 
tal, but that was not threatened ? 
A.—No. 

Q.—Then it was not necessary, we 
can put it that way, if you choose to 
use the money that you had, it was 
not necessary to bring in new money 
from the shareholders? A.—Oh no, 
there was any quantity of money al- 
ways on hand. 

Q.—And it was not necessary for 
the Government Return in any way? 
A.—No, that was not in our mind 
at all. This had been spoken of for 
a long time. Mr. Marshall was at it 
for several years, that it ought to 
be done. 


Q.—These letters would indicate 
that there would be no further neces- 
sity for extra money? A.—But Mr. 
Marshall’s contention always has been 
that we ought to have all our capi- 
tal issued and ought to have more 
capital to give the company a better 
standing. Those letters do not deal 
with that. 

Q.—It was put in this way, ‘“‘It is 
not expected that any further de- 
mand will be made on the sharehold- 
ers, on the contrary we believe that 
we will commence paying dividends 
on the stock? A.—This is not that. 
This is a sale of new stock, it is not 
a call on the stock. 

Q.—But the old shareholder was 
given his option to take his propor- 
tion and if he did not, what happened 
then? A.—Then it was divided - up 
again among the shareholders. 

Q.—What shareholders? A.—Those 
who did wish it. 

Q.—So that stock that was not 
taken by shareholders was offered to 


1292 ROYAL COMMISSION ON 


43rd day, June 20, 1906. 


all shareholders who were taking it, 
or just to certain of the shareholders? 
A.—There was no exception made in 
that. I wished to have one of our 
managers at Winnipeg, interested 
more in the company than he was. 
You will notice that he had quite a 
holding and I asked him to take more. 
He increased his holding. 


Q.—What did you do? A.—I took 
my own shares. 


Q.—You took what was properly 
allotted to you? A.—Yes. 
iecamuac you take any more? A.— 

oO. 

Q.—Did any shareholder at that 
time or any director increase his hold- 
ing out of proportion? A.—No, not 
out of proportion at all. Nobody 
was biting at paying 14 on a 7 per 
cent. investment which returned a 
little over 4 per cent. 

Q.—Had you any paying dividends 
at that time to shareholders? A.— 
Yes. 

Q.—How long had you been paying 
dividends? A.—We paid them since 
about 1901. 

Q.—And at what rate? A.—6 or 
7 per cent. 7 per cent. now I think 
it is. 

Q.—6 per cent. then? A.—Yes. 

Q.—Could not that money have very 
well stayed there to be used for ex- 
pansion? A.—That would not have 
been good business policy. You would 
have had all your shareholders dis- 
gruntled. 

Q.—Not the largest ones? A.—That 
makes no difference. It is the other 
fellows who count. They can do the 
talking out through the country where 
you are carrying on your business, 
and their money was there, and they 
ought to have their dividends. 

Q.—They ought to have some return 
on their money? A.—Certainly. They 
had waited long enough for it. The 
shareholders down to date haven’t got 
2 per cent. on the money they put in. 
They didn’t get a dollar for about 
eleven years. 

Q.—You have put in a table in your 
returns showing what one per cent. on 
the capital of the company would be 
from the commencement of the com- 
pany down to date, and it shows that 
the dividends that have been paid 
since 1901, the first year that a divi- 
dend was paid, commencing then with 
$2,969 being used for dividend pur- 
poses, that the amount actually paid 
to the shareholders averages a little 
more than one per cent., between 
one and two. <A.—yYes, I thought it 
was nearly two per cent. 


6 EDWARD VII., A. 1906 


Excelsior Life, (D. Fasken, Ex’d.) 


Q.—1.28 per cent. from the date of 
organization. That is what the aver- 
age return on the money would be 
to the shareholders? A.—Yes, that is 
all they got. - 

Q.—But there is nothing in your 
charter in any way to limit the amount 
that may be paid to your. share- 
holders? A.—No. ‘ 

Q.—You are not restricted as to your 
division of profits between sharehold- 
ers and policyholders? A.—No, the 
policyholders have nothing to complain 
of because they got their dividend in 
the first five years and they have been 
paid right straight along and the 
shareholders have stood out. 

Q.—We will take that up a little 
more in detail when we come to that 
part of the work. Then you say that 
by reason of that increase of shares 
that your holding has not increased 
except as it should progress? A.— 
That is my recollection. 

Q.—That concludes all that you have 
done by way of changing your capital 
stock since the company was first or- 
ganized? A.—Yes. 

Q.—Do you still think more capital 
would be better, or have you now all 
the capital that you think the com- 
pany requires? A.—We have all the 
capital the company requires to go 
along and do a certain amount of 
new business each year. 

Q.—If you wanted to expand rapid- 
ly? A.—Then you should have more. 
capital. 

Q.—The money must be spent if you 
want to expand? A.—Certainly. 

Q.—And it is either a case of using 
monies which might in the interval 
go to policyholders or else using money 
of shareholders which ultimately makes 
a larger share in the company’s as- 
sets which is allotted to shareholders? 
A.—Yes. 

Q.—Your investments have been 
mainly of what kind? A.—Real es-™ 
tate, with the exception of bonds that 
we have had to put up with the Gov- 
ernment, and of course loans on our 
own policies. 

Q.—I believe that loans on the com- 
pany’s policies are looked on as the 
safest sort of investment for the com- 
pany. A.—They ought to be the saf- 
est. 

Q.—There never is any loss on those? 
A.—Never can be. 

Q.—You never make a loan on a 
policy until there is an actual sur- 
render value in the policy? A.—Cer- 
tainly not. 

Q.—That rule has never been de- 
parted from in your company? A.— 
No, we have taken no chances. 
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Q.—Then except for the securities 
the Government required you say you 
have loaned on real estate. A.—For 
what the Government requires we have 
put up either Municipal bonds or Gov- 
ernment of Newfoundland bonds. Our 


other investments are mortgages on 


real estate. 

Q.—Have you ever had any stocks 
or bonds in railways? A.—wNo. 

Q.—Or call loans? A.—We-have 


not invested a dollar in stocks, bonds— 


or anything of the kind. 

.—And never loaned to brokers on 
such classes of securities? A.—No, 
we have absolutely confined ourselves 
to real estate investments, 

Q.—Did you do that because you 
believed real estate investments to be 
yielding a better return, or because 
you thought you were in the nature 
of trustees and should comply with 
that Act? A.—TIn the first place, I 
thought that our Charter would call 
on us to invest the same as trustees. 
Then when we went into the Dominion 
we had the power, I suppose, I don’t 
know whether we had or not. 


Q.—Have you considered that ques- 
tion? A.—It was considered in the 
office but I did not consider it. I 
think they came to the conclusion 
that we had the power. However, we 
did not change our policy of business 
because I think I know more about 
loans on real estate than I do about 
loans on stock. 

Q.—Probably it is by reason of your 
large knowledge of the latter that you 
have left them out. A.—Perhaps you 
are right. : 

Q.—What rate of interest have your 
investments returned to you? A.— 
About 5 per cent. odd. That is 
taking them, I understand, over the 
whole period. Last year it was over 
7, L think. 

Q.—In the year 1905 over 7 per 
cent? A.—Yes. 5.48 is the average. 

Q.—Could you tell me anything ex- 
ceptional in the last year that made 
the rates so high? A.—We have been 
getting better rates recently because 
our funds are out in Manitoba and 
the North West. We are paying a 
man a good salary there to look after 
our investments, and he is a very 
good man.and you don’t get anything 
less than 7 per cent. there hardly, you 
know. We get 7, 8, 9 and as high as 
10 on some. | | 

Q.—Do you think that it would be 
proper to restrict insurance compa- 
nies to trustee investments? A.—Oh 
I think that with large funds like some 
of these companies have, they ought 
to have more latitude. 
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Q.—Broader powers? A.—Yes, I 
think so. We don’t need them with 
the amount of money we have on hand, 
we can get plenty of investments. 

_Q.—There have been some transac- 
tions where your company has loaned 
from Mr. Gooderham, have there not? 
A.—In the sense that he has got the 
benefit of Mr. Harvey’s services at 
Winnipeg. 

Q.—I have it that in certain years 
certain mortgages were transferred 
by your company to Mr. Gooderham? 
A.—We sold them to him, but we did 
not make any profit out of that other 
than a charge for the attention we 
had given it. 

Q.—Do you kmow an what basis 
that was charged? A.—I inquired 
up at Osgoode Hall what was allowed 
on trustee investments and that sort 
of thing and fixed it about on that 
basis. 

Q.—With Mr. Gooderham? A.— 
Yes. 

Q.—That would cover Mr. Harvey’s 
services too? A.—Yes, cover every- 
thing. 

Q.—Would Mr. Gooderham’s money 
pass through your company in mak- 
ing the loan? A.—I generally sold 
him a batch. 


Q.—You would make mortgages and 
get the mortgages in your possession 
and sell. them to Mr. Gooderham? 
A.—Yes, we sold a number that way. 

Q.—Who would have the selection 
of the mortgages? Mr. Gooderham, 
I suppose, if he was buying them? 
A.—No, there was no selection. He 
took them as they came in, that is 
one after another on a whole line. 
If there were 100 mortgages he might 
take over twenty to forty, but he got 
no choice. 

Q.—Did-Mr. Harvey know he was 
lending for Mr. Gooderham? A.— 
He didn’t know for whom they were 
at all, 

Q.—Has any other person had 
transactions such as that through 
the Excelsior? A.—No. 

Q.—Would that be done when the 
Excelsior still had money to invest? - 
A.—Not at all. When we had not 
money to invest we got it from him; 
it was accommodation to us to get 
it and he was glad to get the invest- 
ments as far as that goeg, of course, 
but it was accommodation to us to 
get it, that is it was a benefit to us. 

Q.—Would you explain how it could 
be a benefit to’ you, other than the 
moneg, you would make from him, and 
you would be out of the investment 
between the time you would get the 
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money from him and the time you 
would re-invest it? A.—No, that is 
what we did not do. We were never 
out of funds; we always kept an over- 
draft in the bank, so that when loans 
would come in there would never be 
a time when money would be lying 
idle in the bank. We would always 
try to keep it out in investments. 

Q.—Then this would be at a time 
when you had over invested, so to 
speak, and had an overdraft in the 
bank, that this cheque would come 
in and be credited to the overdraft? 
A.—Yes, our object with the bank is 
simply that we shall not have idle 
funds, 

Q.—Is that going on now? A.— 
No, that is stopped. It stopped last 
year. 

Q.—But you cannot stop the over- 
draft? A.—Yes, unfortunately we 
did. A month ago. That is, we had 
not enough investments to cover the 
money on hand. We try that that 
shall not occur. I am told it was two 
or three years ago that that was stop- 
ped with Mr. Gooderham. 

Q.—Can you tell why that was 
stopped? A.—No reason. 

Q.—There was no particular ad- 
vantage in it for the company or Mr. 
Gooderham? A.—That is so. 

Q.—It was a mutual advantage; 
but not very much to either one in 
particular? A.—No. 

Q.—The other matters I have to 
take up with this company I will take 
up with Mr. Marshall. He has been 
with the company all the time and 
can speak of the insurance end pro- 
bably a little better? A.—Yes. 

By MR. GEARY: Q.—In speaking 
of the extension of your business and 
the cost entailed by that, do you re- 
fer to the cost of establishing the 
branches in the other Provinces? A. 
—Yes. 

Q.—Over aud above the commis- 
sion? A.—Oh yes. If you enter a 
new territury, for example we started 
in British Columbia, we pay that man 
$250 a month and he starts in to or- 
ganize the territory. He has got his 
office and all that sort of thing and 
before you get hardly any return you 
have expended quite. a little bit of 
money. 

Q.—And you have paid that out of 
youlr increase? A.—Certainly, we 
were paying that as we were going 
on. 

Q.—In extending ordinarily in On- 
tario? A.—That is a similar matter. 

Q.—The increase in cost would be 
only the first year’s commission? A 
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from the office. 


Q.—Have you covered practically 
the whole of this Province? A.— 
Pretty well in every part of it. 


Q.—Do you consider that you can 
get no further business out of On- 
tario, no further ‘volume? A.—Oh! 
we can get more, I think with a little 
better organization. We are doing 
our best to get that. 


Q.—Introducing a better organiza- 
tionP A.—As fast as we can. Chang- 
ing all the time you know. 

Q.—At the time you went into 
British Columbia you were not con- 
sidering increasing your organization 
in Ontario? A.—Oh no, all we are 
doing in Ontario is simply developing, 
not any special line. 

Q.—But you think you have to per- 
fect your organization here? A.—TI 
think it could be better than it is. 

Q.—At no increased cost >—A.—Oh, 
no. 

Q.—In regard tto investments in 
mortgages, one matter I was -asked 
to speak to you about. When you 
are handling a mortgage and doing 
the insurance as mortgagees, is there 
any percentage of the fire insurance 
premium that is retained by the com- 
pany? A.—No. 

Q.—They having a fire insurance 
office in close connection with the busi- 
ness of mortgaging, you place the in- 
surance in that fire insurance office, 
and do you ever get a commission, 
is there any deduction made from the 
regular rate, through having the 
amount of fire insurance business that 
you have? A.—We did have an ar- 
rangement at one time here. We 
have none now that our loans are 
nearly all in Manitoba. 

Q.—You got fa special premium? 
A.—Yes. é 

Q.—Was the whole premium pro- 
perly chargeable, charged to the mort- 
gagor? A.—I don’t know. My re- 
collection is that there was only about 
$75 in the whole thing, and then it 
was stopped. 

Q.—The difference in your special 
rate on your whole volume of busi- 
ness was only about that? A.—Yes. 

Q.—And you don’t know whether 
the company got the benefit of that or 
the mortgagor? A.—No, but at the 
present time all our mortgages are 
in Manitoba and I know of no such 
arrangement. I don’t think there is. 

Q.—Could you find out what the 
company profited by that arrange- 
ment you speak of, and let us have 
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a statement of that? A.—I will try 
and find out if I can. 

Q.—In regard to the cost of pro- 
curing real estate mortgages, you pay 
a percentage, I suppose? A.—Cer- 
tainly. 

Q.—And is it an annual inspection 
of the properties? A.—yYes, there is 
an annual inspection. 

Q.—How does the cost of that pro- 
curement of the business and of in- 
spection compare with the cost of 
brokerage in making investments on 
bonds? A.—You cannot make any 
comparison, 

Q.—There is a substantial expense 
of course? A.—Oh, certainly. 

Q.—How do you find your loans 
on real estate investments? A.—We 
have never lost a dollar neither in 
this Province nor in Manitoba, nor 
the Northwest. We have never lost 
one dollar on our investments. 

Q.—Were you concerned in the or- 
ganization of the company that was 
first put out? A.—No. 

Q.—You don’t know how they pro- 
cured their first staff of agents? A. 
—No, 

‘Q.—Or how they procured men to 
go on their directorate? A.—No. 

Q.—Or whether there were any in- 
surances to directors? A.—-No, there 
were not. I would know if there 
were. There was nothing of that kind 
or I would have heard of it. I cer- 
tainly got none. 

MR. TILLEY: Mr. Grass mentions 
to me, Mr. Fasken, that he always 
regarded it as of advantage to your 
company to make these loans which 
Mr. Gooderham would take, because 
there was a certain amount of life 
insurance got in connection with loans 
in the Northwest? A.—That would 
be an advantage I suppose. 

Q.—The life insurance that you 
would be able to make in that way. 
Who values the properties out there 
for you? A.—We have valuators all 
over, and then we have Mr. Harvey 
who goes all over the properties. 

Q.—Does Mr. Harvey get a salary 
or commission? A.—Salary only. 

Q.—Supposing he makes a loan on 
real estate and gets a life insurance 
policy as well? A.—Mr. Harvey has 
no interest in any shape or form in 
a loan policy or anything else. He 
purely has his salary and whether a 
loan goes through or does not go 
through, a risk goes through or not, 
he gets nothing, it is of no interest 
to him whatsoever, it is purely sal- 
ary. 

Q.—Is there any commission paid 
on such a policy of insuranceP A.— 
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In certain cases there will be, and in 
certain cases there will not. 

Q.—To whom would a commission 
be paid in such a case? A.—Probably 
to the agent who brings the risk. 

Q.—Is it ever paid to any person 
else? A.—Not that I know of. 

Q.—Are there any commissions paid 
to persons in the head office with re- 
spect to such business? A.—No. In 
respect to which? 

Q.—In respect to life i insurance poli- 
cies that are written either in con- 
nection with loans or in any other 
way? A.—Well of course Mr. Marsbh- 
all here, he has the right, and every 
policyholder and every shareholder has 
the right if they bring business in 
to get a commission on it. 

Q.—I am speaking now of policies 
written where no agent brings them 
in at all, but as the result of your 
loaning system? A.—No, nobody gets 
anything out of that kind of thing 
at all. 

Q.—The President does not anyway? 
A.—No, nor the Manager. He never 
gets it. I see every dollar he gets, 
and he gets none of it. 

Q.—There is no deduction made 
from such a premium at all? A.— 
None whatever. 

Q.—Do you get many policies where 
the company gets the full premium? 
A.—No, the business is generally 
sought after. We get some, but it 
amounts to nothing. 

Q.—Notwithstanding all the loaning 
business you do, and all the policies 
you get in connection with it, there 
is no volume in the business on which 
a premium is not paid” A.—We 
don’t get much loaning business, our 
loaning is all up there. 

Q.—One would think that there 
would be a large volume of business 
if you write policies along with the 
mortgage, and that there would be 
a large volume of business where you 
would not have to pay commissions? 
A.—Our commissions are lighter, but 
our expenses on inspection are very 
much heavier. Mr. Harvey is trav- 
elling that territory nearly all the 
time and it is very expensive. 

Q.—He passes on the securities? 
A.—Yes. 

Q.—And if any person brings a loan 
to him do you give that person a com- 
missionP A.—Yes. 

Q.—And if there is a policy do you 
give him a commission on the policy? 
A.—Mr. Harvey will make the best 
arrangement he can with him. 

Q.—Can you say what volume of 
insurante you write 1n a j€ar in port 
nection wrth mortgages? A.—N 
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cannot. I could find that out for you. 
About $100,000 I am told. 

Q.—About $100,000 each year? A. 
Yes. 

Q.—And on the most of that, not- 
withstanding that Mr. Harvey is on 
salary you have to pay a commission 
to some person on the transaction? 
A.—Sure, because he is not instru- 
mental in bringing it in, 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 p.m., June 20, 1906. 


EDWIN MARSHALL, sworn, ex- 
amined by, 

MR. TILLEY: Q.—yYou are the 
Manager of the Excelsior Life? A.— 
The General Manager.” 

Q.—How long have you been Gen- 
eral Manager? A.—Since Mr. Kenny 
retired from the service of the com- 
pany. ' 
Q.—What date was that? A.—Since 
February 13th, 1900. 

Q.—Since that you have been the 
Manager? A.—Practically. 

Q.—Before that for some time you 
were carrying on the duties of Man- 
ager? A.—No, I have only officially 
had the title of Manager since the 
first of the year. 

Q.—You were telling me the time 
from which you have been discharging 
the duties? A.—Yes. 

Q.—But you only had the official 
position for a few months? A.—Since 
the first of this year. 

Q.—How long were you Secretary? 
A.—25th August, 1891. © 

Q.—<And prior to that were you with 
the Excelsior? A.—Yes. I entered 
the service of the company in June, 
1890; I was instrumental in placing 
the greater bulk of the stock. 

Q.—That is the way you first be- 
came connected with the company, in 
placing the stock? A.—Yes. 

Q.—Has the company any actuary? 
A.—No, I have some actuarial know]- 
edge; I have never written for the 
examination, though I have been a 
student of the British Institute of 
Actuaries, but I have never written 
the examinations, I have never had 
the opportunity. 

MR. KENT: Do you remember if 
it was very easy to get stock sub- 
scribed at that time? A.—Well, at 
that time I imagine very much easier 
than it is now, because there were 
not half as many companies in the 
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field; there are more younger compa- 
nies doing business in Canada to-day 
than there are older. 

Q.—I would like you to give me an 
idea of what the inducements were 
that were held out? A.—One induce- 
ment would be of course the career 
of other Canadian companies and their 
successes. 

Q.—The Canada Life for instance? 
A.—Yes, the Confederation Life and 
the British companies, and other Col- 
onial companies; I think they were 
shown their experience. 


MR. TILLEY: That is what you 
would have said to His Honor if you 
had been trying to sell him stock at 
that time. What could you say now? 
A.—I could say a little more about 
it now. From a shareholder’s stand- 
point they have to make a great deal 
of sacrifice. 

Q.—Is it fair to say that it is not 
looked upon as being one of the things 
that a person goes in for merely in- 
vestment purposes? A.—The  share- 
holders have either to put up prem- 
iums or bonuses on their stock in 
order to insure the success of the 
company. 

Q.—They have to pay in money be- 
sides the dividend earning fund? A. 
—yYes, and there has to be the great- 
est economy practised in the office, be- 
cause that is the only place where you 
can practise it, because you have to 
pay the same as other companies. 

Q.—You say in the head office man- 
agement you have to economize? A. 
—We have always done. 

Q.—You would say the Excelsior has 
economized? A.—I do not think a. 
company with regard to its officers 
can show it practised greater economy 
than we have.’ 

Q.—You distinguish between the 
economy a cOmpany can practise with 
respect to its head office management 
from the economy that can be worked 
out with regard to the field work; 
why do you do that? A.—Since I 
have been connected with the com- 
pany there has been a marked increase 
in the remuneration we have had to 
pay our agents; up to nine years ago 
we had no agents in our employ that 
were getting over 55 per cent. graded. 

Q.—That is 55 per cent.- would be 
the highest commission paid on any 
plan? :A.—yYes. 
eee what plan? A.—Ordinary 
ife. 

Q.—Where the payments would be 
twenty payments or over? A.—No, 
all life paymentss 50 per cent. for 
twenty payments. 
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Q.—To what extent has that ad- 
vanced since that time? A.—To our 
District Managers and_ Provincial 
Managers we have to give now as 
high as 75 per cent. grading. 

Q.—Of the first year commission ; 
what about renewals? A.—74 per 
cent. is the highest we ever did pay; 
we are bringing that down to 5 and 
6 on all new contracts we are mak- 
ing. 
 Q.—On the old contracts it is still 
74; is that 74 in the case of your 
company continuous throughout the 
premium paying life of the policy? 
A.—During the agent’s engagement 
with the company. 

Q.—During the time the agent re- 
mains with the company? A.—Yes. 

Q.—And then if he leaves the com- 
mission ceases entirely? A.—The 
commission ceases entirely. 

Q.—Have you any contract with an 
agent in your company that his com- 
mission will extend beyond his ser- 
vice with the company? A.—No, we 
did have one contract where it con- 
tinued beyond a period not more than 
5 years, but that has been terminated. 

Q.—Have you had agents leave you 
who have been with the company for 
some years getting these renewal com- 
missions? A.—No. 

Q.—You never had that experience ? 
A.—No. 

Q.—Can you say whether in insur- 
ance business it is looked upon as 
the agent’s right in such a case, not 
legal right, but moral right, to get 
some consideration when he leaves the 
company by reason of these renewal 
premiums which he ceases to enjoy? 
A.—That would depend a great deal 
on what he received during the first 
year in my judgment. If the terms 
of his commission for the first year— 
some companies for instance pay 50 
per cent. the first year and 10 or 
20 per cent. on the renewal. 

Q.—On the first renewal? A.—On 
the first renewal, and 10 on the sec- 
end renewal, and about 7} on subse- 
quent renewals. 

Q.—They grade it? A.—Yes. 

Q.—In such a case as that would 
the agent by his contract have a right 
to the renewal after he leaves the com- 
pany? A.—I think he would, but we 
have never issued such contracts. We 
have an agent in our employ to-day 
who has claimed and obtained com- 
pensation from another company un- 
der a contract such as I specified. 

Q.—A contract where he was entitled 
after he left to get some commission ? 
A —Yes. - 

Q.—I do not want you to consider 
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that sort of contract at all; I want 
you to consider a contract where when 
the relationship terminates—  A.— 
That is a case. 

Q.—Is it looked upon as being the 
usual thing for companies when they 
terminate their relationship and are 
not bound by their contract to pay 
renewals, that they go on and give 
the agent some bonus when he is leav- 
ing? A.—No, I do not think that is 
ever done. 


Q.—It has been said that all re- 
putable companies, when the agent 
leaves them, even although he may 
not be strictly entitled to anything, 
that there is something allowed him? 
A.—I have no personal knowledge un- 
less it be one of the stipulations of 
the contract. 


Q.—So far as your experience goes 
the insurance companies like other 
employers adhere to the contract théy 
made with the agent? A.—Under 
the terms of our contracts agents’ 
interests in renewals cease with the 
closing of the engagement with the 
company. 

Q.—Do you know of any company 
that has the same sort of contract, 
and when the agent leaves them it 
gives him something by way of bonus 
or good will? A.—No, because we 
consider in paying the high rate of 
commission they commuted their re- 
newals. 

Q.—That is what I thought, that 
by reason of the high commissions 
that are paid while the agent is with 
you you do not feel there is anything 
owing him when he leaves? A.—We 
pay their services as they obtain the 
business. 

Q.—You say the Excelsior has en- 
deavored to keep down its head office 
expenses? A.—Yes. 

Q.—That applies, I suppose, parti- 
cularly to the managing direvtor’s sal- 
ary? A.—Well, that is not troubling 
me very much, the amount involved 
in that. 

Q.—It is not extravagant; I see 
the President, Mr. Fasken, draws 
$2,000? A.—Yes. 

Q.—How long has he been drawing 
that? A.—I think it is about four 
years. 

Q.—Prior to that what was drawn 
by the President? A.—$1,000, I 
think it was for two years, and prior 
to that he did not get anything ex- 
cept his director’s fees. 

Q.—I suppose Mr. Fasken devotes 
a good deal of time to the business of 
the company? A.~-Yes, he is daily 
in attendance at the office. 


1298 ROYAL COMMISSION ON 


43rd day, June 20, 1906. 


Q.—Is the work he does in that way 
charged in any way in solicitor’s 
bills? A.—No. 

Q.—I see that there is an annual 
allowance of $300? A.—$300 we pay 
our solicitors. i 

_Q.—That covers all the general ad- 
vice? A.—Yes, every matter except 
litigation. 

Q.—What are the director’s fees 
that are allowed? A.—$5 for each 
meeting of the Board of Directors and 
$3 for meetings of the Executive Com- 
mittee. 

Q.—Dr. Ferguson I see is allowed 
$1,200? A.—yYes. 

Q.—Besides the director’s fees? A. 
—Yes, and examination fees. 

Q.—Does the company pay his ex- 
amination fees? A.—Yes. 

Q.—Can you tell me what they 
amount to in a year? A.—I think 
last year they amounted to somewhere 
penne three and four hundred dol- 
ars. 

Q.—Is that as medical referee or 
medical examiner? A.—No, medical 
examiner. 

Q.—Is he also the medical referee? 
A.—Not on his own risks, not on the 
risks that he examines. 

Q.—But he is on other risks? A. 
—Yes. 

Q.—Who is the referee of risks he 
examines? A.—Dr. Ross largely. 

Q.—What does Dr. Ferguson get 
as medical referee? A.—$1,200. 

Q.—$1,200 covers all that? A.— 
Yes, 

Q.—And. he does some original ex- 
‘amination? A.—Yes, for which he 
is paid in addition. 

Q.—What fees are allowed for ex- 
amination in jour company A.— 
In the city here $3. 

Q.—No matter what the amount of 
the policy is? A.—No matter what 
the amount is. 

Q.—Have you any limitation on 
the amount of policy your company 
will issue? A.—No, we have a limit- 
ed amount we will carry. 

Q.—You will re-insure for over how 
much? A.—Over $7,500. 

Q.—That I suppose has been grad- 
ually increased? A.—Yes from $3,000. 

Q.—Up to $7,500? A.—Yes. 

Q.—What other director, if any, 
gets any special remuneration beyond 
his director’s fees? A.—None. 

Q.—Just the President and the doc- 
tor? A.—Yes. 

Q.—Are you a member of the 
Board? A.—No. 

Q.—Is there any Vice-President of 
the company? A.—There are two. 

O.—Who are they? A.—Mr. S. J. 
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Park, of Owen Sound and Mr. Ruliffe 
Grass, of the City. 

Q.—Are they paid anything? A.— 
No, except their director’s attendance 
fees. 

Q.—Other than yourself what is the 
highest salary that is paid in the 
head office? A.—$100 a year to the 
Secretary-Treasurer 

Q.—I suppose there is no other 
large salaried person in the offite? 
A.—No, not in the office. 

Q.—What is the next salary to 
yours in amount? A.—In the office? 

Q.—Yes? A.—$1,000. 

Q.—And all other salaries are lower 
than $1,000? A.—$900— 

Q.—Yes; I have gone over them. I 
do not think there is anything that 
needs to be commented on, except 
that has been the effort of the com- 
pany in the head office, to keep down 
these salaries; you say you cannot 
carry out the same economy in the 
field; I suppose that is by reason of 
the competition you meet from other 
companies? A.—Yes. 

Q.—Do you blame any particular 
class of company for the larger com- 
missions paid? A.—Well, in my ex- 
perience we have met with more com 
petition probably from the American 
companies; they have given higher 
commissions. 

Q.—Do any companies that you 
know of give over 75 per cent. of the 
first commission and 7% per cent. on 
renewals? A.—Yes, I have a _ policy 
with the first year premium free. 


Q.—You got one? A.—Yes. 

Q.—That is where you got a full 
rebate? A.—Yes. 

Q.—You got that yourself? A.— 
The entire first year’s premium. 

Q.—Since you have been in the Ex- 
celsior? A.—Yes. 

Q.—So that you do not object to 
taking rebates? A.—No. 

Q.—Whatever you do about giving 
them? A.—We discourage them in 
every possible way. 


Q.—But if they are bound to give 
them you would prefer they would 
be given to you than any person else? 
A.—Within a profitable limit. 

Q.—Does your company allow its 
agents to give rebates and then com- 
pensate the agent because he has given 
a rebate in any case? A.—No, they 
are allowed to pay sub-agents, and we 
have to have a knowledge of certain 
commissions being paid out at the time 
the application is received, if it is 
not satisfactory we return it. 

Q.—Do you employ any of your 
agents on salary? A.—Yes. 
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Q.—I notice a resolution in your 
minutes, or a discussion, as to the in- 
advisability of having agents paid on 
salary? A.—We have to do that in 
new districts. 

(.—To do what? A.—Pay salaries. 

Q.—But you discourage it? A.— 
Yes. 

(.—Why do you discourage salaries 
--we have had some evidence that it 
is a good feature? A.—Our experi- 
ence is when an agent is on & straight 
commission basis he is less apt to 
make a rebate. 

Q.—You think where the agent gets 
a commission he is less— A.—Where 
the money is coming out of his own 
pocket he is less apt to make a rebate 
than if he is being paid a salary. 

Q.—How I understand you to put 
it is this: if the agent is paid by 
salary the rebate is given, but it 
comes out of the company? A.—Yes, 
it comes in aS a rebate, the same as 
if he would pay a sub-agent. 

Q.—So that where an agent is on 
salary it does not preclude him from 
SHORARE the applicant a rebate? A. 
So OE 

Q.—But if a rebate is allowed, that 
is one of his expenses allowed to him? 
A.—Charged against the business of 
his agency. 

Q.—You have some men on salary 
now? <A.—Yes. 

Q.—From all these men you do re- 
ceive information as to the rebates 
they are allowing? A.—The infor- 
mation slip comes in with the appli- 
cation indicating the amount of com- 
mission that is payable out to sub- 
agents, and if it is’ satisfactory we 
pass it, if not we refuse. 

Q.—Is it always put in the shape 
of a sub-agent payment, or is it not 
sometimes put as rebate? A.—We 
do not know whether it is rebate or 
not, in a great many cases. 

Q.—Is it a form you require to be 
filled inP A.—Yes. 

Q.—What language do you use in 
the form that calls for the disclosure 
of that item? A.—In some cases the 
commission may be payable to a party 
who is not under contract, he may 
have been called a spotter, and in- 
troduced the risk to the general agent. 

Q.—Then he would get a commis- 
sion? A.—He would get the commis- 
sion. 

Q.—But for that policy he would 
be called a sub-agent? A.—yYes. 

Q.—Your form of return would show 
a nayment to him? A.—Yes. 

Q.—How is it described in the re- 
turn? A.—Commissions payable out. 

Q.—That is a column or an item in 
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your return? A.—In our monthly re- 
port form. 

Q.—Then a rebate would come under 
that same head? A.—Exactly. 

Q.—You have no column in your 
report that you distinguish between 
what is paid to sub-agents and what is 
allowed to the insured himself? A.— 
No, and it is very hard to discrim- 
inate between the two. 

Q.—Why? <A.—Because we do not 
know in a great many cases. 

Q.—The agent would know? A.— 
He may get that business from one of 
his sub-agents. 

Q.—He would know how he treats 
it, he would know whether he pays 
it to the sub-agent or whether he 
allows it to the insured? A.—The 
snb-agent gets 50 per cent. commis- 
sion, but he may allow one-half of that 
to the insured, and the general agent 
has no knowledge of it. 

Q.—Where your agent allows a sub- 
agent 50 per cent. then he would show 
in his return 50 per cent. allowed sub- 
agent, and he would not say anything 
at all about rebate, because he has 
not paid the rebate, but there are 
many cases where he allows the rebate 
himself? A.—Yes. 

Q.—That comes in your return in 
the same way, representing an item 
paid to sub-agent, although in reality 
it is a rebate? A.—Yes. 

MR. LANGMUIR: If a rebate 1s 
paid direct by an agent to an appli- 
cant does that show in the return 

MR. TILLEY: That would be shown 
in the column which is headed 
‘Amounts allowed to sub-agents ”’ 

MR. LANGMUIR: But you do not 
know whether it is a sub-agent or not, 
it may be fictitious? A.—No, we 
check the original application, we 
check the report with the application. 

MR. TILLEY: How can you check 
the original application with that? 
A.—We always do that, we have a 
commissions register. 

Q.—Does the check show whether 
there was a sub-agent— A.—No, there 
would be no discrimination as to the 
mode of treatment, as to whether it 
would be a rebate or sub-agent. 

Q.—You have no method in your 
office of determining whether a_par- 
ticular allowance made to John Smith 
was in reality a payment made to a 
snb-agent who introduced Smith or 
whether it was an allowance made 
direct to Smith? A.—That is it. 

Q.—And probably you think it best 
not to know. is that right? 

MR. KENT: I suppose you never 
eall a spade a spade in that connec- 
tion? A.—We are conscious of the 
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fact that there is a great deal of re- 
bating, and we do all in our power to 
discourage it, and where it is a ques- 
tion of getting business at a reason- 
able cost whether we pay a rebate or 
not we will get it. 

MR. TILLEY: Tell me what you 
have done to discourage it? A.—I 
know a case quite recently where we 
refused a risk because we were asked 
to pay the same rebate as another 
company was willing to pay. 

Q.—That particular rebate was too 
high? A.—Yes, and we have forbid- 
den it in a great many cases. 

Q.—Paying too high? A.—No, for- 
bidden an agent to rebate altogether. 

Q.—Can you say any particular 
agent of your company has ever been 
told he must not give a rebate? A. 
—Yes, we have told agents that. , 

Q.—Unless compelled? A.—No, I 
know of one or two cases where that 
has been said without qualification. 

Q.—That is rather exceptional? A. 
—Yes, but there were unusual cir- 
cumstances; we knew it was not neces- 
sary in that district. 

Q.—You thought it was a sort of 
virgin soil and it should not be spoiled 
by rebates? A.—Yes. 

Q.—Does that state as fully as you 
can state what you have done to 
stamp it out? Avie think so 
might say we have discouraged it in 
every way we can. 

Q.—I would like you to tell us what 
you have done? A.—Where we know 
a business is not being written in 
competition with another company 
where a rebate has been offered we 
think it is unnecessary. 

Q.—What you do is, do not pay 
out more than you have to, but 
pay out as much as you have to to 
get the businessP A.—Yes. We en- 
deavor to get it as cheap as we can. 

Q.—I suppose that applies parti- 
cularly to where the rebate comes out 
of the company? A.—Yes. 

Q.—If.the rebate comes sut of the 
agent’s pocket, out of his 75 per cent., 
I suppose you do not concern your- 
selves with that at all? A.—No, but 
from my own observation I should say 
that there is less rebating Jone when 
an agent is on a strict commission 
basis. 

Q.—Where is your largest and best 
agent who is paid on a commission 
basis, is it inside of Toronto, or out- 
side ‘of Toronto? A.—Outside of 
. Toronto. 

Q.—You have him in mind? A.— 
Yes. 

Q.—Can you say approximately 
what his income would be from writ- 
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ing insurance if he got and kept all 
the commissions you allowed him? 
A.—Would that apply to first year or 
renewal? 
Q.—Everything he would get? A. 
—It would range between $1,000 and 
$2,500 a year and $3,000 a year. 
Q.—Is that all your best agent 
woul}d get from commissions if hie 
kept the whole of it? A.—No, I do 
not say if he kept the whole of it. 
Q.—If he kept the whole of it— 
MR. LANGMUIR: What he would 
receive net to himP A.—You mean 
put Mr. Harvey, the Manager, on 
the same basis as anybody else? 
MR. TILLEY: He is paid salary? 
A.—Yes. : 
Q.—Take your’ best commission 
agent? A.—Those figures I have 
given you are approximately correct. 
Q.—We have not considered it 
proper to ask as to what you pay in- 
dividual agents as yet, because we 
have thought that private information 
of the company, but what I want to 
get you to do is just this, you have 
in your mind the agent that gets the 
most from you, and then tell me what 
his whole gross premium commission 
income would be for a year? A.— 
The first year? 


Q.—Yes; renewals and everything, 
that he would get in the year if he 
got everything he was entitled to? 
A.—At present it would range be- 
tween $1,000 and $3,000. 

Q.—Do you mean to say your best 
agent, taking all the insurance he 
writes in a year, and pay him we will 
say at the rate of 75 per cent. on his 
first year business, and with all his 
renewals that his total income would 
be $3,000? A.—Yes. 

Q.—Do you know how much he real- 
ly gets out of that $3,000? A.—It 
would not range perhaps over’ eight 
or nine hundred dollars, ‘he would 
probaby have to give away one-third. 


.Q.—Not more than that? A.—To 
sub-agents, of course he would give 
more in individual cases, but I am 
taking an average. : 

Q.—You think about one-third off 
that? A.—One-third to 40 per cent. 

Q.—Is he a person that employs 
sub-agents? A.—Yes. ; 

Q.—Who alre regularly appointed 
by the company as sub-agents? A— 
Yes. 

Q.—Has them working under him? 
A.—Yes. 

Q.—An agent that insures himself 
and does not have sub-agents, what 
would be the most he would make 1f 
he kept all his commissions in a year? 
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A.—That is a pretty difficult ques- 
tion to answer; there are some agents 
that are very good at getting hbusi- 
ness personally, others that are more 
successful in getting business through 
sub-agents. 

Q.—I suppose after all the best per- 
son to get that sort of information 
from is the agent? A.—I think so. 

Q.—That is the view we have taken 
so far? A.—We have no means of 
ascertaining what they do pay. 

MR. LANGMUIR: What propor- 
tion does the salary paid bear to the 
average commission earned; is the sal- 
ary you pay based upon some ascer- 
tained information that the man 
would earn on commissionP <A.— 
Yes, a great many of our contracts 
are ranged on the basis of a commis- 
sion with a guarantee on account, that 
is in new districts, sufficient to give 
them living expenses. 


JUDGE MacTAVISH: That is 
guaranteed? A.—Yes. 
MR. TILLEY: I notice in your 


contracts you provide in a great many 
cases for money to be paid monthly 
to the agent in advance? A.—Yes. 

Q.—That is on account of his com- 
mission? A.—Yes. 

Q.—He is a commission agent? A. 
—Yes. 

Q.—And ultimately he is paid on 
commissions, but that is advanced on 
account of what he will earn. You 
have a clause in the contract showing 
under no circumstances is that to be 
treated as a debt due to the company 
and there is no right in the company 
to get it back; tell me why that clause 
is there? A.—Those contracts, we 
treat those as salaries — 

Q.—Why do you put that in, is that 
to avoid something owing by these 
people to the company? A.—No, all 
those contracts are treated as straight 
salary; where an agent is required to 
return the advance it is so marked in 
the contract; you will notice a num- 
ber of them that way. 


Q.—But the majority of them have 
that clause in? A.—We put that 
clause in as straight salary contracts; 
it is in our book-keping. 

Q.—I will take a case here; there 
the scheme of commissions sets out on 
ordinary life 75 per cent.? A.—yYes. 

Q.—On life, payment of premiums 
limited to from 20 to 34 years, 70 
per cent.; life, payment on prem- 
iums limited to 15 years, 65 per cent. ; 
life, payment of premiums limited to 
10 years 60 per cent.; life; payment 
of premiums limited to 5 years 50 per 
cent.; single premium plan 5 per 
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cent., and renewal premiums with- 
profit plans six per cent.; that is the 
schedule for that particular agent, 
and I suppose that is a fair schedule? 
A.—That is a fair schedule of our 
Provincial or District Managers. 

Q.—Then below that is this clause: 
‘‘All without-profit plans except term 
plans only one-half of the commission 
allowed on with-profit plans will be 
payable on the first year and renewal 
premiums,’ so that where it is non- 
participating policy the agent gets 
only one-half the commission? A.— 
Yes. 

Q.—I suppose that is all you need 
to tell the agent as to which kind 
of insurance you wish him to get? A. 
—Yes. 


Q.—That is a straight commission 
contract; here is the clause that is in 
this agent’s contract: ‘‘The company 
agrees to advance to the said agent 
at the end of each month the sum 
of $90 on account of commission as 
under clause 9; the said agent shall 
not be required to return any portion 
of the said advances, whether same 
are covered by commissions on busi- 
ness written or not. The company, 
however, reserve the right to discon- 
tinue the payment of said advances 
by giving thirty days’ notice in writ- 
ing to said agent, should it appear 
at any time that same are not fully 
covered by commissions on business 
written.’’? Why, where you have given 
an agent such liberal commissions as 
that should you put in a clause that 
you will make advances to him on 
account of his commissions, and under 
no circumstances should you be able 
to require a return of that money 
even if it was not earned? A.—If it 
was not earned he would be dis- 
missed. 

Q.—Quite so, after a few months 
when you had ascertained he had not 
earned it? A.—We would satisfy our- 
selves before that long. 


Q.—Is not that clause there inserted 
to prevent that being treated in your 
returns or for any purpose as debts 
due by agents? A.—We do not treat 
that as a debt due by agents. 

Q.—And is not that clause put there 
for that purpose that it cannot be 
regarded as advances to agents? A. 
—It would be difficult to word that 
contract in any other way; for ex- 
ample, that is practically a salary con- 
tract. 

Q.—You guarantee him he will make 
that much? A.—With an addition of 
so much commission up to the sche- 
dule— 
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Q.—But where you give an agent 
such liberal commissions as these, is 
it necessary to guarantee him some- 
thing? A.—Yes. 

Q. e Would not that man have sign- 
ed the contract just the same even 
if that $90 per month had been treat- 
ed merely as an advance? A.—Not 
if he is opening up a new district. 
He wants to be assured of enough 
for living expenses. 

Q.—How long have you been carry- 
ing on ‘business in OttawaP A.— 
We have been carrying on business 
in Ottawa ever since we started in 
business I think. 

Q.—You would not eal that a new 
district I think? A.—No, there are 
portions of it that are new portions 
of the district, of the counties. 

Q.—One would not expect Ottawa 
would be the kind of place that a 
man would require a guarantee if he 
was getting paid liberal commissions; 
is that something the agent insists 
on, or is it something the company 
puts in there of its own motion in 
order to prevent that being treated 
as sums due by agents? A.—No, it 
is something the agent insists on, 
being sufficient to insure his steady 
income to at least up to his living 
expenses. 

MR. KENT: Can you get the bet- 
ter class of agents— A.—We cannot 
get a good man unless we guarantee 
him so much money. 

MR. LANGMUIR: Not on the 
straight salary? A.—We have to pay 
good agents a straight salary until the 
renewals insure the same thing. 

Q.—Do you find in your experience 
that an agent on a straight salary 
uses the same amount of zeal in writ- 
ing aS a man on commission? A.— 
I think so. 

MR. TILLEY: That would apply 
to your company probably exclusively ? 
A.—We look a good deal more strictly 
after the salary men than after the 
commission men. 

Q.—Let me ask you one question 
more; when you are dealing with an 
agent if you are going to pay him a 
salary or commission vou must become 
conversant with the portion of his 
commission that he gives away, if he 
is paid on commission, that is one 
of the elements you take into con- 
sideration, and he impresses that on 
VOUs Vee have to give away one-third 
or one-half of my commissions in re- 
bates,’’ that is something you would 
constantly hear, I should think? A.— 
I tried to arrive at a rough estimate 
on that very point. 
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Q.—What is the best estimate you 
have been able to make as to the 
portion of a man’s commission he gives 
away, an ordinary agent? A.—I 
should judge, taking all the agents in 
a company together, in the neigh- 
borhood of between ten and twenty 
per cent. of their commissions are 
given away. 

Q.—Then I was going to ask you 
on what basis were you employed in 
selling the stock, on commission or 
salary? A.—On commission. 

Q.—Can you tell me what commis- 
sion is usually paid for selling stock 
in an insurance company? A.—I was 
first of all, if my memory serves me, 
paid 5 per cent. on the cash collected ; 
that was subsequently increased to 8 
per cent. I found that was not suf- 
ficient to pay my travelling expenses 
and living expenses, the 5 per cent. 

Q.—That was the highest? <A.—It 
was subsequently increased to 8 per 
cent. at the highest. 

Q.—I have heard of as much as 15 
per cent. being paid in companies 
starting, that would be a high com- 
mission, you think? A.—It would in 
my judgment. 

Q. Probably it would be at times 
when it was more difficult to place 
the stock; then you spoke about your 
position, as having some actuarial ° 
knowledge; I suppose that is as strong 
as you want me to put it? A.—Yes. 

Q.—Is it essential in a young com- 
pany, do you think, that there should 
be a trained actuary in the office, 
cor persons with considerable actuarial 
«knowledge? A.—Yes, in my _ judg- 
ment. 

Q.—You think that is important; 
is it as important for a young com- 
pany as in a larger company? A.— 
Yes; in our earlier days we always 
made use of the services of a con- 
sulting actuary. 

Q.—Can a company get along with 
a consulting actuary as well as it 
could if it had its own actuary? A. 
—A young company should be able 
to do so. 

Q.—Until the time comes for the 
division of profits? A.—That is one 
of the most intricate matters to deal 
with. 

Q.—It does not need an actuary, I 
suppose, ‘nothing more than a consult- 
ing actuary to establish its own tables 
for premiums? A.—When our rates 
were first drawn up they were sub- 
mitted to a consulting actuary; and 
he endorsed them before the directors 
would authorize their use. 

Q.—I suppose a new company’s rates 
are usually a little less than the stan- 


INSURANCE. 1303 


SESSIONAL PAPER No. 66 


43rd day, June 20, 1906. 


dard? A.—No, we never pose as a 
company issuing cheap policies. 

Q.—But that is the usual thing? 
A.—Yes. 

Q.—They go as high as they can but 
a little less than the older compan- 
ies? A.—That is the rule. 

Q.—With your company were ‘your 
rates fixed by such a method, or were 
they fixed actuarially? A.—They 
were fixed in the office and endorsed 
by a consulting actuary, approved of. 

Q.—Fixed by you? A.—The first 
rates were not, they were fixed by 
a man named Boddy, who is not now 
in the service of the company. 

Q.—How many times have the rates 
changed P A.—Practically three 
times. 

Q.—Tell me the years? A.—The 
first change I think was in 1899, and 
again in 1900, and then there was a 
slight change two years after. 

Q.—Was the change in 1900 comse- 
quent upon the Act for a different 
reserve ? A.—Yes, on the Hm. 3} 
basis. _ 

Q.—I suppose all companies changed 
their rates at that time? A.—Yes. 

Q.—Were you then members of the 
Life Officers’ Association? A.—Yes. 

Q.—And did you adopt the standard 
rates that they adoptedry A.—We 
did not at the start, but we subse. 
quently have done so. 

Q.—So that your rates now are in 
accord? A.—The standard rates. 

Q.—At that time were they a little 
less? A.—A little less. 

Q.—On all plans? A.—On all the 
participating plans. 

Q.—Have your changes all been in 
the direction of raising rather than 
lowering your rates? A.—Yes. 

Q—I notice that in the return 
which you sent in regarditg the load- 
ings on rates that you have simply 
furnished the Commission with the net 
premium and the loading on all your 
different policies? A.—Yes. 

Q.—You did not give any statement 
as to how that loading was arrived 
at? A.—The loading is partly con- 
stant and partly a percentage load- 
ing. 

Oeyou have not given us any 
statement of that, could you give us 
one? A.—Yes. 

q.—Can you do it now? A.—I 
think I can recollect. The fixed load- 
ing in ordinary life to my recollection 
is a constant loading of $3 per thous- 
and and 20 per cent. 

MR. KENT: I suppose your rates 
were originally copied from the Can- 
ada Life? A.—No; we drew up inde- 
pendent rates altogether. 
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Q.—They might be copied and a 
certain reduction made in each? A. 
—We have taken the net premiums 
and made our own loading. 

MR. TILLEY: Q.—Can you tell 
me how that has been done? A.—I 
have given the figures. 

Q.—That is the present method. of 
$3 constant and one-fifth? A.—On 
ordinary life plans, I will confirm 
that. 

Q.—You can give the other rates? 
A.—Yes. I will send you up a de- 
tailed loading of all plans. 

Q.—From your connection with the 
company you know all about the mat- 
ters that Mr. Fasken spoke about this 
yaaa as to the capital stock? A. 
—Yes. 

Q.—And as to the moneys paid in 
from time to time? A.—Yes. 

Q.—From your return I see that 
you had $52,635 of capital stock paid 
in in the years 1890, 1891 and 1892? 
A.—That is correct. 

Q.—Then you had $70,180 of capi- 
tal paid in in the years 1893, 1894 
and 1895, 1896 and 1897? A.—Yes; 
that includes the bonus. 

Q.—Then you had $91,234 from 
1898 to 1903? A.—That includes: the 
bonus. 

Q.—You had $124,781 in 1904 and 
1905; all the way through those 
amounts included whatever bonus or 
premiums had been collected from the 
shareholders in respect of their stock? 
A.—That is the total moneys paid by 
the shareholders. 

Q.—It would be the moneys contri- 
buted to the company by the share- 
holders? A.—Yes. 

Q.—That would include five per 
cent. and six per cent. on the original 
stock? A.—Yes. 

_ Q.—And 15 per cent. paid on a 
premium of 50 per cent. on the last 
issue? A.—Yes. 

Q.—That is 74 per cent. on the last 
issue? A.—Yes. 

Q.—You I see made a report on the 
business in 1898, when that second 
bonus of 6 per cent. was made? A.— 
Yes, 

Q.—Your report is dated Novem- 
ber 25th, 1898? A.—Yes. 

Q.—Prior to that had it been de- 
cided to make that call of 6 per cent. 
bonus? A.—Not finally decided. 

Q.—Had it been discussed for some 
time? A.—It was a matter of dis- 
cussion, it was alluded to even at the 
previous annual meeting. 

Q.—That is anticipating an im- 
pairment of capital? A.—Yes, in con- 
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sequence of the large volume of busi- 
ness we were trying to write. 

Q.—Anticipating an impairment of 
capital? A.—Yes. 

Q.—Mr. Fasken’s _ stockholding 
seems to have substantially increased 
on November 14th, which was before 
this was decided on, do you remember 
that? A.—Yes, I remember that. 

Q.—Had jit anything to do with 
this bonus? A.—No, I think it had 
more to do in the initial stages with 
the reports that were published in 
the papers in regard to rumors of 
amalgamation and so on. There were 
the names of several companies men- 
tioned. , 

.Q.—Was that phase of it discussed 
with you? A.—That was the phase— 
in what sense? 

Q.—Between Mr. Fasken and you, 
was that discussedP A.—No. 

Q.—Was there any discussion ‘to 
which you were a party as to the ad- 
visability of Mr. Fasken picking up 
this stock of stockholders who would 
be apt to sell? A.—There was a meet- 
ing of the directors, and it -was 
thought that means should be taken 
to prevent the possibility of— 

Q.—Can you turn to any resolu- 
tion of the kind? A.—No; my re- 
collection of it 1s that it was informal. 

Q.—The matter came up at a dir- 
ectors’ meeting? A.—Yes. 

Q.—What year, 1898? A.—That 
same year. 

Q.—What month of the year? A. 
—It would be probably October or 
November. We _ discovered letters 
that were being sent out to our share- 
holders and asking for an option on 
their stock, and we endeavored to 
frace one or two up to the source and 
found a dummy was being used for 
that purpose. We found they were 
all being circularized in that way, all 
except those who were directors of 
the company practically, and _ the 
directors thought the step should -be 
taken to prevent that— 

Q.—Why prevent it? A.—Prevent 
the stock getting under the control 
of somebody whose purpose might not 
be in the interest of the company. 

Q.—It was looked upon as _ objec- 
tionable for the stock to get under 
the control of one person who could 
deal with the company as he thought 
proper? A.—The directors deemed it 
inimicable to their own interests and 
the policyholders or shareholders that 
anybody else should be in control. 

Q.—Was it policyholders or share- 
holders?’ A.—No,. 1, think it. was 
policyholders more than shareholders. 
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Q.—They thought their management 
of the company was better than any 
person else’s would be? A.—I think 
the result has proved the accuracy of 
that. 

Q.—Was that the idea of it? A.— 
Yes. 

Q.—Mr. Fasken at that time does 
not seem— A.—As a matter of fact 
I think the shareholders and direc- 
tors could have sold out their stock— 
had the directors considered their per- 
sonal interest they would have sold it 
rather than have purchased at that 
time. 

Q.—You think so now? A.—Yes. 

G.—Because Mr. Fasken does not 
seem at that time to have any sub- 
stantial holding of stock? A.—He 
was the only one—Mr. Fasken asked 
other directors to join with him, but 
none of them were in.a position at 
that time to do so. 

Q.—That I. suppose is a constant 
danger to an insurance company 
where the stock is not very large and 
a large capital stock is not essential 
for an insurance company, is it, after 
it has once started? A.—After it has 
once got running and it has got over 
the period of impairments. — 

Q.—With a capital stock that is as 
small as this is, and getting along 
over the early years of its existence, 
and that stock being fairly well scat- 
tered it is always I suppose a constant 
source of danger to a company that 
it may be bought up by some person 
who will thereby get control of it? 
A.—That is the situation. 

Q.—In a stock company that will 
be so; do you consider that an objec- 
tion and did you at the time? A.— 
We did not at the time that the 
stock was first placed; we thought 
it an advantage to have the . stock 
widely distributed. 

Q.—So then your cure for it would 
be to put it in the hands of some 
person so that no person could get 
the control of it? A.—That is the 
idea. 

Q.—Give some person the control so 
that no person could get it? A.—No, 
the control was placed in the hands 
of several of the directors, whose in- 
terests were identical with those of 
the policyholders. 

Q.—No more than any other share- 
holders would be? A.—Of course in 
promoting their own interests they 
were promoting the shareholders. 

Q.—That would apply to all the 
shareholders? A.—Yes. 

Q.—Even if the stock had been sold 
to some outsider that would still 
apply? A.—Not necessarily. ‘ 
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Q.—Did you go to shareholders to 
get them to sell? A.—Mr. Clarke 
and myself had meetings at Ottawa 
and Owen Sound. 

Q.—Why did you choose Ottawa and 
Owen Sound? A.—Because they were 
the largest centres. 

Q.—Of Excelsior shareholders? A. 
—Yes, and we had also a meeting in 
the city. 

Q.—What sort of meeting would you 
mean by that—write to them ahead of 
time to meet you? <A.—Yes, the 
President and myself were there to 
explain to them the position of the 
company. 

Q.—Would you tell us what you ex- 
plained to them at that time? A.— 
It was explained to them at that 
time that it would be necessary for 
them to make payments, another 
bonus in order to conserve their in- 
terest, and explained that the thing 
would have to be unanimous in order 
to be consummated. 

Q.—That is all shareholders would 
have to contribute? A.—To contri- 
bute alike, otherwise it would not go 
through, and that some of the direc- 
tors were prepared to take over the 
stock of those who were unable or 
unwilling to come in. 

Q.—What directors do you mean 
would take over the stock? A.— 
There was Mr. Fasken particularly, 
and there were others, Mr. Grass, I 
think Mr. Gooderham had expressed 
a desire to have some of the stock. 

Q.—Anybody else then? A.—Only 
in a smal] degree. 

Q.—Who were they, no matter 
what degree? —Senator Gowan 
took some stock and Mr. Parker of 
Owen Sound. 

Q.—As I understand the first mat- 
ter was this sending of notices to 
some of the shareholders by some 
person wanting to buy? A.—Yes. 

Q.—The directors, or those interest- 
ed in the company came together 
and decided to buy any stock that 
was capable of being bought rather 
than see some person else buy it, is 
that right? A.—Yes. 

Q.—They decided that? A.—Yes. 

Q.—That was decided before the 6 
per cent. bonus was actually decided 
on? A.—No. I think the 6 per cent. 
honus was decided first, and that 
fact was being made use of by. some 
people as an argument of advantage 
to sell their stock or give options 
on it. 

Q.—Have you any circular now 
that was sent out to shareholders? A. 
—I think you have copies of all the 
letters. 


’ 
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Q.—You are speaking now of cir- 
culars you sent out; you say you found 
some of your shareholders were being 
circularized by some person else want- 
ing to buy? A.—Yes. 

Q.—Have you a copy of that? A. 
—Mr. Clarke himself I think, if my 
memory serves me right, he published 
a letter in the press denying the cor- 
rectness of these rumors. 

Q.—Denying what rumor? A.—In 
regard to the amalgamation or sale 
and so on. 

Q.—You went so far as to deny it? 
A.—Yes. 

Q.—At that time had you decided 
on a6 percent. bonus—your letter was 
dated 25th November and no mention 
is made of it? A.—It had been a mat- 
ter of constant discussion ever since 
the previous annual meeting in Feb- 
ruary and probably before that; I 
pointed out from time to time in con- 
sequence of the large volume of busi- 
ness we were writing and the organi- 
zation we were effecting that some 
provision of that kind was essential. 

Q.—It was decided by these direc- 
tors that you and Mr. Clarke should 
go to some of the chief places where 
shareholders could be got together and 
there explain the situation to them? 
A.—In order to obtain an expression 
of opinion as to what should be done. 

Q.—What were the different courses 
open at that time that you were pre- 
senting to them? A.—On the one 
hand there was the rumor that the 
efforts being made to secure an option 
on the company’s stock. 

Q.—That is one thing; there was 
something on foot whereby a control 
of the company would be secured for 
amalgamation purposes? A.—Possibly. 


_Q.—That was one thing you had to 
discuss; what else? §A.—The other 
the 6 per cent. bonus. 

Q.—Anything else? A.—No. 

Q.—You were’ endeavoring to keep 
the shareholders from accepting ‘or 
giving an option on their stock? A. 
—Our reason was for explaining the 
position of the company to them, ob- 
taining their views and _ fortifying 
them against disposing of their stock 
at sacrifice prices, or anything of that 
kind. 

Q.—The result was at each of these 
places you found some persons who 
were ready and willing to sell? A.— 
They were all unanimous in the wis- 
dom of the course the directors recom- 
mended. 

Q.—Of getting 6 per cent. bonus? 
A.—Yes. 

Q.—You found some that_were in 
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favor of it could not pay the money? 
A.—Those that were willing to dis- 
pose of their stock, that is the stock 
which Mr. Fasken acquired. 

Q.—Did you close a bargain with 
them at the time? A.—No, I had 
to go back later. We had meetings 
here, at Owen Sound and Ottawa be- 
fore I went out to clear the matter 
up, it being evident the directors 
would approve of it practically un- 
animously; 1 think the shareholders 
at Ottawa and Toronto and Owen 
Sound would practically represent at 
least two-thirds of the shareholders, 
in fact about three-quarters of them. 

Q.—They were in favor of the 6 
per cent. bonus and all who did not 
want to pay it you had arranged with 
them that their stock would be taken? 
A.—It was explained to them that 
those who were unable or unwilling 
to pay it up that their stock would be 
bought if they were willing to sell it. 

Q.—And you say the lowest price 
that was paid was $15? A.—Par. 

Q.—That is the most that any per- 
son would loge on the transaction 
would be the 5 per cent. bonus he 
had already paid and the interest on 
his money? A.—Yes. 

Q.—Was that the price at which 
most of it was taken, $15? A.—The 
bulk of it at that, some higher. 

Q.—How high was the highest 
price? A.—I think probably $20 a 
share. 

Q.—Enough to let them out without 
allowing any interest? A.—Yes. 

Q.—Your letter is dated November 
25th, 1898, and is written to Mr. 
Kenny: (Reads letter). There is an 
item here ‘‘Assets not admitted, $4,- 
147,’? what would that beP A.—lIt 
is some difference in treating one of 
the securities, 

Q.—What security? A.—TI think it 
was agents’ balances and some notes 
or something of that kind. 

Q.—What was the dispute about it? 
A.—The Superintendent of Insurance 
threw them out, and we took them out 
of our assets but we subsequently col- 
lected them. 

Q.—They were amounts owing by 
agents? A.—Partly by agents and 
partly by shareholders small balances 
owing on their stock. 

Q.—Was it in respect of the 5 per 
cent. bonus? A.—Yes. 

Q.—Is it fair to say they were 
thrown out by the Superintendent be- 
cause they were not regarded as 
legally due? A.—They had been over- 
due but we collected them the follow- 
ing year. 
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_ Q.—And there was no loss on that 
item ? 

Q.—Attached to that letter is a 
memorandum as follows: ‘‘The pre- 
sent position of the company is the 
natural result,’? etc. (Reads memor- 
andum). Then there is also that letter 
setting out the capital employed by 
other companies in the life insurance 
business, and the result is reached 
that the Excelsior Life should have 
larger capital? A.—That is my 
opinion. 

Q.—I will put in this report of No- 
vember 25th, 1898, and memorandum 
attached, and statement that is there 
with it showing the receipts and dis- 
bursements for ten months ending 31st 
October, 1898—that would be ten 
months of the Excelsior Company? 
A.—Yes. 


Q.—Showing your total of expenses 
under the head of disbursements for 
1895 to be $25,945, for 1896, $22,- 
729; 1897, $23,093; in 1898 it was up 
to $37,031—was .that in your opinion 
entirely due to the increase of busi- 
ness? A.—Yes, the business nearly 
doubled, I think you will find between 
the two years, that is new business. 

Q.—It was because you were so suc- 
cessful in getting the new business 
that your financial position was ap- 
parently so much worse by reason of 
the reserve you had to put up on 
that new business? A.—The reserve 
I computed that year to be 67 per 
cent. of the gross premium. 

Q.—Of course your income was a 
great deal more than your disburse- 
ments during that time; Then the 
amounts are set out. There is a 
statement attached dividing your 
business into two departments, first 
the ordinary department and then the 
monthly department; the amount of 
new assurances applied for in the dif- 
ferent years is as follows: 1896, 
$615,000; 1896, $492,000; 1897, $419,- 
000; 1898, $615,000. The assurances 
issued during those years, 1895, $564,- 
o00—? A.—Is that for the entire 
year P 

Q.—No, you are taking the same 
number of months, that is, from Janu- 
ary to October in those years? A.— 
The last two months are always the 
best. 

Q.—So that your comparison here 
was not of the whole year but of the 
ten months of the year? A.—Yes. 

Q.—In 1896, $484,000; 1897, $447,- 
000; 1898, $577,000; and in force on 
the first of January, 1898, was $2,- 
681,454.15; then new and revived in 
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1898, $577,415; making in all $3,- 
258,869.15; but you cancelled $247,- 
040, leaving $3,011,829.15. A month- 
ly account was also submitted at the 
same time, and it shows in January, 
1898, you had in force $97,444 of in- 
surance, with an annual premium of 
$3,903. Issued and revived up to 31st 
October, 1898, $305,161, with an an- 
nual premium of $12,598.80; making 
total insurance of $402,605, and the 
annual premium $16,501.80. The 
cancellations were $158,259, with a 
premium of $6,237, bringing the items 
down to $244,346,' with premiums of 
$10,264.80. When it gives the total 
of the ordinary department and shows 
the total in force up to 3lst October, 
1898, $3,256,175.15, with a premium 
income of $102,367.53. Then it gives 
total in force 3lst December, 1897, 
$2,278,898.15, with premium income 
of $85,112.95. So that in those ten 
months there had been a total gain 
of $447,277 of insurance, and total 
gain of premium income of $17,254.58, 
notwithstanding, and it was by reason 
of this large gain that you found your- 
self in need of paying in extra money 


to keep up the reserve? A.—That: 


and the monthly business. 


Report of 25th November, 1898, 
with memos attached filed as exhibit 
241. 

Q. Were you in favor of monthly 
business? A.—No, I always oppos- 
ed rit. 

Q.—Were you opposed to it at the 
time it was commenced by the com- 
pany? A.—Yes. 

Q.—Whose idea was it that it should 
be commenced? A.—A man named 
Faulkner was practically the origina- 
tor of it. He interviewed a number 
of the directors and got their en- 
dorsation. 

Q.—Why were you opposed to it? 
A.—In my judgment it retarded the 
progress of the company, it would ab- 
sorb surplus or profit. 

Q.—It took the profits you were 
making in the ordinary business to be 
used in carrying on’ the industrial 
business? A.—They would be absorbed 
for several years any way. 

Q.—I understood Mr. Fasken to say 
this morning it was not commenced 
for two or three years after the com- 
pany was formed? A.—It was com- 
menced in 1897. 

Q.—How many years did you push 
that business energetically? A.—Two 
years. 

Q.—Then in 1898, was it as the re- 
sult of the discussion that then took 
place, that you decided to abandon it? 
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A.—It was not until the following 
year, 1900. 

Q.—1900 you decided to stop it? 
A.—On my recommendation the 
Board— 

Q.—I see in 1897 the amount of in- 
surance in force was $122,167, that 
was in the monthly business? A.— 
Yes. 

Q.—In 1897 it was $247,575; in 
1899 $285,888; that is the highest 
amount it ever ran? A.—Yes. 

Q.—Then in 1900, $197,643, and it 
has run from that down to $119,117 
in 1905? A.—That is correct. 

Q.—But you have not during that 
time, as I understand it, been in the 
later years pushing that business at 
all? A.—No, making no effort to 
secure it; there have been a few poli- 
cies issued, none to speak of. 

Q.—Do you know whether your re- 
ceipts from the industrial business ex- 
ceeded or were less than your expenses 
and death claims in that branch? A. 
—They were when we ceased, but we 
have recovered. 

Q.—As I. make it, in 1897 the ex- 
penditure exceeded—? A.—Very much. 

Q.—Exceeded your death claims and 
expenses in that department by 
$2,052.97? A.—Yes. 

Q.—Have you any figures you can 
check that by, or do you know? A. 
—I can speak in round figures. 

Q.—That would be right? A.— 
Yes. We have recovered all that, and 
IT think our receipts are 

Q.—In 1898, $9,083.55 excess of ex- 
penses over the receipts? A.—Yes. 

Q.—1899, $8,393.60; in 1900 appar- 
ently you had changed your method 
with regard to that business? A.— 
To straight commission. 

Q.—And you had stopped incurring 
such large expense in connection with 
it? A.—Discontinued pushing the 
businesss. é' 

Q.—And it changed then from a 
minus $8,000 to a plus $3,112.31? A. 
—Yes. You will find the total pluses 
will exceed the minuses by 50 per 
cent. 


Q.—In the following years, 1901 
they were $4,607.83, $4,236.31, $3,- 
897.30, $2,108.99, $2,790.64, that is 
1905; those last from the year 1900 
have all been in your favor, your re- | 
ceipts being more than your expendi- 
ture? A.—Yes. 

Q.—And it leaves the total receipts 
on: that class of business to date for 
the company $1,223.44 in excess of the 
expenses and death claims? A.—Yes. 

Q.—If you had not changed your 
method of carrying on that business 
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I suppose it would not have shown 
that result? A.—It would have shown 
a minus all through. 

Q.—And considerably more of a min- 
us than any of the years we have 
mentioned? A.—No, I would not say 
that, there would be a decrease— 

Q.—You think it would begin to de- 
crease now? A.—Yes, because the old 
business would increase, there would 
be a constant tendency— 

Q.—It lapses very rapidly? A.—Yes. 

Q.—And it takes a much longer 
time to get a persistent business in 
that class of insurance than in the 
ordinary insurance? A.—This is a 
better class of business probably than 
the ordinary industrial. 

Q.—Why would you. say it is bet- 
ter? A.—Because they are larger 
premiums, the premiums run from 25 
cents a month up to $1 or $2. 

Q.—You don’t get down to the small 
premiums that some of the industrial 
companies do? A.—No. 

Q.—What was your highest monthly 
premium income from that source in 
round figures, do you knowP <A.— 
$12,000 in one year. 

Q.—That would be $1,000 a month? 
A.—Yes. 

Q.—You could not be said to have 
got it established ? A.—No, it would 
take very much longer to establish 
an industrial company. 

Q.—These figures I have given to 
you do not in any way take into ac- 
count the amount you had set apart 
for Reserve in respect of that busi- 
ness? A.—We assumed the same Re- 
serve on that business that we did on 
the old business. 

Q.—But the figures I read did not 
take into account the money you would 
have to set apart for Reserve? A.— 
No. 

Q.—From your actuarial knowledge 
would you criticize the statement that 
Mr. Harvey made here, that in in- 
dustrial business there should be no 
Reserve required for the first year— 
that would be a very serious difference 
for an industrial company—we can 
start with that—if it did not have 
to put up any Reserve for the first 
year for the new business each year 
because a great deal of it lapses in the 
next year? A.—Yes. 

* Q.—And they never have to pay a 
Reserve on it at allP A.—In my 
judgment the full Reserve is entirely 
“unnecessary. 

Q.—You would say that; I suppose, 
with respect to ordinary insurance 
business? A.—Yes. 

Q.—That the Reserve required by 
the Government is more than jis really 
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necessary to keep the company sol- 
vent? A.—In the case of new insur- 
ance. 

Q.—After three or four years have 
gone by the net premium Reserve 
should be required, you think, is that 
right? A.—yYes. | 

@.—But here is what Mr. Harvey 
said: He said that the difference be- 
tween the ordinary. insurance and 
monthly insurance is that in ordinary 
insurance people do not insure till 
they get very near their next birth- 
day, because there is such a difference 
in the premium that they discrimin- 
ate against the company and wait till 
it is just coming to their birthday, 
and then they insure; can you say 
whether your experience leads you to 
confirm that, or do they insure at any 
time during the year without regard 
to their next birthday? A.—In our 
experience there has been no differ- 
ence. 

Q.—Mr. Harvey seemed to mention 
that his company. P <A.—I have 
not had much experience in real in- 
dustrial insurance, and I am not 
competent to give an opinion upon 
that. My observation shows me to 
establish a company writing an in- 
dustrial business it takes nearly as 
long again as a company writing 
ordinary business. 

Q.—You know an industrial busi- 
ness from the practical side, you know 
what it costs? A.—You take all the 
large successful companies to-day, 
they were practically insolvent when 
they were ten to fifteen years old. 

Q.—I don’t want to get into a dis- 
cussion of Mr. Harvey’s examination ; 
I would like that point to be clear. 
that so far as your experience goes—? 
A.—The experience in our monthly 
business is no criterion of ordinary 
industrial business. The monthly 
business is very much more expen- 
sive than the ordinary, and I know 
ordinary industrial insurance is very 
ough more expensive than our month- 
ve 

Q.—That is a matter of expense, 
and probably on the other feature 
of it too it would not be worth while 
following it up; this is the profit and 
loss statement you have put in. You 
have given the loading on the first 
year premium as being $17,944.73, 
and you are going to give us a state- 
ment of how you establish these load- 
ingsP A.—Yes. 

Q.—Your net expected death losses 
in 1905——-? A.—In respect of new 
insurance 

Q.—Yes; $9,485.53, and the net ac- 
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tual death losses in the year were 
$3,397.28 in respect of those new poli- 
cies, so that the gain there would be 
$6,038.25. The total margin on the 
first year premiums would thus be 
$24,032.98, and the expenses of the 
first year were $71,784.71. or a loss of 
$47,751.73. That means that your 
first year business taken by itself 
would have produced that amount of 
peer A.—yYes, that is the re- 
sult. 

MR. LANGMUIR: How much was 
written that year? A.—Two and a 
half million dollars. 

MR. TILLEY: Q.—In your opinion, 
is it proper to count on a permanent 
gain in mortality, or is that some- 
thing that is only applicable for a few 
years?’ A.—A few years in my judg- 
ment is absolutely imperative, it is 
in order to avoid a company showing 
an impairment. 

Q.—That is to say you have to take 
it over a few years. A good deal has 
been said about the Canadian com- 
panies being able to make up their 
expenses partly out of their gain in 
mortality, is that a source of revenue 
that is going to be permanent here 
or not? A.—To a limited extent; no 
Canadian company ever sustained the 
full rate of mortality, I understand. 

Q.—No Canadian company ever sus- 
tained the full rate of mortality, none 
has yet? A.—Not yet. 

Q.—Is that due to the fact that the 
company is writing a lot of new busi- 
ness? A.—In some measure, but I 
think in the case of the Canada Life 
it pretty clearly demonstrates that we 
have a more favorable mortality in 
Canada. 

Q.—You think there is a more fa- 
vorable mortality in Canada than the 
mortality that is adopted by the Hm. 
table? A.—That would be my opin- 
ion. 

Q.—And you think that probably 
taking that table as the basis that 
companies here may always look for- 
ward to a gain in mortality? A.— 
That is my opinion, yes. 

Q.—The expense of the first year, 
then, according to that return would 
be about three times the margin for 
it? A.—Three times the margin on 
the new business. 

Q.—Is that, do, you think, relative- 
ly a high or low rate? A.—We con- 
sider it an unusually low rate. 

Q.—What would you think would 
be a fair rate for expense of new busi- 
ness as compared with the margins 
for new business? A.—It should be 
sufficient to enable the company to 
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arrive at a profit in about four or 
five years’ time on all plans. 

Q.—That is taking the average of 
plans, it should work out in four or 
five years? A.—Yes. 

~Q.—So that it would keep within 
the margin? A.—yYes. This shows 
we would work dut in about three 
years, 

Q.—That would show you are us- 
ing three years’ margins for the new 
business? A.—Yes. 


Q.—Your total loadings for the 
first year business and the’ renewal 
business would be how much, they are 
about $79,000? A.—A little over 
$79,000. 


Q.—So that your first year ex- 
penses, $71,784.71, would be about 90 
per cent. on all the loadings on your 
policies for the first year and the re- 
newals as well? A.—So far as 1905 
business is concerned. 


Q.—Can that method be carried on 
so as to work out a profit? A.—We 
consider we are at a stage now where 
we can count on profit every year, ora 
more favorable return. 

Q.—If it continues at the rate of 
the first year expenses, being 90 per 
cent. on all the loadings on all your 
policies, you could not make much 
headway that way, could you? A.— 
No; it will be a decreasing percentage 
in consequence of there being a larger 
volume of old business. 


Q.—Each year’s business you put on 
the books constitutes so much more 
for renewal business next year; it 
makes the ratio between new busi- 
ness and old business more favorable? 
A.—We will have a loading to one 
and one-half millions more old busi- 
ness this year than we had previous 
years. . 

Q.—That seems to be very high for 
a company that has been in existence 
for some fifteen years, that you should 
be using 90 per cent. on all your load- 
ings for the first year expenses? A.— 
I would consider it remarkably low. 

Q.—In 1905 were you opening up 
and one-half millions more old busi- 
large volume of business.. Our ratio 
on new to old business last year was 
larger than any other company in 
Canada, the last two years. 

Q.—That applies to 1904 and 1905? 
A.—Yes. 

Q.—The net expected death losses 
in 1905, other than the new business 
would be $48,359.89; the actual death 
losses would be $22,088.70, so that 
there would be ? A.—A profit of 
$26,271.19. 
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Q.—That would be about 46 per 
cent. of the expected death losses on 
the old business? A.—Approximately. 


Q.—And the first year’s business 
aire 36 per cent. of the expected? A. 
— Yes. : 

Q.—Is that favorable to the com- 
pany? A.—Exceedingly favorable. We 
ah from that source over $32,- 

Q.—That would be farnrable because 
of the very same statement vou make 
in explanation of the other being un- 
favorable, the amount of new busi- 
ness you have put on your books? A. 
—That results in favorable mortality 
in a great measure. 


Q.—Your interest, dividends and 
rents received in 1905 amounted to 
$51,471.15, and your taxes $1,452.55; 
from that you take the reserve, $33,- 
069.52? A.—That is interest required 
to,maintain the reserve. 


Q.—Making $34,522.07; leaving 
your gain with respect to interest, 
$16,949.08. Was the statement that 
Mr. Fasken made regarding your 1n- 
terest this morning correct as to last 
year’s rate being about 7 per cent. ? 
A.—Yes, a little over 7. 

Q.—What was it the year before? 
A.—About 6.56. 


Q.—What before that, 1903? A.— 
We have been steadily increasing for 
the last seven or eight years. 

Q.—Owing to what? A.—Owing to 
our investments being moved out West 
chiefly, and placed in mortgages on 
real estate. 

Q.—Have you included in that any 
gains on invesments, or have you 
had any gains? A.—yYes. 


@.—What gains have you had? A. 
—An item of about $450 in round 
figures. 


MR. LANGMUIR: Gains on bonds? 
A.—That would cover that, on bonds. 


MR. TILLEY: Q.—Have you had 
any investments at all on which you 
have had a gain other than that? A. 
—No, I think that is all. 


Q.—Is everything else you have 
brought into that statement pure in- 
terest? A.—yYes, as far as I can re- 
collect. There is interest on premium 
notes and accounts. 


Q.—What rate of interest do you 
get on those? A.—On premium notes 
7 per cent. 

Q.—What rate do you get on policy 
loans? A.—Six and seven, depending 
on the amount. If the amount is 
lower than $100 we charge 7 per cent., 
if it is over $100, we charge six. 
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Q.—Is that uniform? A.—Yes. 

Q.—Is that automatic, or do you 
have to make a ruling on each man’s 
application? A.—That is our rule. 

Q.—Is it departed from? A.—No, 
I think it is strictly adhered to. 

Q.—No matter who the applicant 
isP A.—No. 

Q.—All policy-holders are treated 
alike? A.—Yes. There has been an 
exception made in one or two cases 
where the amounts have been over 
£500 or $1,000. 

Q.—You say then 7 per -cent. has 
been your interest earned, and that 
has been due to your mortgages? A. 
—That covers bonuses. 

Q.—What bonuses? A.—In case a 
mortgage is paid off, we get interest 
as bonus. 

Q.—Does that make any consider- 
able item? A.—It did happen last year 
on account of that being the termina- 
tion of our fifth year in which we had 
made loans in the West on mortgages. 

Q.—How long have your loans been 
made for. there? A.—Five years. 

Q.—And that was the termination 
of your fifth year? A.—Yes. 

Q.—How would there be a bonus? 
A.—I said we had a larger amount of 
loans that were coming in; there were 
no loans paid off at the end of the 
term, but during the last five years, 
the amount was larger last year in 
consequence of our loans out there 
being $200,000 more than any other 
year. 

Q.—Have you your books so that 
you can tell us what that item of 
bonus would amount to? 


MR. LANGMUIR: Is that bonus to 
be allowed to pay off? 7 
MR. TILLEY: That is what I un- 
derstand. 
MR. LANGMUIR: That is an over- 
due loan? 
MR. TILLEY: Q.—Is that a loan 
paid off before maturity? A.—Yes. 

Q.—And a bonus paid to you for the 
privilege of paying it off? A.—Yes. 

Q.—I would like you to tell me what 
that amounts to in the year 1905? A. 
—I could give you the exact figures. 

MR. LANGMUIR: Q.—Is that in 
Manitoba, or in Alberta and Saskatch- 
ewan as well? A.—Yes. 

Q.—The three Provinces? A.—Yes. 

Q.—More in Alberta and Saskatch- 
ewan, or in Manitoba? A.—It is 
about evenly divided between Mani- 
toba and the new Provinces. 

Q.—You get a much higher rate in 
the New Provinces? <A.—It ranges 
from 63 to 8 and 9 per cent. ; 
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Q.—In Alberta and Saskatchewan ? 
A.—And Manitoba. 

JUDGE MacTAVISH. Q.—British 
Columbia? A.—No, we are not loan- 
ing there. 

Q.—Would it be a very large sum? 
A.—No; it would not take a very large 
sum to make it one-half per cent. in 
the interest; probably somewhere be- 
tween $300 and $500, I should judge. 

MR. TILLEY: Q.—That is not a 
very considerable item? A.—No. 


Q.—Substantially, can it be said 
that your interest was 7 per cent.’ by 
reason of your mortgage investments ? 
A.—Yes; mortgage investments real- 
ize, as stated, from 6} to 8 per cent, 
small loans 9 per cent. 

MR. LANGMUIR: Of course, you 
find it very costly to get the mortgages 
there; they cost about 2 per cent for 
commissions? A.—Il1 per cent. 

Q.—But inspection; you have a man 
to represent ? A.—The inspec- 
tion fee is paid by the applicant. 

Mr. TILLEY: Q.—tThere is a gain 
of $9,747.03 by released reserves? A. 
—That is the reserves on policies which 
have expired or surrendered or lapsed. 

Q.—That yould be practically the 
sum that would go in reduction of the 
first year; your principal gain would 
be policies falling in within the first 
three years. 

Q.—Before there is a surrender 
value? A.—The third year we give a 
surrender value; prior to that. 

Q.—That would be an item that 
would come in prior to that; after 
that there would be some gain, I sup- 
pose, from a surrender? A.—We 
make a surrender charge. 

Q.—-About what charge do you 
make? A.—It depends upon the dur- 
ation and the plan. Take a twenty- 
payment life, I think it ranges from 
60 per cent. up to 90 per cent., and 
we give the full reserve at the end of 
the full period. 

Q.—I think 50 per cent. of the re- 
serve is about the minimum you al- 
low? A.—After three years. 

Q.—With increases according to dif- 
ferent plans and different stages? A. 
—Until the full reserve is allowed; ac- 
cumulated policies. 


Q.—Have you aconsiderable amount 
of not taken policies? A.—No, a very 
small amount. 

Q.—I notice in 1900 your business 
was $2,216,460, and $50,500 was not 
taken, that is about 24 per cent.? 


A.—It would be about 2 per cent. or . 


over. 
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Q.—What about the lapsed policies, 
does your policy provide that where a 
policy lapses the right to surrender 
value or continued insurance extended 
is automatic? A.—wNo. 

Q.—What does it provide? A.—It 
provides for paid-up insurance, cash 
surrender value, or extended insur- 
ance, if applied for. 

Q.—If you applied for it? A.— 
Within four months. Our policies 
are identical in terms with other 
companies’ policies, they forfeit the 
right in four months. 

Q.—I cannot say they are identical 
with other companies, that is your 
policy?” A.—-Yes. 

Q.—If the applicant does not call 
for his right under that clause do 
you give it to him? A.—No, he can 
apply for reinstatement. 

Q.—Is this the notice you send out 
to the insured? A.—We send out a 
number of notices. 

Q.—Is that one? A.—Yes, we send 
out two notices, and then we send 
out a number of letters before the 
policy is cancelled. 

Q.—This is the notice of lapses 
(reads)? A.—Yes. 

Notice of Lapses marked as. Ex- 
hibit 242. 

Q.—That gives the insured no in- 
formation at all as to his right to 
some surrender value or extended in- 
surance? A.—No. 

Q.—Why should not you when 
writing to him about renewing his 
policy, let him know what his rights 
are? A.—We do. 

Q.—How? <A.—By letter. 

Q.—Where is the form? A.—We 
have no form. We have a_ special 
letter required in a special case. We 
have a Department to deal with such 
cases. 

Q.—With what cases? Ale AN 
policies that lapse or terminate in any 
way. 

Q.—Who has charge of that de- 


partment? A.—Mr. Davidson. 


Q.—What is his duty? A.—His 
duty is to write; all the lapsed 
vouchers are handed over’ to him, 
and it is his duty to write to them. 

Q.—Send them that circular? A.— 
No, that is sent out before it gets 
to him. 

Q.—What does he do when it gets 
to him? A.—He sends letters to the 
parties recommending reinstatement, 
offering to revive the policy, or loan 
the premium as the circumstances 
may require. 
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Q.—Anything else, does he tell 
them what they. are entitled to? A. 
—No; our efforts are all in the line of 
reinstating. 

Q.—Not giving the man informa- 
tion as to what he can get if he does 
not want to reinstate? A.—I don’t 
know that that is specifically pointed 
out in every case. 

Q.—Is it done in any case? A.— 
Yes. 

Q.—Then you first find out what 
the man’s habits are? A.—No. | 

Q.—And whether he is looked upon 
as a good risk? A.—wNo. 

Q.—No attempt made to do that 
at. all? A.—Not in his Department. 

Q.—In whose Department is that? 

.—We make inquiries \during the 
first year or two years to see whether 
there has been any misrepresentation 
of material facts. 

Q.—You make inquiry as to that? 
A.—Yes. 

Q.—How do you make your _in- 
quiry? A.—Through a commercial 
exchange. 

Q.—Within the first year of every 
policy? A.—As a rule within the 
first 18 months, before the period of 
incontestability arrives. 


Q.—Outline what you do? A.—We 
make inquiries for the purpose of as- 
certaining if the applicant in his 
application has made any material 
misrepresentation with regard to his 
health at the time. 

Q.—That is done through what 
institution? A.—We have various in- 
stitutions. 


Q.—What institution do you use? 
A.—We use the Standard Agency 
and the Canadian Confidential 
Agency of Montreal, and sometimes 
other agencies. 

Q.—Do you do that with respect 
to every policy? A.—Excepting those 
that are personally known to us. 

Q.—That is after you have got the 
insurance? A.—Yes. 

Q.—You do not take any time for 
that beforehand? A.—We do _ not 
delay the issue of the policy. 

Q.—You have friends’ certificates 
with every application? A.—Yes. 

Q.—Do you ever apply to _ the 
friends? A.—Yes, but we don’t pay 
much attention to that. 

Q.—But before the period of con- 
testability is up you do make inqur- 
ies unless you know the man person- 
ally? A.—Our general rule is, after 
he has paid the first year’s premium. 

Q.—After he has paid his second 
premium? A.—Between that and the 
second premium. 
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Q.—And then you get a report on 
him, what do you do with that re- 
port? A.—If it appears there is any 
mis-statement made we communicate 
with the applicant and ask him to ex- 
plain. 

Q.—Have you ever communicated 
ies the applicant in any case? A. 
—Yes. 

Q.—And cancelled the insurance as 
a result? A.—Yes. 

Q.—Arranged for a cancellation of 
the insurance? A.—Yes. 

Q.—In how many cases have you 
done that? A.—I don’t suppose 
there have been probably half a dozen 
cases, that is where we have returned 
the premium. 


Q.—That is half a dozen cases? A. 
—Yes. 

Q.—I suppose that means some ex- 
pense to the Company to do that? A. 
Yes, but one case would pay several 
years 

Q.—What other use do you make of 
the information, do you use that in- 
formation when it comes to a case of 
lapse, getting him to reinsure? A.— 
No, if a man’s policy is lapsed over 
thirty days we require a certificate 
of good health before he can be rein- 
stated, that is over thirty days ex- 
clusive of the thirty days’ grace. 

Q.—That would be 60 days from 
the time the premium came due? A. 
—Yes. 


Q.—Beside that information, you 
give instructions to your agents to 
send in reports to you from time to 
*‘tme as to any person who is insured 
and his habits are looked upon as be- 
ing proper? A.—No, that refers to 
the time— 

Q.—39 in your agents’ manual, 
‘‘Should it come to your knowledge 
within two years that a policy-holder’s 
personal condition or family history is 
not as good as stated’? A.—That 
refers during that policy—it refers to 
the application. 

Q.—That information that you get 
in that way would be useful to you in 
determining whether you will chase a 
man up to get him back after he has 
missed paying a premium? A.—I 
don’t think we ever paid any atten- 
tion to that. Our whole endeavor is 
to guard ourselves against fraud. 

Q.—If a man makes no application 
for his surrender value, he doesn’t get 
it, does he? A.—No, within four 
months after, that is five months from 
the time. 

Q.—If he made application six months 
after he would not get his money. 
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Why should he be bound to make an 
application to you for it? A.—Well, 
the policy is the contract. It fixes 
the respective rights and obligations 
of the policy-holder and the company. 

Q.—Do people who take out insur- 
ance read the terms of their policies 
and carry them in their mind? A.— 
They should do. 


Q.—Is it not one of the easiest 
things for a man to forget all about 
the conditions of the policy or some 
Be roOpIC condition on the back of 
it! : 

MR. KENT: The witness says he 
should do. That is a very poor reply. 
Don’t you know, Mr. Marshall, that 
they do not do it? A.—Well, as a 
matter of fact, I don’t think there is 
one policy in a thousand that lapses 
where they don’t apply for it. We 
send them two notices before lapse, 
two printed notices after lapse, and 
we circularize them. We can’t do any 
more. 


MR. TILLEY: That is getting en- 
- tirely away from the question. Don’t 
you know that they do not read their 
policies? . A.—I don’t know that they 
do not. I know I read mine. 


Q.—That may be so, because you 
seem to have special rates; you get 
the whole first year premium off, and 
you should go to that trouble. A.— 
It is clearly stated in our policies that 
they have got to make application 
within four months. There must be 
some time. ] 

Q.—Just going through your poli- 
cies and fixing on some names and ask- 
ing for a report as to them, we find a 
man who pays nine premiums and 
then does not pay his next premium, 
and seven months later he asks for 
the cash value. Can you tell me what 
the cash value would have been on 
that policy, No. 1912? A.—It is an 
ordinary life non-participating. 


Q.—While that is being looked up 
for you. This statement that you 
handed in shows, according to your 
~computation, how long it takes a poli- 
cy to begin to accumulate surplus? 
A.—Yes. 


Q.—I will put that statement in as 
exhibit 244. It shows, giving the fig- 
ures in each case, that it takes a life 
policy until the fourth year; a twenty- 
payment life the end of the fourth 
year, and a twenty-year endowment 
until after the fifth year to commence 
to accumulate surplus. Have you 
now got what his surrender value 


would be? A.—Between $35 and $40. 
83 
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Q.—That money belonged to the in- 
sured just for the asking for it; all 
he had to do was to write you a letter 
and the money was his? A.—Yes, 
within five months from the time the 
premium came due. 

Q.—Can you tell me any reason why 
mere forgetfulness or -procrastination 
on his part should make what is his 
money the money of your company? 
A.—Well, there must be a_ period, 
some period or other. 


Q.—The Statute of Limitations is a 
very good period; six years for an or- 
dinary debt. Why should the insured 
have to apply at all; why shouldn’t 
you send it to him? A.—Because it 
is a condition of the contract. 

Q.—Why should you make that a 
condition as between the insured and 
the company that he insures in, where 
you are collecting his money, as it 
were, and carrying on a thrift busi- 
ness, as 1t was described the other day, 
and said to be a business that should 
not be taxed. Why should you put 
such a condition ag that in a policy. 
Can you give any reason for it? A.— 
At the time the policy in question was 
issued I don’t know of a company that 
did not have that condition in. 

Q.—Have you fallen behind the 
other companies in that regard? A. 
—No, our policies are more liberal in 
their terms now. 

QO. bit. notin ‘that. term?) | A.—. 
They have to make application for 
this. You cannot issue a policy and 
possess all the strong points of every 
other company, and make any money 
for the policy-holders or the company. 

Q.—That is all that can be said 
about it anyway. 

MR. KENT: Has the case ever 
come to your knowledge, Mr. Mar- 
shall, where any of your agents, or 
any agent of any other company, ever 
read an intending insurer the condi- 
tions of a policyP A.—Yes, and that 
point has been shown, that our agent, 
if he is spoken to, can point out some 
feature of the other policy which more 
than overcomes that. 

Q.—An insurance agent will take 
his policy and point out some superior 
point over the policy of another com- 
pany? A.—yYes, if he understands his 
business. 

Q.—But his policy is the contract 
between the company and the insured ; 
the company or its agent ought to 
read over all these clauses to the man, 
particularly if he is an ignorant man. 
T never knew it to be done, or heard 
that it was done; but you think it a 
reasonable thing to make a stipulation 
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that a man does not get his own 
money unless he applies for it in four 
months? A.—No, to get the cash sur- 
render value they have got a year 
within which to apply for reinstate- 
ment. We notify them of that. Some 
companies have a non-forfeiture fea- 
ture, but perhaps they do not give half 
the amount ef surrender value that 
we give. 

Q.—No company hag a _ reasonable 
right to call a policy a contract and 
hold the insured to that contract, un- 
less they have reason to suppose the 
man knows what the conditions of the 
contract are, it is taking advantage of 
a great many people’s ignorance, and 
taking advantage of almost all 
people’s negligence, to say here is a 
contract and you are bound by it, 
so much the worse for you if you 
don’t claim your money in the proper 
time, it goes to the company or to the 
other policyholders. That may be 
law but it is not what I should con- 
sider equity. A.—Competition is so 
keen that the tendency is to make 
the policy conditions too liberal. 

Q.—But that has always’ been 
avoided; there is no mention made 
of this condition to any man that is 
being assured. There are some strong 
points about each policy that the 
agent dwells on, particularly the 
feature that you are going to get 
your premium back, and you are go- 
ing to get a little more butter than 
bread, but this clause about surrend- 
er value and the necessity of notice 
in order to receive the surrender 
value, I never heard of an agent 
making a single remark about. I 
know it was not mentioned to me. 
In fact it was not until this investi- 
gation commenced that I got a clear 
idea of what surrender value was. A. 
—In old days your honour, there was 
no surrender value whatever. 


MR. TILLEY: Now on the valua- 
tion of your reserve, you have been 
changing it by a different system from 
any other company we have inquired 
into yet? A.—A gradual process. 

Q.—Instead of making a complete 
change at any one time you _ have 
commenced by changing certain years? 
A.—We changed 1890, then ’91 and 2. 
At the present time we have three 
years of our old business prior to 
1900, on a 33 per cent. basis. Next 
year we will have four. 

Q.—Since the new Act came into 
force you have been on a 33 per cent. 
basis for new business? A.—Yes. 

Q.—And you have commenced com- 
putting the reserve for the old poli- 
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cies of ’91 on the 34 per cent. basis? 
A.—Yes. 

Q.—The next year you did the ’92 
policies, and so on. A.—In 1912 we 
will have it all on a 33 per cent. 
basis. 


_ Q.—Do you anticipate any difficulty 
in getting the reserve as required by 
the Act of 1912? .A.—Well, it will 
mean a reduction in the profits or 
surplus that we can allot in the in- 
terim. It will ultimately come back 
to them. 


Q.—You must hold back from your 
policyholders money that you would 
have been paying out to them in pro- 
fite? A.—We have had to transfer so 
far $15,000 from surplus to reserve 
fund to carry out the requirements of 
the Government. 


Q.—And you will have to continue 
doing that. Was that your idea as 
to the fair way of changing the basis, 
to commence with certain years? A. 
—That was my suggestion. It would 
mean passing the dividend to policy- 
holders altogether if we had attemp- 
ted to do it all at once. I concluded 
that the least interest would be 
affected by making it gradual. 


Q.—Is your surrender value a per- 
centage of the reserve on a _ policy? 
A.—Yes. 

Q.—Does the changing of the _ re- 
serve on the policies of the years ’*90 
and ’91 before you changed the re- 
serve on the policies of the year 1897 
affect the surrender value on those 
policies? A.—The surrender value 
will be based on the reserve. When 
we change it, it will be on the 33 per 
cent. basis. E 

Q.—When you changed the com- 
putation of the 1891 policies from 43 
to 34 that changed the reserve ‘of 
course. A.—Changed the reserve. 

Q.—Did that have the effect of 
changing the surrender value that 
those policyholders could get? A.— 
Ultimately, of course, it will. 

Q.—But supposing one applied for 
the surrender value to-day in respect 
of a policy issued in ’92, would the 
policyholder get any more by reason 
of the change in the rate of insur- 
ance? A.—No, not at the present 
time. 

Q.—Why not? A.—Because the 
policies issued since that time at 
higher premium would have contri- 
buted a larger amount to the surplus. 


Q.—The new policies that have con- 
tributed towards the surplus funds of 
the company on a basis of a higher 
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premium would get a higher surrend- 
er value? A.—Yes. 


Q.—But the policies issued in ’92, 
although changed to a 34 per cent. 
basis, you would not give the man any 
more surrender value on that account. 
A.—Not unless on the termination of 
an accumulation period he might be 
entitled to it then. I would consider 
him entitled to it then. 


Q.—Has changing the basis of the 
reserve on two or three years before 
you do it on other years the effect 
of giving these policyholders any pre- 
ference? A.—No, probably for a year 
or so, but it would hardly be worth 
speaking of. Ultimately they will all 
be on the same basis. 


_Q.—If they survive and their poli- 
cies are still current they will? A.— 
Those that lapse during the period 
of transformation would not, and in 
my judgment are not entitled to it. 

Q.—They would be Jealt with on 
the basis of the old reserve, the 44 
_ per cent. reserve? A.—Yes. 

Q.—Have you laid down any rule 
about that? A.—Not yet. 

Q.—You are treating those policy- 
holders as being entitled to reserve 
on the 44 per cent. basis for any 
monies they withdraw from the Com- 
pany in the meantime? A.—Yes. 

Q.—But for the purpose of getting 
the standard up to the Government 
basis of 31 per cent. you have 
changed the reserve to 34? A.—Yes. 

Q.—But for no other purpose? A, 
—No other purpose. 

Q.—Do you keep an individual ac- 
count with your policies? A.—As re- 
gards profits? No. 

Q.—How do you divide your profits 
between policyholders? A.—We have 
not adopted the strictly scientific basis 
owing to the expense involved. 

Q.—It does not involve much ex- 
pense, if started and continued? A. 
—No company adopts it until they 
have a considerable amount of busi- 
ness, and it would mean a substan- 
tial addition to our staff, probably 
an expense of about two or three 
thousand dollars a.year. Jt would 
mean a considerable encroachment up- 
on the profits for us, a small com- 
pany, to do that. 

Q.—But you have to divide profits, 
or haven’t you? A.—Yes, 

Q.—What have you done, just de- 
cided that you will pay certain profits 
to certain policies and make an end 
of it? A.—No, we arrive at the 
amount available for distribution. We 
make a calculation of the amount of 
business we have in force on each 


Excelsior Life. (E. Marshall, Ex’d.) 
plan of insurance. Then we deter- 
mine what would be a proper allot- ' 
ment to the policies of each plan in 
the shape of a bonus addition. 

Q.—That is an arbitrary division 
of the surplus in that way? A.—Well, 
we' have taken the practice of the 
British companies as our guide in that 
respect, as regards the discrimination 
between one class of policy and an- 
other class. 

Q.—Having made that division do 
you pass the portion of the fund to 
the credit of the different classes of 
policies and so on? A.—No, they are 
not credited in the shape of being 
assumed as a liability of the company. 

Q.—Not in any shape binding on 
the company? A.—Not as a liability. 
It would be credited, but if we cred- 
ited the policy actually we would have 
to assume it as a liability. 

Q.—Would not that be the right. 
way? You should not be able to play 
fast and loose with a man’s profits, 
should you? A.—Well, for an old 
company that is not utilizing its sur- 
plus in organization and establishing 
its business in new districts, it is all 
right, an old company can apportion 
it, but not a small company. 


Q.—A small company must keep it 
all in one tub, so to speak? A.—We 
consider we are making larger profits 
by keeping it invested. 

Q.—I am not saying you should not 
keep it invested because you appor- 
tion it to certain accounts? A.—We 
make provision for all the profits on 
all the policies year by year as they 
fall in. We are distributing this 
year between seven and eight thou- 
sand dollars. ‘i 

Q.—A certain number of policies 
have fallen in this year? A.—And we 
have made provision for that ahead. 

Q.—And I suppose you have regard 
to what those policyholders will be 
expecting and what you propose to 
do about future business of the com- 
pany, all that sort of thing comes into 
your minds? A.—yYes. | 4 

Q.—And then you take six or eight 
thousand dollars and say, we will give 
that to them this year, is that right? 
A Yesh4. 

Q.—That may be a very good way 
from the company’s standpoint, but 
that does not seem to be a methodical 
appropriation of your profits, such as 
a person who is participating might 
reasonably expect to get. A.—Our en- 
deavor is to make the profits as large 
as we can for our policy-holders. 


Q.—Having regard to future expan- 
sion? A.—Well, suppose we have a 
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policy not entitled to profits for ten 
years. By utilizing that _ policy’s 
present profits in the development of 
the company we are making more pro- 
fits for him, but if we assume that 
profit as a liability we cannot use it in 
that way. 

Q.—If you credit the man’s policy 
with it, then the company has treated 
that as being his money. A.—We 
do credit it in a sense, but we do not 
assume it as a liability. 

—Do you credit it to his policy? 
A.—Certainly we do. 

Q.—And then if you made further 
profits you would credit them, and if 
- you made a loss you would have to 
deduct it? A.—We credit profits on 
all our policies this year that are en- 
titled to it, whether they draw it out 
or not. If the profit is drawn out it 
is assumed as a liability, if it is drawn 
out in the shape of cash or a bonus 
addition. 

Q.—That is very good for policies 
entitled to profits this year, but you 
have issued deferred dividend policies? 
A.—Yes, and we allotted the same pro- 
fits to them as we did to other poli- 
vies. 

Q.—You have to allot the policies 
that are not entitled to it for some 
time? A.—No, but we make allow- 
ance for all that. 

Q.—How do you make allowance? 
A.—We make a calculation as to the 
amount of money we absorbed in writ- 
ing new business which properly be- 
longs to the old business. 

Q.—How much money have you now 
set apart for deferred dividend poli- 
cies? A.—We have no money set 
apart. | 

Q.—How much money have you ap- 
propriated to them in any way? A. 
—We have about $54,000 that belongs 
to deferred dividends and other poli- 
cies. 

Q.—Or shareholdersP A.—No, I 
don’t think to shareholders. 


Q.—Why not? What have you done 
that takes it away from the share- 
holder and gives it to the _ policy- 
holder? A.—The shareholders draw 
their dividends every year. 

Q.—But you could next year double 
the dividend for all, the Act of Par- 
liament operates on your rights. A. 
—That would be a very injudicious 
policy. 

Q.—Supposing I am insured in your 
company, and I have had a deferred 
dividend policy that has been running 
for thirteen or seventeen years, and I 
come in and say to you,‘‘Well, how 
is my interest in this company getting 
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along? What am I entitled to now?’’ 
you could not look up and tell me? 
A.—Yes, I could. You are entitled to 
the same profits that the policies of 
the quinquennial periods have drawn, 
plus your share of those who die or 
drop out. 

Q.—Each year when a quinquennial 
division is made a similar amount is 
allotted to my policy? A.—Certainly. 

Q.—How do you figure out the bene- 
fit I will get by other persons dropping 
out of the class I am in? A.—Sup- 
posing there are 100 policies in the 
same year. At the end of the quin- 
quennial there is an allotment of pro- 
fits; you get, say, $50 every year there 
is an allotment to your policy. Of the 
original hundred who participate in 
the first allotment perhaps only forty 
or fifty or sixty are alive to draw the 
benefits; in addition to drawing the 
amount allotted to their own policy 
they divide up between them the share 
of those who have forfeited. 

Q.—That brings me to the end of 
the deferred dividend period. Do you 
tell me you are keeping an account 
like that in your books with respect 
to deferred dividends? A.—We are 
keeping an account, and we have a 
termination register. We have cards 
to represent each individual policy 
with which an account is made of the 
profits. 

Q.—In respect of that policy? A. 
—In respect of every policy. 

Q.—Each policy has a card? A.— 
Each policy has a card. Tiaiteesr a 
20 Payment Life Policy and the bonus 
addition is, say, $50—— 

Q.—Is that added to the card ‘each 
time a bonus addition is declared? 
A.—Not added to the card. We have 
a book for that purpose. We know 
that at a certain year policies are 
entitled to certain bonus additions. 

Q.—As you go along, the year that 
my policy becomes a claim and I am 
entitled to the profits, you do not do 
anything that prevents you dealing - 
with my policy in that year in any 
way you please and you can give me 
as much or as little as you like, is 
that’ right ri A -2Noriuth is inopecor 
rect. 

Q.—What do you do to prevent 
yourselves dealing with my policy in 
that way? A.—You would be entitled 
to the same profits as others who 
have received an allotment. In addi- 
tion you are entitled to your share of 
the profits that have been forfeited 
by those who have dropped out. 

Q.—That means that you must be 
careful not to pay out more than you 
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ultimately will pay to me? A.—We 
endeavour to do so. 

Q.—So that you err on the side of 
Bebe low rather than high now? A. 
—Yes. 

Q.—And that continues to be up 
to the present merely an arbitrary 
division by you? A.—An arbitrary 
division which has been endorsed by 
competent authorities as being a 
fair distribution until we are  justi- 
fied in assuming the expense of keep- 
ing a regular department for that 
purpose. 

Q.—If you were justified in going 
to that expense it is a thing that you 
should have. A.—Oh ultimately, un- 
doubtedly, but for a young company 
like ourselves it would be certainly 
unjustifiable. The expense of that de- 
partment would make a serious en- 
croachment, as I have stated before, 
on the profits. 

Q.—It would cost something, no 
doubt. I notice that in your return 
for last year you include under item 
No. 14. Other Ledger Assets, De- 
tails in separate Schedule $3,294.04 
and that is made up of two items, 
Office furniture $1,951.51, and sundry 
accounts as per schedule $1,342.89, 
and then you have put in a schedule 
of the open account. Will you tell 
how those open accounts arise? I 
see that they amount to, on one side 
$3,739.23 and then, apparently, you 
owe some other parties an open  ac- 
count $2,396.34. A.—They are ac- 
counts of agents, debits and credits, 


nothing particularly noticeable. 
Nearly all such. 
Q.—Suspense account $1,138.98. 


What does that mean, how long has 
that account been carried in that 
way, these balances? A.—That is the 
only item brought forward. 

Q.—Why are those items kept in 
suspense account, what is the nature 
of them. looking at the account there? 
A.—Well, one item there is Manitoba 
License, which is paid in advance, 
which we thought should not properly 
he adopted in last year. Provincial 
License for 1906. It was paid out in 
December but we think we are not en- 
titled to assume that as a liability 
until the vear it belones to. 

Q.—How much does that amount 
LO sek 3200), 

Q.—Then there is a substantial item 
there of eight or nine hundred dol- 
lars? A.—$882.98. It is an item of 
debits of certain commissions and 
things of that kind that our Winni- 
peg office took credit for and they 
should not have done it, it should 
properly belong to this year’s busi- 
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ness and it is a matter that has al- 
ready been disposed of, it merely re- 
quires the Journal entries transpos- 
ing it. We can give you the exact 
details. 

_ Q.—Why was it carried here at all 
if not properly chargeable? A.—Our 
Winnipeg office took credit for it and 
it is charged pending explanation. 

Q.—I notice you have some items 
there which would indicate that the 
company has owing to it sums of 
money from many people, small 
amounts? Are they agents? A.— 
Yes, all agents. 

Q.—Are any of them officers or 
clerks in the company’s employment? 
A.—I don’t know, unless it is some 
balance of travelling expenses and 
things of that kind. 

Q.—Why should they be carried 
against these partiesP A.—F. J. 
Mitchell, that is an amount owing for 
printing. They owe us for printing. 
That is in our solicitor’s hands. 

Q.—I see you have some amounts 
here where the company is indebted. 
Why should the company be indebted 
to R. Fasken for $1,334.35? A.—That 
is money due them. [ am not sure 
what it is. I think he put it in 
there. We had an overdraft at the 
bank and he put it in about a year 
or so ago. I cannot tell from this. I 
might from the book. June 20th, 
1905, it has been in nearly a year. 

Q.—$1,300, June 20th, 1905. Is 
that when it was received? A.—Yes. 

Q.—What interest is being allowed 
on that? A.—5 per cent. 

Q.—Why is 5 per cent. allowed? A. 
I don’t know anything about it my- 
self. I think Mr. Fasken had that 
amount; we had an overdraft at the 
bank and he said we had better put 
this in, we can pay it back or he can 
draw it when he wants to. 

Q.—It is practically left there dur- 
ing the pleasure of both parties? A. 
—That is the idea. 

Q.—Then there sre some other 
small amounts. Parker $612. Who 
is he? A.—He is the Secretary Trea- 
surer. That is practically the same 
way. 

Q.—He is an officer of the company? 
A.—Yes, he was cashier at that time. 
He put his money in practically at 
the same time. 

Q.—And got the 5 per cent.? A. 
Yes. 

Q.—Ar™ Blincel, who is he? Ts 
that in the same category? A.—Yes. 

(At 4.40 p.m., on Wednesday, 20th 
June, adjourned to 10.30 a.m. on 
Thursday, 21st June. 1906.) 
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MR. TILLEY: With your Honor’s 
permission I will read a letter that 
Mr. Shepley has written to Mr. G. 
H. Allen, President of the Dominion 
Life Underwriters Association. It 
bears on a matter that Mr. Shepley 
has been considering for some time, 
and that is as to the best way of 
presenting the case of the agents of 
the different insurance companies to 
the Commission. It reads as follows: 


“Toronto, Ont., June 21, 1906. 
“G. H. Allen, Esq., ~ 
President Dominion Life, 
Underwriters Association, 
171 St. James St, Montreal, 
Que. 


Dear Sir,—We have noticed that 
you are the President of an Associa- 
tion recently formed and called the 
Dominion Life Underwriters Associa- 
tion. 


It seems, from the circular issued by 
the Association under date llth June 
inst., that the objects of the Asso- 
ciation are, among other things, to 
promote such an intelligent apprecia- 
tion of the difficult questions now en- 
gaging the attention of the Royal 
Commission as will prevent the com- 
mission from falling into the errors 
which are supposed to characterize 
the work of the New York Legislative 
Committee. 


It is the desire of those who are in 
charge of the presentation of the in- 
surance situation to the Royal Com- 
mission to have all possible light upon 
the many perplexing problems which 
confront the Commission. 


I should be very much pleased if 
your Association would at the earli- 
est possible moment appoint a repre- 
sentative Committee, fully charged 
with the views of your Association, 
and arrange for a meeting between 
the Committee, and the Counsel em- 
ployed in prosecuting the present in- 
quiry, so that the views your Asso- 
ciation entertains upon the various 
questions with which the Commission 
must deal may be fully appreciated 
and adequately presented to the Com- 
mission. 

Please address Mr. Tilley Spon the 
subject. Unfortunately I am obliged 
to be away during the next two 
months, but Mr. Tilley and I have 
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carefully discussed the position and 
he understands it thoroughly. 
Yours truly, 
(Sgd.) Gro. F. SHEPLEY, 
Counsel to the Commission.” 

There is nothing to be said in addi- 
tion to what is in the letter except 
that we would be very pleased of 
course at any time to have the views 
of any insurance agent, whether be- 
longing to this Association or not, 
and any representations they make 
will be duly and properly considered. 

Examination of Mr. Edwin Mar- 
shall continued: 

MR. TILLEY: Q.—You have ob- 
tained so far as you have been able 
to the papers relating to the first 
bonus ef 5 per cent.? A.—Yes. 

Q.—There may have been others, 
you say, but this circular is all you 
have been able to obtain up to date? 
A.—There was not a great deal of 
correspondence about it. There were 
meetings which the President ad- 
dressed, and it was practically unan- 
imous from the commencement. 

Q.—This I suppose is a circular let- 
ter that was issued at the time? A.— 
Yes sir. 


Q.—It is dated 28th October, 1903, 
and addressed to J. L. Hughes, Esq., 
and signed by Mr. Clarke (Reads let- 
ter). Attached to that is the form 
used for the 5 per cent. bonus? . A.— 

es. 

Q.—It is addressed to the Manager 
of the Bank of Toronto. (Reads). ° 
That was the form used by sharehold- 
ers to hypothecate their shares to the 
Bank of Toronto as security for the 
amount the bank would advance as 
their share of the 5 per cent. bonus? 
A.—Yes. 

Q.—That same principle was adop- 
ted when the 6 per cent. bonus was 
paid? A.—Yes. 

Q.—And they pledged their shares 
again to the bank, those who were not 
ready to pay money but were willing 
to go into the scheme? A.—Yes. 

Q.—Attached to the exhibit is an- 
other letter to McVeity, a  share- 
holder, (Reads Letter)? A.—Yes. 

Circular letter and forms re bonuses 
marked Exhibit 245. 

Q.—You have not a copy of the cir- 
cular that was issued outlining the 
plan? A.—I was not able to put my 
hand on one; I will have a further 
search made. 

Q.—Were you able to find the agree- 
ment with Mr. Clarke regarding the 
commuted commissions? A.—I think 
that a copy was taken down to our 
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solicitors, and I have asked them to 
make a search for it. 

Q.—Failing the obtaining of that 
was the nature of the transaction ex- 
actly as outlined by Mr. Fasken in his 
evidence yesterday. Did he correctly 
outline the arrangement? A.—Prac- 
tically, yes. 

Q.—lIs there anything you can add 
by way of further information or ex- 
planation? A.—With the exception 
that a list of the business in respect 
to which commuted commissions were 
granted was largely on business writ- 
ten by myself and the directors, on 
which no commission was otherwise 
payable. 

Q.—So that the agreement made a 
commission payable on certain busi- 
ness written by yourself and other 
directors or officers of the company? 
A.—Certain of the directors agreed 
one with the other that they would 
turn in a certain amount of business. 

Q.—To make up a fund of commis- 
sionsP A.—Yes. 

Q.—Which would go to help out this 
note? A.—It was practically distrib- 
uting the expense over a certain num- 
ber of years. They assumed the sole 
liability. 

Q.—Do the directors of the company 
get commissions un any business they 
bring in now? A.—They are treated 
exactly the same as all other policy- 
holders and shareholders. 

Q.—That is not giving us much in- 
formation? A.—Any business they 
bring in they are allowed commissions. 

Q.—I suppose if I took an applica- 
tion for a policy I could get a commis- 
sion myself? A.—Yes. 

Q.—On a single application? _A.— 
Yes. 

Q.—It has got to be a species of 
brokerage? A.—Practically. 

Q.—And that would apply whether 
a director or any officer of the com- 
pany did the same? A.—Yes. 

Q.—I suppose if you get an appli- 
cation to-day you are allowed a com- 


. mission? A.—Yes. 


Q.—Of how much? A.—I am allow- 
ed the same commission as an ordin- 


ary agent would be on the first year, - 


no renewals. 

Q.—That would be 75 per cent. 
graded down? A.—Yes, but no re- 
newals. That was my old arrange- 
ment; since the first of the year, and 
IT have been appointed General Man- 
ager : 

Q.—Does that apply to other mem- 
bers of the office staff? A.—Yes, all 
of them. 

Q.—Take this next, supposing I am 


a policy-holder in your company, with 
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my name on the books as a policy- 
holder already, and some energetic 
clerk in the office discovers my name 
there and comes to me and induces me 
to write another policy in the same 
company, would he get a commission 
on that? A.—Yes. 

Q.—So that anything that the em- 
ployees in the office obtain by way of 
application they are given a commis- 
sion upon? A.—Brokerage commis- 
sion, no renewals. 

Q.—The top commission is 75 per 
cent., and that is graded down? A. 
—Graded down to 40 per cent. on ten 
year endowments. 

Q.—That would only apply to appli- 
cations they brought in themselves? 
A.—Yes. 

Q.—Do you get any commissions in 
respect of applications brought in by 
any other person than yourself? A. 
—Not unless I was instrumental in 
getting it. 

_Q.—Unless you were a party to get- 
ting it? A.—Yes. 

Q.—You mean to give some actual 
assistance? A.—Yes. 

Q.—But there is no arrangement 
whereby you get a commission on any 
person else’s work? A.—For about 
twelve years my contract allowed me 
10 per cent. commission. 


Q.—On what? A.—On business I 
got personally. 


Q.—What do you mean by 10 per 
cent. commission; 10 per cent. on 
what? A.—On the premiums. 

Q.—The first premium and renew- 
als? A.—No, the first year only. 

Q.—What do you get now? A.— 
For the last two or three years I have 
been treated the same as the ordinary 
office hands, in consequence of the 
small salary I was receiving. 

Q.—Was your salary reduced? A.— 
No, the ‘salary up to the year before 
last was only $1,800 a year. | 

Q.—Up to the year before last you 
got $1,800 a year and 10 per cent. on 
the first premiums? A.—Yes. 

Q.—Now you get what? A.—I 
don’t know, I received an intimation 
at the time of my appointment as 
General Manager that there would 
have to be some new arrangement. 

Q.—What salary do you get now? 
A.—$2,500. 

Q.—And the new arrangement, I 
suppose, would mean an advance on 
that? A.—Probably. 

Q.—That would be your understand- 
ing, you would not want it cut? A.— 
It was intimated by the Board that, 
instead of drawing commissions as 
heretofore, I should either have an in- 
crease or a bonus. 
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Q.—You have been getting $2,500 
and 75 per cent. on first premiums 
graded down? A.—Yes. 


Q.—Now, there has been nothing 
definite arranged as to any change 
that is to be made? A.—No. 


().—But you understand some change 
will be made whereby the possible 
commissions received will be com- 
muted in some way, and you will be 
given a bonus or additional salary in 
respect of that? A.—Yes. 


Q.—What would your 75 per cent. 
of first premiums amount to during 
the time you have been getting them ? 
A.—I don’t suppose they would 
amount to over two or three hundred 
dollars a year. 


Q.—After you take out the rebates, 
I suppose? A.—Yes. 

Q.—I suppose you would have to 
give rebates? A.—No, I think I have 
only given one or two rebates in my 
entire career with the company. 

Q.—To what extent would you re- 
bate, 50 per cent. and the whole pre- 
mium? A.—In one case, 5 per cent., 
and I think the other was 50; that is 
all I can recall. 

Q.—You have never given as you 
have received? A.—No. 

Q.—You have never given the whole 
premium? A.—No. (The accountant 
speaks to Mr. Marshall). 

Q.—Does it turn out you were 
wrong? A.—No, he was telling me 
the minute book in which I think that 
circular letter is that you inquired 
about, is in possession of the Secre- 
tary of the Commission. I asked the 
accountant to look up the minutes to 
see if there was a copy of that printed 
circular you were inquiring about at- 
tached, and he tells me the books are 
in Mr. Ross’s possession. 

- Q.—You were to prepare a state- 
ment showing the loadings? A.—I 
have it here. 

Q.—And you have stated how the 
loadings are computed; it was on the 
Hm. 43, and the principal plans are 
set out; it runs froin 15 per cent. plus 
$3 to 20 per cent. plus $3? A.—Yes, 
that is on the old Hm. 44. 


Q.—On the new 33 basis it is 20 per © 


cent. and $3? A.—On all the life 
plans. 

Q.—And 173 and $8 on the ten, fif- 
teen ad twenty-year endowment plans? 
A.—Yes. 

Q.—And 20 per cent. and $3 on the 
twenty-five and thirty-year endow- 
ment, and also on the endowment at 
seventyP A.—Yes. 

—Statement showing loadings mark- 
ed as Exhibit 246. 
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Q.—In 1904 the additional stock 
was issued? A.—Yes. 


Q.—I understood Mr. Fasken to say 
that during that year they could have 
so conducted the business that there 
would not have been any impairment 
of capital? A.—We could have writ- 
ten less business. 

Q.—By not expanding it as rapidly 
as you did there would have been no 
impairment; but with the expansion 
of business there was, or there would 
have been, an impairment of capital 
had you not got the 74 per cent. 
bonus? A.—Yes. | 

Q.—That is you got the 74 per cent. 
bonus ? A.—There would not 
have been an impairment, but there 
would have been only a small surplus. 

Q.—I think there would have been 
an impairment, would there not? A. 
No, sir. 

Q.—yYour surplus in 1904 was just 
about $9,000? A.—I thought you had 
reference to last year. 

Q.—No, I was taking 1904P <A.— 
I beg your pardon; $9,341.05. 

Q.—That was your surplus after get- 
ting the 74 per cent. bonus? A.— 
$11,000; we would have had an im- 
pairment of about $1,500. 

Q.—If you had not had that bonus? 
A.—Yes. 

Q.—Then, besides the bonus you 
wrote up the value of the building in 
that year some $10,542.25; so that 
without those two items the increased 
value of building and the bonus, there 
would have been an impairment of 
about twelve or thirteen thousand dol- 
lars? A.—yYes, that would make ap- 
proximately $12,000. 

Q.—What means did you take’ to 
ascertain whether that building was 
worth the additional amount? A.— 
We obtained a valuation from F. J. 
Smith & Company. I have a copy of 
his report here. There is also the val- 
uation of Mr. Butler. 

Q.—You had valuations made _ by 
real estate men? A.—Yes, sir. 

Q.—Did the Government have a 
valuation made? A.—Yes. 

Q.—Was it on the basis of these val- 
uations made that the property was 
put at $10,000 more? A.—It was on 
the basis of our own. 

Q.—What did your own valuators 
place it at? A.—We have one valua- 
tion at $43,500. We have another 
one. Mr. Smith’s valuation, I under- 
stand, was the one we took it in at, 
which was less than the Department’s, 
I understand. 

Q.—The mortgage on the building 
was what? A.—Our purchase price_ 
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represented the first mortgage; there 
was a second mortgage also. 

Q.—You paid $1,000 in cashP A.— 
Yes. 

Q.—And assumed the mortgage? 
A.—No, we gave the mortgage. 

Q.—For how much? A.—The bal- 
ance of the purchase price. 

Q.—That was $21,000? A.—$24,000, 
it has been reduced since. 

Q.—That is what brings it down to 
$21,000P A.—yYes. 

Q.—In your account what did you 
first put the building at? A.—What 
we actually paid for it. 

Q.—Including tthe mortgage or ex- 
cluding the mortgage? A.—We took 
the balance, our equity. 

Q.—So that you put in your ac- 
counts the value of the equity you 
had in the building after you put a 
mortgage on it? <A.—Yes. 

Q.—Why did you do that rather 
than put in the value of the building 
and show the liability of the mort- 
gage as one of the liabilities of the 
company? A.—I think it is custom- 
ary for companies when they own pro- 
perty to put in their equity. 

Q.—To put in their equity as the 
asset? A.—Yes. 

Q.—You carried it at that till 1904 
when you had it valued? A.—Yes, 
we had greatly improved the build- 
ing, and the rents were three times 
what they were when we purchased 
it. 

Q.—And the Government also had 
it valued? A.—Yes; they had two 
valuators. 

Q.—Who were they? A.—TI only 
know one, that was Mr. Small. 

Q.—Do you know what value they 
put on it? A.—No, it was substan- 
tially more than what we took it in 
at. 

Q.—You think that increase in 
value in 1904 was justified by the val- 
uation that was made? A.—We pur- 
chased the property when real estate 
was very much depreciated in that lo- 
cality. I understand the property had 
sold some years ago at $60,000. 


Q.—It was bought by you in 1902? 
A.—Yes. . 

Q.—And your purchase price would 
ho about $25,000 all told, mortgage 
and all? » A.—$25,500. 

Q.—And then you say owing to the 
appreciation in the value, and you al- 
so say something about improvements 
A.—Yes. : 

Q.—I suppose the improvements 
were kept track of besides the addi- 
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tional value you wrote it up? A.— 
Partly. 

Q.—Not entirely? A.—I know 
there are lots of improvements that 
were charged to revenue account; we 
only charge such improvements to the 
actual structure of the building to 
capital account. 

Q.—You charged I suppose to capi- 
tal what would fairly be treated as an 
expenditure for capital, and to the 
expense account what was fairly 
chargeable just by way of mainten- 
anceP A.—Yes. | 

MR. LANGMUIR: Where is the 
building ? 

MR. TILLEY: The building is op- 
posite the Freehold on _ Victoria 
Street? A.—Yes, 59 and 61. 

Q.—What was it called before you 
took it? A.—Victoria Chambers. 

MR. LANGMUIR: It is leasehold? 
A.—No, freehold. 

MR. TILLEY: The property now 
stands at $42,974? A.—Yes. 

Q.—And it cost you $25,500P A.— 
That is what it originally cost us. 

Q.—I notice you have one security 
that is on a reversionary estate? A. 
—Yes. : 

Q.—Have you more than one? A. 
—No, it is only on one estate. 

Q.—Have you had other loans of 
the same kindP A.—No. 

Q.—It is a loan on the interest of 
a beneficiary in an estateP A.—Yes. 


Q.—How much is the amount you 
now have by way of advance in that 
way? A.—We have taken credit for 
the amount we have actually paid out 
plus the interest that the agreement 
calls for. 

Q.—And you have treated that as 
the amount of the loan; what does 
that amount to now? A.—$33,545.21. 

Q.—That is the amount of the ad- 
vance? A.—Yes. 

Q.—And the security is a share in 
an estate? A.—Yes. 

Q.—What I wanted to ask you 
about that was just from this view, 
do you regard that as an investment 
coming under the Insurance Act? A. 
—Certainly. 

Q.—Under what clause of the In- 
surance Act? A.—There are practi- 
caly two transactions. 

Q.—I want to know under’ what 
part of the Act you would bring that 
class of investment? A.—It is in- 
volving the insurance of life, the an- 
nuity which we grant comes under 
the head of life insurance. 

Q.—Do I understand the transac- 
tion involves a definite. certain 
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amount per annum by way of annual 
payment? A.—Yes. 

Q.—And you are secured for that 
annual payment by the assignment of 
the interest in the estate? A.—Yes. 

Q.—What I wanted to know is this, 
do you class that as a loan on real 
estate or a loan on a policy? A.— 
A loan on real estate. 

Q.—How is it a loan on real estate, 
have you any real estate assigned or 
transferred to you as security? A.— 
We have an equity, the reversionary 
interest in real estate. 

Q.—That is the estate of which you 
are entitled to a share as security 
holds a lot of real estate? A.—Yes. 


_ Q.—Do you regard that then as be- 
ing a security on real estate within 
the meaning of the Act where no ac- 
tual real estate is assigned or trans- 
ferred to you? A.—Such is our inter- 
pretation after consulting our solici- 
tors. 

Q.—As I understand there is no 
specific portion of real estate mort- 
gaged? A.—No; as a matter of fact our 
equity or mortgage only represents 
about 25 per cent., I understand, of 
the value of the party’s interest. 

Q.—That is to say your advance 
does not represent more than one- 
quarter of the annuitant’s interest in 
the estate? A.—That: is what I 
understand. 


Q.—That is to say the security is 
more than ample? A.—yYes. 

Q.—I am not criticizing it from 
that point of view; I just wanted to 
know whether in connection with 
that security there is any _ specific 
piece of real estate mortgaged to your 
company? A.—wNo. 

Q.—If there is no specific mortgage 
on real estate you can hardly class 
that as a security on real estate, can 
you? A.—In our report to the Gov- 
ernment it is shown separate. In our 
report to our shareholders we include 
it in the mortgages, 

MR. LANGMUIR: Does the assign- 
ment of the interest of the estate spe- 
cifically set out real estate? A.—It 
contains an inventory of all the prop- 
erty comprising the estate. 

Q.—Is the interest assigned, and the 
real estate specified in the assignment 
so that the document can be regis- 
tered? A.—The entire interest of the 
party in the property is hypothecated. 

MR. TILLEY: The entire share in 
the estate is assigned and transferred 
to you, but there is no specific charge 
of the debt on a specific piece of prop- 
erty, in a way that it is registered in 
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the Registry Office, made a security 
in that way? A.—No. 

Q.—Because your annuitant has no 
specific property owned as yetP A.— 
No. 

Q.—It is just an interest in the. 
whole estate? A.—Yes. 

JUDGE MacTAVISH: An undivid- 
ed share? 

MR. TILLEY: A_ defined share, 
but an undivided share. 

JUDGE MacTAVISH: I _ suppose 
the company claims it is right under 
sub-section 2 of section 50. (Reads). 
It seems to be pretty wide. 

MR. TILLEY: It is rather a broad 
clause, and I assumed that was the 
clause it would be put on. I want to 
bring out the fact that this transac- 
tion involved treating as_ security 
something that could not be register- 
ed as against real estate. 

MR. LANGMUIR: Would ‘a judg- 
ment against the party who has given 
the assignment take priority to the 
claim P 

.MR. TILLEY: A judgment, of 
course, would not take priority to the 
claim, because creditors would all 
share equally, the judgment creditor 
and this annuitant as well, but the 
question is hardly that 

JUDGE MacTAVISH: Notwith- 
standing the assignment? 

MR. TILLEY: I understood Mr. 
Langmuir to be referring to any spe- 
cific item of real estate. The assign- 
ment of the general interest in the 
fund in the estate would come first. 

Q.—That is a common investment in 
England? A.—And I believe some of 
the Canadian companies have it. 


Q.—More common in England than 
here? A.—Yes. 

Q.—Do you regard it as a safe and 
proper class of investment for insur- 
ance companies to make? A.—Yes, 
perfectly so. 

Q.—Is there insurance coupled with 
itP A.—Yes, 

Q.—The insurance of the annuitant 
coupled with it, so that your security 
consists of hypothecation to you of the 
whole of the annuitant’s share in the 
estate, and then the life of the anui- 
tant is also insured, so that if death; 
occurs before your claim becomes due 
you get paid out of the insurance? 
A.—That is the theory of it. 


Q.—You say that is a common class 
of investment for insurance companies 
in England? A.—Yes. 

Q.—Very common? A.—Yes. 

Q.—But not so common here? A.— 
No. 
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Q.—In your opinion that is a class 
of investment that might very well be 
allowed if there could be any question 
about it? A.—Yes, perfectly secure 
investment. 


Q.—I am not saying, of course, that 
section 2 does not cover it, even as it 
stands? A.—Our solicitors interpret- 
ed the Act as allowing us to do so. I 
think they based their judgment on 
the Ontario Insurance Act. 


Q.—Under which you were operating 
for some years? A.—Yes. 


Q.—You had some sort of transac- 
tion with a mercantile agency com- 
pany? A.—We did, in a small way; 
they wanted to make arrangements 
with the Excelsior for insuring cer- 
tain merchants, or the customers of 
certain merchants, with whom they 
_ did business. 


Q.—Had you any plan evolved to 
carry that through? A.—We had a 
plan outlined but it was dropped after 
we had sold them a small amount of 
insurance. 

Q.—How much insurance had you 
sold the mercantile agency ? A.—Prob- 
ably $50,000, on which we received 
the first month’s premium. The thing 
was abandoned because they could not 


Q.—Have you the papers here? A. 
—No, I could produce them in short 
order. 

Q.—I would like those; just outline 
the scheme? A.—The scheme was not 
ours. 

Q.—What was the agency company? 
A.—The scheme was not ours; the 
agency company was a company estab- 
lished for making arrangements with 
merchants to insure their customers. 
My directors refused to have any- 
thing to do with it, but we finally 
agreed to sell them the insurance pro- 
tection on certain conditions, which 
involved a cash payment over the 
counter for the insurance before it 
could be granted. That company dis- 
continued business after a few months’ 
operation owing to lack of capital. 


Q.—The company is not in existence 


now? A.—No, it was only in existence 
two or three months. 

Q.—Did it carry on business with 
any insurance company except with 
your company? A.—I am not aware 
it did; it practically discontinued 
business owing to lack of capital. 


—Were persons who were direc- . 


tors of your company directors of this 
mercantile company? A.—No, no as- 
sociation whatever. 

Q.—No community of interest at 
allP A.—No. 
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Q.—It was an independent organi- 
zation? A,—Yes. 

Q.—And it was trying to effect in- 
surance on customers of wholesale 
houses? A.—Yes, and retail, too, I 
understand. 

Q.—Who would pay the premium, 
the mercantile agency? A.—The 
mercantile agency would pay the pre- 
mium to us; that is all the connec- 
tion we had with it. 

Q.—Where would the mercantile 
agency get its money? A.—From the 
wholesale or retail merchants. 

Q.—Let us assume it is the whole- 
sale merchant, from the wholesale 
merchant whose customers’ lives are 


insured? A.—Yes. 


Q.—Did you insure each customer 
on his own merits, or was it a blanket 
policy of insurance? A.—Each on its 
own merits. 

Q.—Was there a medical examin- 
ation? A.—Not in the case of small 
policies. 

Q.—What would you say was a small 
policy? A.—A policy less than $500. 

Q.—Was there any application by 
the customer for insurance? A.— 
Yes. 

Q.—Any application form filled out 
by him? A.—Yes. 

Q.—But he did not pay the prem- 
iumP A.—No. 

Q.—What rate or tariff did you 
give to the mercantile agency for 
this class of insurance? A.—The 
rates were substantially greater than 
the ordinary rates. 

Q.—Why wouldthey be greater? A. 
—Because of there being no medical 
examination in the case of the smaller 
policies. 

Q.—Was there a medical examina- 
tion over $500? A.—Yes. 

Q.—Was there any policies over 
$500? A.—As a matter of fact we 
never issued one; there was only 
about, if my memory serves me right, 
thirty or forty or fifty dollars of in- 
surance sold. 

Q.—It never amounted to more 
than that? A.—No. 

JUDGE MacTAVISH: I thought 
you said $50,000? A.—That is for 
one month; that would be a pretty 
good premium on $50,000 for one 
month. 

MR. TILLEY: Was it term insur- 
ance? A.—Yes, not renewable. 

Q.—And that has all expired? A. 
—yYes. 

Q.—You are not continuing any 
of it now? A.—No. 

Q.—So far as you know the mercan- 
tile agency has come to an end? 4 
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—Long ago; they were in existence 
only two or three months. 

Q.—Will you show me the clause 
in your policy or in your charter that 
defines the right of a policyholder to 
profit where he is in a participating 
class? A.—There is no clause in the 
Ontario Insurance Act. 

Q.—There is no clause in your 
charter? A.—No. 

Q.—Show me the clause in your 
policy that gives him any right; here 
are some policies? A.—(Indicates). 

Q.—Does this policy number 13,705 
contain a statement as to the rights 
of the participating policyholder as 
plainly as any policies you issue? A. 
—No. 

Q.—I would like to have the plain- 
est contract you have with the insur- 
ed showing his right to profitsP A. 
—There are other policies than these. 
These ones are unusual policies, and 
very few of them are issued. There 
are two of those non-participating. 

Q.—You have a clause 7 here in pol- 
icy number 12,226 which provides the 
company shall not be liable under his 
policy unless within 12 months of the 
date of the death of the insured the 
person making claim thereunder has 
furnished proofs satisfactory to the 
company at their head office of the 
death of the assured during the con- 
tinuance of the policy— is that a com 
mon clauseP A.—I think that is a 
statutory requirement. 


Q.—That the death must be proved 
within 12 months or else lose all 
right to the policy? A.—If£ my mem- 
ory serves me right that is a clause of 
the Ontario Insurance Act. 

Q.—Not a clause you are bound to 
put in? A.—No. 

Q.—Is it a common clause with 
your policies? A.—TI think it is. 

Q.—Is it a clause you have ever 
insisted on? A.—We have never had 
occasion to avail ourselves one way 6r 
the other. 

Q.—It is conceivable that that 
might work a great hardship on 


claimants under a policy? A.—We- 


have never found it necessary to util- 
ize it in any way. 

Q.—Can you tell me any use it is 
for the proper protection of the com- 
pany? A.—It is a pretty general 
practice in the United States, the 
companies there found it necessary in 
order to protect themselves; I do not 
think any company would utilize it 
if it was shown it worked a hardship. 

Q.—You were going to refer me to 
the strongest clause you had in your 
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policy showing the right of the in- 
sured to profits? A.—(Shows). This 
policy is a ten year endowment. 

Q.—You have taken a policy called 
ten year endowment accumulation 
dividend plan, and this provides as 
follows: ‘‘This policy is issued on the 
accumulation dividend plan,’’ the 
conditions of which are as follows: 

“That the accumulation period 
shall be completed on the first day of 
November, 1915; that no dividends 
or profits shall accrue, be apportioned, 
or be payable on this policy unless 
the assured survive the completion of 
such period, and unless the policy be 
then in force; then on the completion 
of the accumulation period before 
mentioned the insured (with or with- 
out the consent of the beneficiary) 
shall be entitled to either one of the 
following :’’ 

Then it gives certain options: 

‘1. Withdraw the face of the policy 
and in addition the profits that may 
be apportioned by the company there- 
to 


‘2. Obtain for the total cash value 
a fully paid-up life policy. This op- 
tion is subject to a certificate of good 
health. 


“3. Purchase with entire cash value 
an annual income payable during the 
lifetime of the assured. 

‘Tt is understood and agreed that 
the assured shall notify the company 
of the option selected within three 
months after the completion of the ac- 
cumulated period, otherwise the com- 
pany shall have the unquestioned right 
to select the option in settlement.?’ 

Q.—Is that the plainest clause you 
have got in your policies as to the as- 
sured rights to profit? A.—Yes. 

Q.—This does not say what profits 
he is entitled to at all, does it? A.— 
You cannot mention the profits, the 
amount, 

Q.—No, but you can say whether it 
will be a certain percentage of the 
profits in his class. A.—He will get 
his share. 

Q.—It does not say anything about 
his share, it says that no dividends 
or profits shall accrue, be apportioned 
or be payable on this policy unless 
the assured survives the completion 
of a certain period. That is the main 
part of the clause.. Then it says that 
on completion of the period he shall 
be entitled to, the first one is, ‘“‘with- 
draw the face of the policy and any 
addition of profits apportioned by the 
company.’ That is to say, at the end 
of a certain time he is to get the face 


, of his policy and such profits as the 
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company gives him, that is the whole 
of his contract, is it? A.—The whole 
of his contract. 

Q.—And from the date, I think you 
told me yesterday, that that policy is 
issued, until the date his policy be- 
comes a Claim or that these profits are 
to be paid to him, there is nothing 
done in the way of keeping an ac- 
count or showing how his policy is 
‘progressing or what profits he is get- 
ting? A.—Not as between the as- 
sured- and the company. 

Q.—And there is nothing to prevent 
you at the end of the period, whenever 
that period comes, fifteen or twenty 
years hence, to give him just as much 
or as little profits as you please, and 
that is taken out of a common fund 
which, up to that time, has not been 
_apportioned to him at all? A.—It 
has been apportioned to him in the 
accounts of the company. 

Q.—Will you show me the accounts 
where that is apportioned? A.—I 
have a memorandum here of a distri- 
bution now being made. 

Q.—What I would like, Mr. Mar- 
shall, is something to show what right 
a policy-holder would have at the end 
of his period to say to the company, 
you have not dealt properly with me 
~ about profits, because so far as I can 
see in none of your policies do you tell 
him that he has any particular right 
to profits except what you may choose 
to give him? A.—If the Excelsior or 
any other company did not treat 
their policy-holders right in that or 
any other matter they would soon be 
out of business. 

Q.—Is it right to leave a man in 
the position that all he is entitled to 
is that he may have what you must 
pay him in order to make good ad- 
vertising for the company, instead of 
bad advertising? A.—They must 
treat him fairly to retain their exis- 
tence. 

Q.—I don’t know; we have had a 
good many complaints about the divi- 
sion of profits. Not about your com- 
pany, I will say that, but about other 
companies, and what I would like 
to ascertain is what is it in the policy 
that defines the man’s rights, is it 
just a gratuity or something the 
company may choose to give him in 
order to not get into bad repute, is 
that all the claim he has? A.—I see 
no reason why a policy, even on the 
deferred dividend plan, should not re- 
ceive a statement of profits continu- 

ally. 
'  Q.—Supposing I am a deferred divi- 
dend policyholder in your company 
and I come in and ask you to-day or 
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at the end of a five or ten year period 
and say show me how my account 
stands, what can you show me? A.— 
I can show you what has been allotted 
to the quinquenial policyholders in the 
same class. That is a deflnite amount 
that you are entitled to. 


Q.—There is nothing that transfers 
that to me. A.—No, because we 
would have to assume it immediately 
as a liability. 

Q.—And you would not do that? A. 
—We would not do that. 

Q.—So that as to my policy I may 
ultimately get more or less than that? 
A.—You are bound to get as much. 

Q.—Why? A.—Well, I think the 
company is under obligation to that 
extent. 

Q.—That is to say if you give a 
man to-day $50 and my policy is in 
existence you must give me $50? A.— 
Certainly. 

Q.—Could you ultimately give me 
$60? A—.You would be entitled to 
more than the $50, more than the 
quinquennial man because you would 
be entitled to the share of those who 
drop out. 

Q.—Supposing the policies are the 
same in that regard? A.—No, we 
could not do that. 

Q.—Why couldn’t you give me 
more? A.—It would not be proper. 

Q.—What is there in your treat- 
ment of your policyholders that estab- 
lishes that? A.—We allot the same 
profits to all policyholders of the 
same class. 

Q.—Will you show me anything in 
your policies that requires you to do 
that? A.—It is not in the policy. 
We would have to compute by actu- 
arial methods an amount of profits 
which each policyholder in each class 
is entitled to. 

Q.—You do not even say that he 


- shall get his share of the surplus 


funds according to the division ot 
profits made by the company; so far 
as I read your policy it is just a 
promise to pay him whatever is allot- 
ted to him by the company. If there 
is anything that binds you to treat 
them all alike or make regular declara- 
tions of profits and divide them among 
the policyholders, I would like to 
know where it is to be found? A.— 
The policyholder is entitled to the 
profits which have been apportioned 
to the volicies of that class. 

Q.—Will you show me where that is? 
A.—Well, in this plan here, the pro- 
fits apportioned to this debenture. 

Q.—What are you reading from 
now, another policy? A.—I think it 
is practically the same in all those. 


1326 ROYAL COMMISSION ON 


44th day, June 21, 1906. 


Q.—‘‘The cash value, being. guar- 
anteed commuted value, and in addi- 
tion the profits apportioned to this 
debenture?’’ A.—Yes. 

Q.—That does not say to policies of 
a certain class or anything elseP A. 
—I see no reason why it should not 
be more specific. 

Q.—It is probably a fault in draw- 
ing the condition up, you say? A. 
—No, that is practically the way I 
think you will find that nearly all 
the companies have them. I am not 
going to draw comparisons, of course. 

Q.—I do not say that that is so, 
but what I want to point out is that 
the policyholders’ rights and profits 
seem to be left very indefinite by all 
companies and they do not keep, at 
least the majority do not, any ac- 
count so that he can find out from time 
to time where his policy is with re- 
gard to profits? A.—He could be 
given approximately how he stands. 

Q.—Why should he not have it ac- 
curately, to that extent, you are trus- 
tees for that policyholder? A.—Well, 
on deferred dividend plans it would 
be impossible to let him know defin- 
itely, as I have explained. 

Q.—Why? A.—We could tell that 
man there is so much bonus addition 
or cash allotted to policies of his class 
on a certain division. 

Q.—Why could not an account be 
kept so that he could be told that any 
time he wants to know it? A.—TI see 
no reason why it should not. 

Q.—Except the reason you have 
given, that when you would regard 
the company as owing him that 
money, and why should you not, if 
it has been earned? A.—It would be 
all right if we were not required to 
assume that as a liability. 

Q.—Why should you not assume it 


as a liability if his policy has earned’ 


that amount? A.—I am speaking of 
my experience with a young company. 
It would practically rule all young 
companies out of business because 
they could not give profits on 
those bases for perhaps 10, 15 or 20 
years. 

Q.—Well, that is the way the mat- 
ter stands at any rate. Then I will 
put in the claim papers of this com- 
pany to show what is being required. 
(Exhibit 247.) Then I will put in 
a memorandum that I have prepared 
showing the income and expenditure 
of the company for nine years, from 
1897 to 1905. This is not made up as 
your statement but it is a totalling 
of your different items. First comes 


6 EDWARD VIL., A. 1906 


Excelsior Life. (E. Marshall, Ex’d.) 
the net premium income; then the 
amount received for interest or divi- 
dends on stock; then jreceipts for 
rents, calls on capital, bonuses on 
capital, premiums on capital, and 
shows that the total income of the 
company since receiving a Dominion 
license has been $1,601,021.27. The 
total expenditure of the company, 
made up of various items, including 
death claims, annuities, surrenders, 
cash dividends to policyholders, com- 
missions, agency expenses, medical 
fees, advertising, printing, taxes, 
rents, dividends to stockholders and 
sundry expenses, totalling $875,947.59. 
(The statement referred to filed as 
Exhibit 248.) If you find anything 
wrong ‘about those figures, let me 
know. If you take out from that 
statement the expenditure represent- 
ing payments to policyholders and 
stockholders, taxes, licenses, the ex- 
penses that would remain as charge- 
able to the getting of business would 
amount to $591,543.81. That would 
be the expense from those nine years 
for getting policies for the company? 
A.—And retaining the old. 

Q.—Yes, and retaining the old. 
Then the premium income during that 
time is $1,335,499.389. The total in- 
come $1,601, 021.27. So that the ex- 
pense of getting business, of writing 
the business and so on would be 44.6 
per cent. of the total premium in- 
come during the nine years. Now 
would you or not consider that an 
expense of 44 per cent. to get the 
business is not a very heavy expendi- 
ture of the receipts of the company? 
A.—Not for a young company of our 
age, I would consider it moderate. 

Q.—What should an older company 
expend then? A.—The ratio be- 
tween expenses and premium income 
should decrease with the age of the 
company. 

Q.—How low should it get when 
the company is on a sound permanent 
basis? A.—Well, that would depend 
in a measure on whether it is a com- 
pany that is pushing for new busi- 
ness or not. Some of the old English 
companies get down to, perhaps, 10 
or 12 per cent., whereas companies 
of the same age ‘actively pushing for 
business may be up to 25 or 30 per 
cent. 

Q.—Your general expenses eval be 
36.9 per cent. of your total income 
including receipts from interest and 
from other sources, over one-third go-, 
ing out by way of expense, not tak- 
ing into account anything that you 
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pay out to the stock or policyhold- 
ers, death claims or anything of the 
kind; over one-third goes out for the 
expense of getting the business. That 
seems to be unduly high, Mr. Mar- 
shall; I am not kaying unduly as 
compared with other companies ‘of 
your age, but from a sound insurance 
standpoint it would seem to be high? 
A.—We must all admit that expenses 
are higher than we would like to see 
them. We cannot get business under 
existing conditions any cheaper. 

Q.—The Excelsior Life cannot in 
any way get business on a better basis? 
A.—I don’t think so, under existing 
conditions. 

Q.—The existing evil being what? 
A.—Well, there has been an increase 
of 40 per cent. in Government and 
Municipal taxes in the past; and 
medical fees have increased; in a 
large number of cases where we were 
formerly paying $3 we require to pay 


$4 or $5. And the rebating accounts: 


for considerable. 

Q.—Can rebating be prevented by 
the companies getting together or is 
it something that can be prevented 
by legislation? A.—There have been 
efforts made in that direction but it 
appears to be impossible to get all 
the companies to work in unison. 

Q.—Then you say it is hopeless to 
get the companies to work together ? 
A.—Unless we can get the Govern- 
ment to assist us. 

Q.—How? A.—Probably by penal- 
izing all parties. I think that would 
put a weapon in the hands of the 
companies that would enable them to 
stop rebating. 

Q.—You think the companies should 
have a club of that sort? <A.—I 
think so. 

Q.—The expenditures are more than 
is proper for the proper carrying on 
of the business and you say the com- 
panies cannot control their own busi- 
ness? A.—In my opinion, no, they 
cannot. We have got to do the same 
as the agents of other companies do, 
or do without the business. If we are 
competing for business and another 
company offers a rebate, we have to 
meet the same rebate or lose the 
business. 

Q.—Your general expenses for 1905 
were $109,347.41, Your new premiums 
were $56,198.39. That is your ex- 
penses for 1905 were 151.1 per cent. 
of the new premiums. Now isn’t that 
very high? A.—I don’t think you 
have taken into consideration the 
outstanding and deferred premiums in 
that calculation. 
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Q.—I am taking it-from your re- 
turns. A.—That would be probably 
the premiums received in cash, 


Q.—What would your expenses be 
compared with your first year’s prem- 
iums? A.—We have the first year’s 
premiums here, $76,812.32. 


Q.—That would include the out- 
ehane premiums, I suppose? A.— 

es, 

Q.—That would make the percent- 
age how much? I notice that you 
rather advertise your low expense of 
management and your low cost of new 
business, you rather make a_ point 
of that in your new literature. A.— 
I only know two companies whose 
pegs in getting new business are 
ess, 

Q.—Notwithstanding the expense 
you are put to, you say there are 
only two companies that are lower. 
You mean two Canadian companies, I 
suppose? <A.—Yes, I make it 117 
per cent. 

Q.—117 per cent. of the new prem- 
iums? You issue a policy where the 
profits are used to reduce the term 
of the endowment, do you not? A,— 
Yes. 

Q.—And where the endowment is to 
be at age 70 I think you compute 
a person entering at 35 that the 
profits will reduce the endowment by 
12 years, that is bring it from 70 to 
58. Can you say whether that is so? 
A.—That is the original estimate, I 
think, when that plan was first issued 
15 years ago. 

Q.—Have you changed the estimate? 
A.—Yes. 

Q.—By reason of what? A.—In my 
opinion the original estimates were 
too liberal. 

Q.—I suppose that all companies 
starting are apt to issue too liberal 
estimates and too low premiums, are 
they not? A.—I think we were all 
transgressing in that respect at that 
time. 

Q.—What is your estimate now for 
that same policy? A.—Hight years. 

Q.—It was 12 and you have reduced 
it to eight in your estimate. Do 
you think the eight will be realized? 
A.—Yes, we have reasonable grounds 
for estimating that it will. 

Q.—Is it fair to say that you have 
revised your estimates? A.—Yes. 

Q.—Do you think that companies 
should send out these estimates or 
should they be prevented from doing 
so? Are they not used as you have 
said by young companies? A.—No, 
I do not think the young companies 
are always the transgressors. 
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Q.—But yours is getting to be an 
old company now? A.—I am speak- 
ing of the time we drew it up. There 
was not very much difference in the 
estimates, they were all practically 
nearly the same. 

Q.—I suppose if they put out esti- 
mates, every company is practically 
obliged to estimate the same as its 
competitors? A.—It would be rather 
an unwise thing to estimate any 
lower. 

By MR. GEARY: 

Q.—I was asking Mr. Fasken in re- 
gard to the organization which you 
put up at the commencement of the 
company. Were you instrumental in 
getting that together? A.—My ser- 
vices were engaged to float the stock 
in the company’s initial stages. The 
old Protestant Life had been estab- 
lished or organized I think six or 
twelve months. I don’t know anything 
about the original company. 

Q.—You don’t know anything about 
the steps that were taken to get the 
original agents? A.—yYes, I got a 
number of them myself. 

Q.—Were they trained men? A.— 
In nearly every case. Our first super- 
intendent of agencies had had consid- 
erable experience in insurance mat- 
ters. 

Q.—But I mean the ordinary field 
men, the agents who get the busi- 
ness personally, did you get trained 
men? A.—We got trained men to 
select local agents. 

Q.—The local agents are the men 
I am speaking about, the men who 
actually canvass the business, were 
they trained men when you got them? 
A.—In some cases they were and in 
others not. 

Q.—Out of employment or working 
for other companies? A.—As a rule 
local agents are men who only work 
during their spare time. They might 
be representing fire companies in some 
bank or commercial employment. 

Q.—Not necessarily a life insurance 
man to start with? A:—No, not ne- 
cessarily. . 


Q.—You would have these men 


solicit business not previously know- 
ing much about it? A.—They would 
all be trained up. 

Q.—What steps do you take to train 
a new man? A.—We send a super- 
intendent of agents or an inspector 
to go around and canvass his pros- 


pects. The experienced man would do- 


all the talking until the local agent 
got proficient. 

Q.—Would you give him special di- 
rections as to bringing clearly to the 
understanding of the applicant the 


6 EDWARD VIL. A. 1906 
Excelsior Life, (EK. Marshall, Ex’d.) 


terms of the policy? A.—Well, our 
rules, our instructions, in our man- 
ual always give that. 

Q.—As to explaining definitely, 
reading over the policy? A.—He 
could not misunderstand. 

Q.—When it comes to a question of 
estimates or predicting profits or 
benefits to come from the policy, is 
it explained to the applicant what 
an insurance premium really means, 
what it goes for? A.—He _ under- 
stands that a portion of his premiums 
will be returned should he desire to 
withdraw from the contract after he 
has paid three or more. 

Q.—That is hardly the question, I 
mean the premium that he pays, the 
level annual premium? A.—The dis- 
tribution of it between expense, re- 
serve and so onP 

Q.—Yes? A.—Oh no, I don’t think 
that is the custom. 

Q.—Then it would be fair to say 
that he does not know? A.—Unless 
he has been so educated that his edu- 
cation would teach him that himself. 

Q.—But in ordinary cases he would 
not know? A.—I don’t think any 
business man would know or have 
taken that into consideration at all. 

Q.—He does not know what part 
of the premium is required to bring 
the face value of the policy at its 
maturity P A.—I don’t think one 
party in a hundred who is canvassed 
would know. 

Q.—Don’t you think having regard 
to the fact that they expect profits, 
they should know on what the pro- 
fits are based? A.—You are speak- 
ing now of the premium? 

Q.—Of the premium, sir, yes? A. 
—My opinion is that not one in a 
hundred knows how the premium is 
allocated to the different accounts. 

Q.—Then how can he know or check 
off in any way what he should get 
by way of profits? A.—Well, the 
custom of our company is in a great 
measure to show what we have paid 
on that class of policy. 

Q.—I will throw this out as a sug- 
gestion, would it be a hardship on 
the companies to ask them to append 
to the policy a short statement show- 
ing the net premium, the loading, 
what it is. for and possibly the three 
or four avenues through which that 
premium may be improved and what 
rate of interest it is to earn? A.— 
I see no objection. 

Q.—Do you see any use? A.—I 


don’t see that it would serve any use- . 


ful service. 


.—- — 
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Q.—It would tell him how his prem- 
ium is made up? A.—It would be 
more apt to confuse him. 

Q.—You think he is better left in 
absolute ignorance? A.—A great 
many people consider when you men- 
tion 33 or 4 per cent. reserve in their 
policy, some people interpret it that 
that means that they can get their 
premium returned with that rate of 
interest. 

Q.—You agree that they should 
know? A.—Well, it is pretty hard 

to enlighten some people. — 
~ Q.—Then you think they should be 
left in blissful ignorance? A.—I 
don’t think if you explained a thing 
thoroughly to them to-day and went 
back to-morrow that they would 
know a thing about it. I mean some 
people, people in the rural districts, 
for instance. 

Q.—Now there are difputes con- 
stantly between the company and the 
polidyholder as to ‘the profits that 
have been declared to him; you know 
_that as a matter of general know- 
ledge, whether it has occurred with 
you or not? A.—We are rather ex- 
plicit and emphatic in our instruc- 
tions to agents that they should 
clearly explain the policy before its 
delivery, so that a man will know 
exactly what he is getting, the nature 
of the contract in every respect. It 
is read over to him. 

Q.—But not that he shall know 
what he is paying? A.—He knows 
what he is paying in the first place. 

Q.— But not what he is paying it 
for? A.—He knows that he can 
draw a cash surrender value, that 
he can get a paid-up policy and he 
knows the amount. 


Q.—He does not know the amount, ~ 


if you will pardon me, because that 
is where the difficulty lies in these 
controversies between them? A.—In 
our policies they are given, all he 
has to do is to ask for them at any 
time. : 


Q.—That is the guarantee amounts, 
but the estimates are wrong as a 
matter of fact. Then you think it 
would be of no use at all to append 
a statement to the policy stating 
shortly what the net premium is, 
what rate it is supposed to earn to 
produce the value of the policy and 
then what the loading is and how 
profits might be made? A.—It might 
be advantageous to an educated or 
intelligent man. 

Q.—I think you might make it so 
plain that the wayfaring man might 
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understand it? A.—Probably it 
could be done, as I said before, I 
see no objection. 

Q.—It is a thing brought to my 
mind by the provision of the Hoyle 
Bill. It seems to me that a difficulty 
has been encountered there and that 
something of that kind might be 
useful. You get men who improve 
during the course of their employ- 
ment as agents? A.—Yes. 

Q.—Do they get any better com- 
missions as they improve? A.—No, 
except that they get a larger field 
of operations. 

Q.—A larger field of operations is 
how you reward them? A.—As a 
rule. 

Q.—But not by a larger commis- 
sionP A.—Nlo. . 

Q.—Or by a bonus? A.—No. 

Q.—Do you ever give a bonus for 
attaining a certain point in the year’s 
business? A.—It never exceeds 75 
per cent. 

Q.—But in addition to commission 
do you offer an agent a bonus pro- 
viding he writes so much insurance 
in. a year? A.—We have done that. 
There is always a limitation to the 
cost though. 

Q.—Don’t you think that is rather 
provocative of rebating in itself, that 
a man gets close to his number to- 
wards the end of the period? A.— 
I think it has objections. 

Q.—You think it would, as a mat- 
ter of fact, you know that towards the 
end of the period it is pretty well 
drawn out? A.—We have discontin- 
ued it for that reason. 

Q.—Do you find that your agents 
complain that they are under a dis- 
advantage in working against agents 
of a larger company? A.—No, be- 
cause an agent is intelligent—we do 
not employ any other—and they can 
point out the relation between assetr 
and liabilities. 

Q.—You are at no disadvantage 
then? A.—No, under none whatever 
in that respect. 

Q.—Then it is not so that a large 
company could write business without 
agents, according to your theory? A. 
—_No, I aon eile enh is any 

any could, in Canada. __ 
Bg ca8o that ‘you have no difficulty 
I presume from that in cases where 
a larger company might try to get 
your good pen from you? NT 
ey cannot get a man. : 
ay eeines Benito hold out any in- 
ducement to him ee to ease in mnt 
i usiness? A.—No, a young com- 
ee that is firmly established can 
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get and retain agents as good as an 
old company. 

Q.—And your company is firmly es- 
tablished? A.—Yes, after ten years. 

Q.—But during that time? ' A.—It 
is a little difficult. They are not 
advertised throughout the country. 
There is no organization effected, no 
renewals for them to collect in the 
agency, and so on. 

Q.—No easy work to do, it is all 
hard work? A.—Yes, it is all hard 
work. 

Q.—Their work is harder than the 
work of agents of a company that is 
firmly established? A.—Yes, I would 
say so. 

Q.—It was said to us one day that 
the standing of a company, its im- 
mense resources and its record would 
have nothing to do in assisting it to 
get business? A.—If an agent pro- 
perly understands the situation, the 
formation of the different companies, 
he knows that a young company, with- 
out an impairment, of course, can 
give just as good security as an old 
company. 

Q.—You think the company’s 
aoe has nothing to do with it? 

A.—Size has nothing to do with it, or 
magnitude of asset. 

Q.—Nor results in business that it 
can advertise. While we are on that 
point, a matter that has been men- 
tioned before, there is a company in 
England called the London Life Asso- 
ciation, if I name it rightly? A.— 
There is the London Life, yes. 

Q.—It employs no agents and has 
no shareholders? A.—A _ stagnant 
company. 

Q.—Not very stagnant. I would 
like to show you their last report. 
Their policies have improved, every 
one thousand pounds policy has im- 
proved to £2,386, with bonus additions 
and‘they pay 4% per cent. ratio of 
expense to premium income. They are 
not a stagnant company but they are 
not pushing business in other coun- 
tries, I admit that. A.—They are 
stagnant in that sense that they are 
not developing. 

Q.—This company is well nigh one 
hundred years old? 
may find companies in Canada _ ten 
years old or alittle over that have 
just as much business and compared 
to the premium they are giving as 
good results and their policies are 
more liberal. = 

Q.—Are your premiums lighter 
here? A.—The premiums at the time 
of the adoption of the new rates were 
lower than nearly all the British com- 
panies. 


84a 


A.—Well, you’ 
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Q.—They are not now? A.—No, I 
say prior to the adoption of the pres- 
ent rates. Even now the rates of ~ 
probably one half the English com- 
panies are greater than the new rates 
of the Canadian companies. 

Q.—Is it nothing that the ratio cf 
expense to premium income is 4} per 


_ cent.? A.—That would not show anj7- 


thing. I have not the particulars 
here, but I could point out a British 
company that has probably the tow- 
est ratio of expenses to income, but 
is charging higher premiums and y.v- 
ing less profits. 

Q.—I do not know what company 
you are referring to. That is not 
the case with the London Life or *he 
old Equitable? A.—I think that is 
the British Equitable, if I mistake 
not. 

Q.—It runs about 8 or 9 per cenit., 
and the London Life about 44. /.— 
Well, you will find that their non- 
profit rate is higher and their witna 
profit rates are higher than the Can- 
adian companies are now. 

Q.—Not according to their list, 
however, I do not know that I can 
prove that? A.—I am taking my in- 
formation from the last British Year 
Book. I can send that information 
to you. 

Q.—At age 40 the London Life is 
25.72 per 1,000. These figures are all 
subject to verification? A.—Up to 
about 35 or 40 my recollection is that 
the Canadian companies’ rates are 
lower both with and without profits. 

Q.—Up to that they are lower, and 
after that they are higher? A.— 
Probably. But the bulk of the busi- 
ness is written under 40 years of 
age. 

Q.—What factor does ~ advertising 
play in getting business, do you get 
business through your advertising di- 
rectly? A.—Not directly, no. But 
judicious advertising igs essential. It 
prepares the ground. I do not know 
of but one case where a man has ever 
been in to see us directly to insure, 
and he wanted to insure his father 
who was on his deathbed. 

Q.—You have an item of $3, 000 for 
printing in one year outside of your 
advertising? A.—That is printing 
and stationery, that takes in all the 
office forms and policies. 

Q.—Yon mentioned to Mr. Tilley 
in regard to the ratio of: expense 
that should be decreasing. Did you 
make out what it is this year accord- 
ing to your statement? A.—It de- 
pends on whether you take the ratio 
of expense to total business or to new 
business. 
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Q.—Well, operating expenses to 
general total premium income is what 
you were discussing with Mr. Tilley. 
You said it should decrease with you 
nowP A.—Yes. 

Q.—It has increased as a matter of 
fact in your company from 1901 to 
1904? A.—Not comparatively. That 
is in consequence of our _ writing 
double the business. Last year I think 
you will find we were writing double 
the business we were writing three 
or four years ago. 

Q.—Your premium income increased 
some $30,000 or $40,000 in 1904 over 
1903? A.—That would not be a cor- 
rect guide. 

Q.—What would be? A.—The actual 
amount of business written in the two 
years. 

Q.—What is the difference between 
703 and 704, it was 50 per cent, of 
your premium income as against 47 
in 703? A.—Between those two years 
there is $700,000 in round figures. 


Q.—That is practically the difference 


_ between the two preceding years, too? 


A.—But our new business last year 
was about 150 per cent greater than 
1901. . 

Q.—What was your ratio last year? 
A.—The ratio of increase? 

Q.—No, your ratio of operating ex- 
penses to premium income last year, 
I think you said it decreased? A.— 
In 1897 the ratio is 186. Last year 
it was 115.8. They were a little 
lower. 

Q.—But I mean operating expenses 
to premium income? A.—Oh no, that 
is the expense of getting new busi- 
ness that I have just given you. The 
figures I gave were 117 per cent. 


Q.—But that is not your operating 
expenses to total premium income, 
surely? A.—Oh no, the total ex- 
penses. We haven’t that worked out, 
IT think. 3 

Q.—You cannot tell by that that 
they are on the wane at all? A.— 
It is in consequence of the increase 
in new business being so very much. 

Q.—How long is that going to last? 
A.—Well, we think we have reached a 
stage now where we can rely on a 
gradual increase, we have organized 
all the Dominion now and we can fair- 
ly rely on a gradual increase every 
year. 

‘Q.—It is due altogether to expan- 
sion, going out of Ontario, expansion 
geographically? A.—It is much eas- 
ier to get business for the company 
now than it was 10 years ago. 

Q.—The large increase in expenses 
is due to the fact that you have gone 
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away from Ontario to the West and 
East to get the business? A.—Yes. 

Q.—Did you consider that you had 
exhausted the field in this Province 
before you went further afield? A.— 
We have the Province of Ontario 
pretty fully organized. 

Q.—Would it not have been better 
for you to stay here quietly and take 
your normal increase until you got 
around the corner where you could 
afford to goP A.—We are more am-— 
bitious. 

Q.—You certainly are, but is it 
wise to let your ambition rule you? 
A.—That was the opinion of my di- 
rectors, that the proper policy to 
adopt was rapid expansion within 
reasonable limits. 

Q.—Knowing that the expense is as 
great as it is; we are told that rapid 
expansion is not wise and is not 
proper? A.—I say within limits. 

Q.—Well, the limits are about the 
same in the company I refer to as 
they are with you? A.—No, I don’t 
think that there is any company dur- 
ing the past two years who have writ- 
ten a larger percentage of new busi- 
ness as compared with their old than 
we have. 

Q.—Then you are more rapid than 
they are, as far as that goes and you 
still think you are within the bounds 
of what is right in the way of ex- 
pense? A.—I do. 

Q.—You have been personally your- 
self satisfied with the extension into 
the Western Provinces and Quebec? 
A.—Yes. 

Q.—The results have justified you 
there? A.—Yes, our western business 
is fully as cheap, if not cheaper, than 
either Ontario or Quebec. 

Q.—Take your Winnipeg office, that 
is on its feet now, is it, and paying its 
way? A.—Yes, one of the best pay- 
ing agencies we have. 

Q.—Who is your manager there? 
A.—Mr. William Harvey. 

Q.—What does Mr. Harvey draw 
for his services? A.—$5,000 a year 
and travelling expenses. 


Q.—And that is a sub-agency, a 


branch? A.—His status is different 


to an ordinary agent. He is a direc- 
tor of the company. 

MR. LANGMUIR: He does not 
give his whole time to your company, 
does he? A.—Well, practically. He 
is President of a trust company. That 
takes up a portion of his time. 

MR. GEARY: There seems to be 
some disparity there, a $5,000 salary 
in Winnipeg for the general agent, 
still an agent, a sub-officer? A.—I 
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explained that before. We have got 
to pay our field workers the same 
as other companies. 


Q.—But he does not pay anything 
out of that? A.—Oh no, he could 
leave us and go and get more money 
than we are paying him. 

Q.—You cannot explain that in any 
other way? A.—His district is prob- 
ably as profitable as any other that 
we have. 

Q.—And he gets twice as much sal- 
ary as the General Manager? A.— 
Yes. 

Q.—And he does not devote his 
whole time to it? A.—WNo. 

Q.—And still he draws in that pro- 
portion? A.—yYes, he is a cheap man 
at that. 

Q.—It occurs to me that the econ- 
omy perhaps has been too much re- 
stricted to the head office? A.—WNo, 
we economize everywhere we can, 1 
the field as well. 

MR. KENT: What company was 
Mr. Harvey with before he went into 
your service? A.—He was manager 
of the London Ontario Loan and In- 
vestment Company. 

MR. GEARY: When you get to 
Montreal, have you had a man estab- 
lished there long? A.—Well, we made 
a change there in the last year in 
the management of the Province. 

Q.—You had a man there, too? A. 
—Yes. 

Q.—What have been the results of 
the Quebec branch? A.—As regards 
volume of business, very satisfactory. 

Q.—As regards payment of prem- 
iums? A.—The payments have not 
been as good as elsewhere. 

Q.—Notes that is, not paid, or not 
taken policies? A.—No, our not taken 
policies are very small. 

Q.—How is it that the payments 
have suffered in Quebec? A.—Well, 
in starting business there it is natural 
that the expenses would be greater, 
we have only been in Quebec in our 
third year now. 

Q.—That does not affect the pay- 
ments to you, does it? I understand 
that payments are poor, that is the 
percentage of monies due and not 
paid. A.—Oh, I understood you to 
say how the business paid the com- 
pany there. 

Q.—No, I meant whether the prem- 
iums are well met in Quebec. Have 
you written a persistent class of busi- 
ness for instance? A.—Yes, fairly 
well. 

Q.—How does it compare with other 
districts? A.—It is about an aver- 
age of a new district opened up. 


. 


6 EDWARD VII., A. 1906 


Excelsior Life, (EK. Marshall, Ex’d.) 
Q.—How is your first premium 
paid—cash or note, as a rule? A.— 
The first premium, the agent is re- 
quired to collect a portion in cash. 

Q.—Every time? A.—Yes. 

Q.—In no case does he deliver a 
policy without getting a part of the 
premium in cash? A.—If he does 
not collect it he has got to pay it him- 
self. 

Q.—And the balance is {zenerally 
by note, it is not a total cash pay- 
ment as a rule? A.—Not as a rule. 
Probably one-half of the cases are cash 
and the other part cash and part 
note. 

Q.—You think every insurance com- 
pany should be required to get a 
proportion of the premium in cash? 
A.—I think they should do it. 

Q.—In regard to those notes what 
has been your experience in the meet- 
ing of them? A.—Probably 10 per 
cent. are not paid of the first year 
notes. 

Q.—For what reason? A.—Well, 
the parties are not able to pay or 
something of that kind 

Q.—Do you ascertain that after 
suit? A.—No, we don’t sue unless 
they are worth it. 

Q.—Do you find any fictitious per- 
sons or minors? A.—No, with minors 
we require cash payment, 

Q.—Do people set up as a defence 
to a note that they were minors when 
they signed it? A.—I think we had 
one case. 

Q.—There is something important 
then in regard to that? A.—No. 

Q.—And your British Columbia 
business has been under satisfactory 
management? A.—Yes. 

Q.—Satisfactory returns and no 
change in that management? A.— 
No change, whatever. 

Q.—yYou spoke of paying the soli- 
citor $300 as a sort of retainer. That 
does not include his loan fees, I sup- 
pose? A.—No. Those are paid. by. 
the borrowers. That $300 is all we 


ay. 

7 MR. TILLEY: The solicitor work 
is done out west, I understand? A. 
—For the western loans. The dis- 
charges are prepared here. 

MR. GEARY: But the loans are 
not revised and passed on by your 
Ontario solicitors? A.—No, just the 
Ontario loans. 

Q.—How do you go about getting 
your medical directors? A.—The 
chief agent in charge of a district 
is allowed to make a recommendation 
and procure an application for ap- 
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pointment from the most reputable 
examiner in the locality. I am speak- 
ing of new districts. On receipt of 
that we make inquires as to his stand- 
ing in the medical fraternity. 

Q.—You follow that closely your- 
self? A.—Yes. 


Q.—All their reports sare revised 
by the medical referee here, are they? 
A.—Yes., 


Q.—Are many of those thrown out? 
A.—Quite a number. 


Q.—How do you account for that? 
A.—Well, a man is not a desirable 
risk on the plan applied for. 


, Q.—Why should you find a diver- 
gence of opinion between the two 
medical men on the facts that are 
stated there? | A.—The cases where 
the views of the medical examiner 
and medical referee are divergent are 
very few. The medical examiner may 
rate a risk as fair. 


Q.—Do they ever clash in this way, 
that the medical referee passes a risk 
which the local man has refused? 
A.—Qh, no. 

Q.—Then the medical referee is 
called on to throw out risks passed 
by the local man quite often you say? 
A.—The local man merely makes a 
recommendation and gives his view 
of the value of a risk. He does not 
accept or decline. 

Q.—But his recommendation is not 
followed P A.—His recommendation 
is only followed when it is wise to 
do so in the opinion of the medical 
referee. 

Q.—Is there any carelessness what- 
ever in the medical examination as 
carried on? A.—There is some. We 
never employ a medical examiner 
who is guilty of carelessness. 

Q.—It has been said to me that 
there is a good deal of that. I won- 
dered if you could verify the state- 
ment or suggest any improvement in 
such a condition? A.—We have dis- 
pensed with the services of two ex- 
aminers last year for that very reason, 
that they had been careless. 

Q.—<And possibly you have not got 
them all, at least the companies, pos 
\sibly there ard careless’ men now? 
A.—We are very careful in the em- 
ployment of our medical examiners. 

Q.—It is a matter where you should 
be careful? A.—It is absolutely es- 
sential. 

Q.—It is unfair to a proper policy- 


Bey tiie others should aget in Pak: 


—A medical examiner who is guilty 
of carelessness is just as culpable in 
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my judgment as if he had committed 
fraud. 


Q.—And your company uses special 
means to guard against that? A.— 
Certainly. 


Q.—There is nothing statutory in 
regard to that appointment and I 
suppose you could not suggest any- 
thing ? A.—It is essential that all 
companies in order to keep their ex- 
pense and death rate down should 
guard themselves against fraud. 


Q.—You could not suggest any way 
of making it stricter by having a 
Dominion Referee in regard to the 
fitness of medical men? A.—No, the 
Medical Council of Ontario, I think, 
should take action and debar a man 
from practising who is careless. 


_ Q.—You have no means of bring- 
ing it to their notice? A.—We have 
no means ¢o far. 

Q.—It is an important branch and 
one that you have considered very 
carefully? A.—Very important. The 
cost of insurance would decrease mat- 
erially if we had none but first-class 
risks on the books. 

_Q.—And there are poor risks slip- 
ping in? A.—Inferior. We are do- 
ing the best we can to stop it as far 
as our company is concerned. Our 
death rate has been very favorable on 
that account. 

Q.—Could you suggest any legisla- 
tion on that line? A.—The compan- 
ies take all possible means, I think, 
under existing conditions for protect- 
ing themselves. 

Q.—Does the local medical man get - 
his fee in any case whether the risk 
is rejected or passed? A.—Just the 
same fee. ; 

Q.—Is it ever paid by reduction 
ot the premium on a policy? A.— 

O. 

Q.—It is always a cash transaction, 
pure and simple? A.—A cash trans- 
action, always. 

Q.—Are you members of the Man- 
agers’ Association? A.—Yes. 

Q.—In regard to the year 1904 
where you, as Mr. Tilley pointed out, 
would have shown $12,000 impair- 
ment, I notice you paid a dividend 
that year to the shareholders? A.— 
Yes, after a reasonable value had 
been placed on the assets, and a prem- 
ium on the stock. 

Q.—Was not that paying the divi- 
dend out of the stock when all is 
said and done? A.—No, the money 
had been used in developing and or- 
ganizing the company in the other 
Provinces. 
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Q.—You took it from them in bon- 
uses and gave it back, or part of it, 
in a dividend that year? A.—No, I 
would not put it that way. 

Q.—There would have been an im- 
pairment if you had not got it from 
them? A.—If we had not anticipated 
that we would not have written as 
much business, but we would still have 
our surplus. 

Q.—You were bound to carry on 
your dividend paying for that year? 
A.—We increased our business nearly 
a million and a half in that year. 

Q.—Did your Board authorize a 
dividend at the same time as they 
authorized the callP A.—No, it was 
three or four months afterwards, the 
following year. 

Q.—The dividend was three or four 
months after the new stock had been 
issued with a premium? A.—The divi- 
dend was declared in February and 
the bonus was decided on in the 
previous November or December. 

Q.—I suppose you would have had 
an impairment but for that bonus 
and but for the writing up, and yet 
you paid in that same year a divi- 
dend to shareholders? A.—No, we 
didn’t pay a dividend out of capital. 
The dividend paid that year, 1905, 
was based on the returns of 1904. 

Q.—In 1904 then you paid a divi- 
dend of $3,000? A.—Yes. 

Q.—It is like a row of dominos, you 
set one going, and they have to fall 
to the end, so that some time you 
have to come to the end, it is no 
excuse to say it is on the previous 
year’s business? A.—But your state- 
ment that the company paid a divi- 
dend when it had an impairment is 
not in accordance with the facts. 

Q.—I am asking you that; you say 
that they paid it and had no impair- 
ment? A.—We had no impairment at 
the time the dividend was declared. 
We had a substantial surplus and 
last year, if viewed on the basis of 
the Government standard, we would 
have had a surplus also. It is only 


after assuming between $14,000 and- 


$15,000 of a special reserve that made 
it necessary to write up our assets to 
their proper value, at least not even 
their full value. 

. Q.—I agree with you that you are 
very wise in the method you are 
treating your reserve and the method 
you are using to bring it up to its 
proper value, but is that any reason 
why you should pay a dividend? That 
is a thing that has got to be done, 
why not pass your shareholders’ divi- 
dend? A.—You said a minute ago 
that if it were not for the writing up 
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of the assets of the company we would 
have paid dividends out of capital. 
We wrote up our building about 
$8,000 or $9,000. 

Q.—Some $10,000 I think? A.— 
That includes repairs. The surplus on 
our stock would have still left us on 
the Government standard with a sur- 
plus of about $10,000 or $12,000. 

Q.—If you had not changed the ’90, 
*91, and ’92 business? A.—yYes, the 
special reserve. Our surplus last year 
was over $30,00 

Q.—But you dnaitot shift that sur- 
plus forward or back, you have fixed 
your liabilities with regard to that, 
and sworn to it in your Government 
statement, you cannot go back on 
that? A.—We have no desire to, no 
intention, that was one of the objects 
we had in placing the additional 
stock, so that we could assume this 
additional liability. 

Q.—It is not obligatory that you 
should write that up, but in 1910 it 
is obligatory, and you have got to 
provide for it because you do not ex- 
pect in 1910 to have that much money 
loose. do youP A.—No. 

Q.—So after all if it is not obliga- 
tory now it is so close to it that you 
might as well not attempt to differ- 
entiate. However, we have got the 
facts and it does not seem to me 
that we can bring it out further. 
You will see. that in the year 1903 
you were carrying a surplus then of 
$7, 000 and you paid a dividend, and 
in each of the last four years about 
the same amount that you carried to 
policyholders’ account outside of capi- 
talP A.—$9,000. 

Q.—And you were paying a dividend 
in each of those years. How long 
have you been writing semi-tontine 
business, Mr. Marshall? A.—About 
13 years. 

Q.—Has any of it matured? A.— 
Only on ten-year plans. 

Q.—You had written some on the 
ten-year plan in the first three years 
of the business? A.—Yes. 

Q.—And were the statements up to 
the estimates you had given, or within 
a reasonable percentage of it? A.— 
The results are rather close to our 
present estimates. 

Q.—But not to those in force then. 
There are some of those 15 years if 
yous have any, pretty nearly matur- 
ing? A.—In two years. 

Q.—Are most of them 20 year? A. 
—— Yes, 

Q.—You have a certain sum set aside 
for those policies. I need not go over 
what you went over with Mr. Tilley. 
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A.—No, we have made a calculation 
as to the amount. 

Q.—Are you retaining the amount 
you have calculated? A.—We are 
not retaining the amount or assum- 
ing it as a liability. We are using it 
to make more money. 

Q.—So you have got nothing i in cash 
to the credit of those same dividends? 
A.—No. 

Q.—I intended to ask where it was 
placed, because I could not find it. 
Do you keep your with and without 
profits business separated in your 
books? A.—Not in our books, no. 
That is the policy register is not sepa- 
rate. 

Q.—Your system of bookkeeping al- 
lows you to distinguish between the 
two classes? A.—Oh, Yes. 

Q.—Can you tell us from that 
whether your without profits have 
paid their way? A.—We have not 
made a calculation, but I should say 
they have. 

Q.—And more? A.—And more. 

Q.—What is a non-participating pol- 
icy, is it a protection policy? A.— 
It is either pure indemnity or endow- 
ment. 

Q.—I did not expect to hear you 
use the word indemnity. Practically 
it is a protection policy only; it is 
supposed to be issued practically at 
cost? A.—The endowment element is 
removed. 

Q.—You are supposed to issue that 
policy practically at cost or do you 
issue it so as to make money out of 
it? A.—No, we make an estimate of 
what is a reasonable charge to make, 
taking in the expenses. The loading 
is less than on the participating poli- 
cies of course. 


Q.—Would it not be fair that an 
insurance company issuing non-parti- 
cipating business should keep that 
business separate in its books, and 
should it make any profit, apply that 
profit in reduction of. premium? A. 
—You cannot gauge the premium rate 
on any policy so as to be certain that 
it will leave a profit. 


Q.—Could you not make it large 
enough to clearly cover expenses, and 
should there be profits out of that 
particular portion of your funds re- 
duce the premiums in ‘latier ‘days, 
would not that be a fair style of in- 
_suranceP A.—I don’t think it would 
be possible to make the rates lower 
than they are at present. 

Q.—Then it just pays do you say? 
A.—Yes, there may be a profit one 
year, but a loss the next. It depends 
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on the mortality, the rate of imterest, 
the expenses. 


Q.—Are they loaded sufficiently to 
carry, themselves? A.—They are cal- 
culated to do so, ithat is only an 
average. It is an average taken on 
an average number of policies and an 
average number of years. 


Q.—Do you take into account mor- 
tality gains? A.—WNo. 

Q.—Do you take into account gains 
in interest? A.—No, we assume that 
we are going to earn a certain inter- 
est. 


Q.—For the purpose of your net 
premium? A.—Yes, 

Q.—Then the gains in interest and 
mortality will be profits on that policy 
if the loading is sufficient to carry it? 
A.—Yes. 

Q.—Then would it not be fair to 
have such a policy as would enable 
those gains in mortality and interest 
and possible gains in lapses and sur- 
renders, if they amount to anything, 
to be applied in reduction of prem- 
iums later on? A.—That contract 
may run over a period of twenty 
years, or a lifetime. The conditions 
which prevail now may be entirely 
different 20 or 30 years hence. 

Q.—Precisely so. It is no argument 
that because a thing is done? ne 
We are earning over 7 per cent. 
terest to-day. In 25 or 30 years we 
may be earning only 2 per cent. We 
are assumed to be earning 34 during 
the entire period of the policy. 


Q.—We are not disputing that. The 
Government has fixed 34 per cent. 
which will enable you to put up re- 
serve and pay your mortality claims, 
Now you say you do not take interest 
and mortality gains into account but 
that these do occur. If they occur 
isn’t it fair that the non-participat- 
ing policyholder should get that back 
in reduction of premiums, although 
you do not guarantee him anything? 
A.—Suppose there was a loss on the 
mortality in excess of that provided 
for. 

Q.—If you are not earning 34 per 
cent., the Government standard, then 
it is quite likely you are going to 
pieces? A.—We don’t know where 
we will be 10 or 15 years hence. 


Q.—You will be protected by a 
lowering of the standard if that hap- 
pens? eT am speaking of the pre- 
sent contracts. Some of the policies 
issued by the older ‘compianies are 
calculated to earn a very much higher 
rate than 34 per cent. 
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Q.—You do not anticipate any loss 
whatever on non-participating poli- 
cies? | A ——No. 

Q.—34 per cent. leaves you a large 
margin? A.—Certainly. 

Q.—And your gains on -mortakity 
and surrenders ought to enable you 
to carry it? A.—There is very little 
difference in the non-participating 
rates of the company. They are cal- 
culated to pay all the expense, to 
carry that risk and fulfil its obliga- 
tions, but there is very little margin 
left for variations. 


Q.—You do not think the profits 
that are or may be gained on that 
are part of those to which the parti- 
cipating policyholder justly looks? 
A.—No, I don’t think they are en- 
titled to them. 

Q.-—Then who should get those? 
Should not the man get them back? 
A.—No, I think the shareholders 
should get them in our company. 
They would have to put up the loss 
if there was any. 

Q.—Then your view ‘%s that th¢ 
participating man should not get 
them, the non-participating man 
should not get what his money has 
earned but the shareholders should 
get it, outside of what his money has 
earned? A.—lIf there was a loss on 
that business the shareholders would 
have to meet it. In the case of our 
company I don’t think one-half of 
one. per cent. is non-participating 
business. 

Q.—To my mind—I do not know 
that I can pledge my own opinion 
in this thing—but to a great many 
people it seems proper and just that 
since you offer to give non-participat- 
ing insurance at cost and these men 
are not getting any benefit they are 
paying you for running the business 
and for the cost of it and what you 
give them in the death claim, that if 
there are profits they should go back 
to them?’ A.—The non-participating 
rates are loaded 74 to 10 per cent. 
probably; out of that the company 
pays the expenses, the examination, 
the medical referee, issuing the pol- 
icy, calculating the premiums, keep- 
ing the account of the business. That 
is not excessive. 

Q.—Adequate loading is always go- 
ing to pay that? A.—I am speaking 
of loading. We figure that a loading 
of 73 or 10 per cent. will cover that 
and no more, 

Q.—And you load how much? A. 
—I say the rate ranges on a non- 


6 EDWARD VII., A. 1906 


Excelsior Life, (E. Marshall, Ex’d.) 


participating policy probably from 7} . 


to 10 per cent. 

Q.—And that pays its way? A.— 
It pays its way and it is calculated 
to pay its way and very little over. 

Q.—But it does make gains in in- 
terest and mortality? A.—In the 
case of our company, for instance, 


under favorable circumstances, but in 


another company that has not such a 
favorable experience with regard to 
mortality or earning a larger interest, 
there may be a loss. 

Q.—I don’t think there may be a 
loss? A.—It is a possibility. 


Q.—A very dim one. As a matter. 


of fact there may not be gains and 
there may be gains. Do you still ad- 
here to your saying that the share- 
holders and not the non-participating 
policyholders should get that? A.— 
On that business, that is my judg- 
ment. 

Q.—Don’t you know that a great 
many men, not of great means, 
are forced into companies. that 
you do not approve of, through 
just the fact that you cannot give 
them that? A.—We issue term 
policies. 

Q.—Take the workingman who has 
to have protection to a certain extent 
for his family, should it not be your 
object to give him that at cost? A. 
—He cannot do any better in an in- 
stitution or society than he can in a 
regular company. 

—He can on a level premium? 
A. Oh, but not in term assurance. I 
don’t think it is possible to give a 
lower premium rate unless the sur- 
render values were eliminated and 
so on. : 

Q.—These friendly societies are get- 
ting men just by their low rates? A. 
—They can get insurance just as cheap 
in a regular company of the same 
kind, term insurance, five or ten 
years. 

Q.—They do not understand that. 
How about your non-participating 
business, is it a large share of the 
whole total? A.—I should judge it 
is not over one-half of one per cent. 

Q.—You do not push that business? 
A.—No, the public prefer the par- 
ticipating. 

Q.—Is the with profit business in 
your judgment, ag an insurance man, 
the best thing for the policyholders ? 
A.—Yes, all my policies are partici- 
pating. 

Q.—You think it gives them a pro- 
per return? A.—TI think the results 
on the average are better in the par- 
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ticipating policy than the non-par- 
ticipating. 

Q.—How can you check the results 
in the participating policy? Is there 
any way that a man receiving them 
can check them up? He cannot take 
his profit loading and put that out 
at compound interest and get it back 
and say, I have gt that? A.—tf 
you take the experience of different 
companies over the entire period of 
a policy I think you will find that 
a man’s return is very much more 
than the excess premium he has paid. 

Q.—Than the excess loading for 
cae with compound interest? A. 
—Yes. 

Q.—But you do not differentiate 
that in your books? A.—No. 

Q.—It is all just loading? A.— 
Yes. 

Q.—Used up in the first place for 
expenses, every cent of it? A.— 
Yes. 

Q.—And the legitimate gain is in- 
terest; mortality gain is not a proper 
profit accruing? A.—I think it is a 
proper profit. 

Q.—But you say that is deferred, 
it has to come some time? A.—The 
mortality will increase with the com- 
pany’s age. 

Q.—Really it is not a gain, the 
mortality is deferred? A.—In the 
case of a number of British compa- 
nies the mortality exceeds the prem- 
ium income. 

Q.—I do not like to go back to my 
British company, but their mortality 
last year was 644 per cent. That is 
all. That does not look as though 
it were deferred mortality; I. don’t 
agree with you, of course, I think 
that is a straight gain but you do 
not seem to agree with that, you 
think it is- only sisoende:1? A —Tt 
is a gain, certainly, but I say a com- 
pany cannot always rely on that. 

Q.—Pretty nearly, even if you do 
not get any great amount of»new 
business? A.—Well, for example, our 
mortality in our new business was 
only a third of the expected. 

Q.—That is just fresh from the 
Medical Examiner? A.—On that same 
business 20 years hence the mortality 
may be 75 per cent. of the expected, 
or greater. 

Q.—50 to 65 per cent. would be an 
average, I suppose, and that will con- 
tinue apparently for all time to come. 
A.—Insurance contracts are guaran- 
teed and you have to rely on certain- 
ties, not probabilities. 

Q.—Do you send out to your policy- 
holders a statement every year? A. 
—The company’s statement? 
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Q.—Do you consider yourself under 
Section 91 of the Ontario Act and 
furnish to each member annually a 
statement of the company’s assets 
and liabilities, do you consider that 
that calls upon you to send a state- 
ment to your policyholders? A.—We 
always do send one to each policy- 
holder, a complete annual statement. 

Q.—Before you got your Dominion 
License the Registrar here could look 
over your bookkeeping and re-arrange 
it to suit himself and order it to be 
kept to suit himself? A.—The Pro- 
vincial Inspector ? 

Q.—The Registrar? A.—yYes, for a 
number of years we had two inspec- 
tions. 

Q.—Now that you have gone under 
the Dominion Act nobody has any 
power, to change your system of 
book-keeping, I suppose? At least that 
is what alleged. A.—When we came 
under the supervision of the Dom- 
inion we made some changes in our 
methods of keeping accounts, in order 
to meet the views of the Superintend- 
ent of Insurance. 

Q.—The Superintendent of Insur- 
ance in Ottawa? A.—Yes. 

Q.—You have followed his sugges- 
tion’ as to the keeping of your books? 
A.—Yes. 

MR. TILLEY: Mr. Harvey, I sup- 
pose, is the gentleman who attends 
to all the investments in the West, 
is he the gentleman Mr. Fasken men- 
tioned? A.—Yes. 

Q.—He scrutinizes all loans made 
there? <A.—Yes. 

Q.—And that is where you get your 
7 per cent.? A.—Yes. 

Q.—That is where the money comes 
from? And is Mr. Fasken’s state- 
ment correct that you have not had 
any loss on your loans out there? A. 
—Yes, I cannot recall a single case 
where we have made a loss. 

MR. TILLEY: Subject to all reser- 
vations, that igs all we have to ask 
the Excelsior. 

MR. KENT: Mr. Marshall, is it 
not a fact that the loading on non- 
participating policies is not sufficient 
and never has been, and is it not a 
fact that it is not sufficient in any 
company with which you are acquaint- 
ed? A.—In my judgment the non- 
participating business carries itself 
and results probably in a small profit. 
We only pay half the commission. If 
you assume that the proportion of ex- 
pense etc., is the same as the par- 
ticipating business, your deduction 
would not be correct. We only pay 
half the commission; there is not the 
trouble in kee- ‘me the profit accounts 
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that there is with the profit busi- 
ness, the bookkeeping is very much 
less. I don’t think that it can be 
shown that there is a loss. 

Q.—Have you ever made up a com- 
parative statement of the cost, do 
you know how much it costs you, the 
non-participating business? A.—It 
costs to get the business, half. 

Q.—You say your loading is 74 to 
10 per cent. What is that loading 
called upon to pay, so that the par- 
ticipating policyholder shall not pay 
any share of it? My contention 
has always been through this inquiry 
that the non-participating policy- 
holder was carried partly at the ex- 
pense of the participating policy- 
holder. 

MR. TILLEY : I suppose you 
would have to keep the accounts en- 
tirely separate to find them out, 
would you not? A.—Yes. But we 
only pay half the commissions. 

Q.—You -do not keep the accounts 
separateP A.—No. 

Q.—And no company does that we 
have found yet? A.—No company 
does it. All the expense of getting 
the business is merged into one. It 
would require us to classify the ex- 
penses, and we know that we only 
pay half as much commission to get 
that business. : 
‘Q.—That is because you ido mot 
want it, I suppose? A.---Well, uo, I 
could not say that. The expenses of 
collection and looking after that busi- 
ness in the books are very small as 
compared with the participating 
business. 

MR. KENT: My idea has always 
been from the beginning of this in- 
quiry that the proper insurance is 
a straight life without profits. The 
more I examine the question the more 
I am satisfied that it is right, because 
none of the compan.«es appear tc pusn 
that kind of business. One-half of 
one per cent. is non-participating. Of 
course the man wants some induce- 
ment to insure. That inducement is 
furnished him by saying, you will have 
a share in all the profits we make, 
look at the Canada Life what profits 
they have made, look at the Confed- 
eration Life. Is it not a question, 
in view of the fact that the expenses 
of all your companies are large, and 
in view of your business, that you 
cannot do business any cheaper? A. 
—Under existing conditions. 

Q.—And is it not the height of ab- 
surdity to bring into existence new 
companies at the present time in Can- 
ada? A.—Speakiag personally, I 
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would not care to invest in the stock 
of such. I think the conditions are 
very much more eifocult now than 
when we started in business 15 years 
ago. 

Q.—You would not- want to go 
around and try to get stock subscrib- 
ed for in a new insurance company at 
the». present. time 2 GA. No, _sir.. 7 
would not undertake the venture. 

Q.—Would you think it would be 
well to have a close season for in- 
surance companies for ten years to 
come? A.—Well, I don’t think there 
will be many new companies started. 

Q.—What have shareholders to look 
forward to for 10 or 12 years? A.— 
Our company paid profits to policy- 
holders at the end of its first five 


-years and the shareholders got profits 


in the eleventh year. I don’t think 
it is possible for any company to give 
results quicker under similar condi- 
tions. 

Q.—If a man has to wait ten or 
eleven years for a dividend, how is 
it possible to get stipck subscribed 
under those conditions? A.—Well, 
the trouble is that stock in new com- 
panies is placed as a result of the 
favourable career of some of the older 
companies. 

Q.—Do you tell the shareholder that 
he will have to wait ten years for a 
dividend; when canvassing for a 
stock subscription ? A.—No, I have 
known stock placed and the Excelsior 
quoted as what a company can do, 
that we are paying 7 per cent. They 
don’t explain that that is not on the 
actual amount paid in by the share- 
holders. 

Q.—And they do not explain that 
the shareholder would pay his own 
dividend, we have seen that the share- 
holder was called upon to pay 10 per 
cent. of the bonus and the admission 
was made that it was very much easier 
to get it by saying that the man 
would get 2 per cent. of that back 
as a dividend. You did not assent 
to Mr. Geary’s question ~as to tthe 
shareholder paying the dividend. 

MR. TILLEY: The circular said 
the bonus was being charged partly 
because it was thought to be unfair 
that the new shareholder should come 
in and commence to take the divi- 
dend at once, when the old share- 
holder had been carrying it for some 
time without dividends. It worked 
out that they paid.in 73 and got 73. 

MR. KENT: In December’ the 
shareholder tpays a bonus into ‘the 
company. In February he gets a 
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dividend. It is admited that with- 
out the bonus there would have been 
impairment of capital. 1 do not see 
how you can get away from the fact 
that the man paid his own dividend? 
A.—Not on the basis of the Govern- 
ment standard; we would have had 
a surplus without that bonus. 

MR. TILLEY: I think you needed 
that bonus in 1904, but what was 
said and I suppose no doubt would 
have been the case, the substantial 


business. of the company, the large 


part of it, is in the last two months 
and if they had not been going to 
raise that bonus they} would have 
probably not written so much in the 
last two months, saved a little re- 
serve and probably not shown any 
impairment. There are the two argu- 
ments, of course; there was the argu- 
ment that the old shareholders had 
gone some years without a dividend 
and the new shareholders should be 
fined one dividend; that is practic- 
ally what it meant. 

MR. KENT : The company found 
it easier to call up a larger bonus and 
pay the dividend. 


MR. TILLEY: They go on the lines 
of least resistance, I dare say. 

(Statement of Profit and Loss, 1905, 
filed as Exhibit 249.) 


_ I propose now, your honors, to go 
into the affairs of the Crown Life 
Insurance Company. 


(Adjourned at 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 p.m., June 21st, 1906. 


CROWN LIFE INSURANCE COM- 


PANY. 


CHARLES HUGHES, sworn, exam- 
ined by, 


MR. TILLEY: Q.—What position 
do you occupy in the Crown Life? 
A.—Managing Director and Actuary. 

Q.—What actuarial education have 
you had? A.—I am an Associate of 
the Actuarial Society of America, and 
I was four years actuary of the Con- 
necticut Insurance Department, and 
previous to that time I was for some 
years in the actuarial department of 
the Equitable Life. 

Q.—How long have you been Man- 
ager and Actuary of the Crown Life? 
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A.—Since early in February of this 
year. 


Q.—Prior to that had the Crown 
Life any actuary? A.—My brother 
was Secretary and Actuary. 


Q.—Was he a man of actuarial ex- 
perience, too? A.—Yes, 


Q.—What actuarial knowledge ~had 
he? A.—He was Assistant Actuary 
of the Manufacturers’ Life for several 
years, and prior to that he was in the 
ae Department of the Sun 

ife. 


Q.—Then did he continue as actu- 
ary until the time you became actu- 
ary? A.—Yes, he left some little time 
before I went there, a few weeks; he 
went to China I think in January. 


Q.—Is he associated with the Crown 
Lite? A.—No, with the China Mu- 
tual Life. 

Q.—Not with any Canadian com- 
pany? A:—No. 

_Q.—Prior to your getting the posi- 
tion of Manager, who was Manager 
of the Crown Life? A.—George H. 
Roberts. 

Q.—How long had he been Man- 


ager? A.—Since the commencement 
in 1901. 


Q.—What position if any did he 
occupy besides Manager, was he a 
Vice-President for part of the time? 
A.—The last few months he was not 
Manager, he was Vice-President. 

Q.—Was that prior to your being 
Manager, or at the time you were 
Manager was he Vice-President? A. 
—When I first went there he was Vice- 
President, but he had already been 
Vice-President for some few months 
and had ceased to be Manager. 

Q.—Was there any Manager be- 
ube yourself and Mr. Roberts? A. 
—No. 


Q.—Who was the person that was 
chiefly instrumental in organizing the 
Crown Life? A.—Mr. Roberts. 

Q.—He sought the subscriptions for 
the original stock that was issued, I 
suppose? A.—Yes. 


Q.—And organized the Board and 
procured the charter? A.—Yes. 

Q.—The charter was granted by a 
private Act of the Dominion Parlia- 
ment?..A.—Yes. 

Q.—Mr. Roberts then would be the 
man who arranged the terms of the 
charter? A.—Yes. 


Q.—Was any other person that was 
on the Board during the early days 
of the company associated with him 
in doing that, or did he do it entirely 
himself? -A.—I did not know any- 
thing about that. 
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Q.—You see we have to take from 
the different officers who are called 
here a certain amount of information 
they get from hearsay? A.—My 
brother might have helped him and 
I presume one or two of the incor- 
poratorg that-are mentioned in the 
Act probably. 

Q.—Could you tell me who the in- 
corporators in the Act were that took 
the more prominent part as among 
themselves; I see the persons names 
are George Harley Roberts, Charles 
W. Taylor, William Barclay MeMur- 
rich, Norman Macrae and George 
Huches Watson? <A.—William Bar- 
clay McMurrich is the only one I 
know anything about, and he is still 
a director of the company. 

Q.—You think possibly that Mr. Mc- 
Murrich may have had something to 
do with assisting in getting the 
charter and so on? A.—yYes. 

Q.—Mr. McMurrich’s firm are the 
solicitors of the Crown Life? A.— 
MeMurrich, Hodgins & McMurrich. 

Q.—Yes? A.—Mr. Hodgins is the 
solicitor. 

Q.—Mr. McMurrich’s partner? A. 
—-Yes. 

Q.—And you think if any of these 
incorporators gave Mr. Roberts as- 
sistance it would be more likely to be 
Mr. McMurrich than any other? A. 
—Yes, I think so. 

Q. — And possibly your brother who 
was also helping Mr. Roberts? A.— 
Yes. 

Q.—The Act has not been amended 
since it was originally passed? A. 
—No. 

Q.—And the statute is set out in 
this pamphlet you have handed us? 
A.—Yes. 

Q.—It provides the capital stock 
shall be one million dollars, divided 
into shares of $100 each, and as soon 
as $250,000 of the capital stock has 
been subscribed, and ten per cent. of 
that amount paid into a chartered 
bank of Canada, the provisional di- 
rectors shall call a general meeting 
of the shareholders at some place in 
Toronto; and then a Board shall be 
elected. Was that amount, $250,000 
of the capital stock subscribed? A.— 
I think more than that was_ sub- 
scribed. 

Q.—But that amount was subscrib- 
ed? A.—Yes. 

Q.—And ten per cent. of that was 
‘paid in? A.—That is a matter I am 
not sure of. 

Q.—Who is sure of it? A.—I ex- 
pect Mr. Marks would know. 

Q.—Who is Mr. Marks with regard 
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to the Crown Life? A.—He is the 
Secretary. 

Q.—How long has he been Secre- 
tary? A.—About six months. 

Q.—Prior to that did he occupy any 
position? A.—He was accountant. 

Q.—How long was he accountant? 
A.—From about a year after the com- 
pany started. 

Q.—Was he associated with the com- 
pany in the early days? A.—Not 
actually in the beginning. 

Q.—Is there any person in the com- 
pany now occupying any position that 
has been with it from the time it 
was incorporated? A.—Not actually, 
with the exception of Colonel Tisdale, 
I do not think there is, some of the 
directors, but no person in the office. 

Q.—Did Colonel Tisdale take any 
prominent part in it as far’ as you 
know at that time? A.—As far as 
I know he did not in the beginning. 

Q.—So that in the absence of Mr. 
Roberts it is practically impossible to 
get any person who knows about the 
actual beginning of the company? A. 
—That is right. 

Q.—What is Mr. Roberts doing at 
the present time? A.—TI believe he 
is talking of organizing another com- 
pany, that is merely a matter of 
hearsay. 

Q.—Do not be afraid of giving us 
hearsay, there is no doubt about that, 
I think I could give that evidence 
myself, that he is at present organ- 
izing a new company? A.—yYes. 

Q.—Or seeking to organize a new 
company? A.—Yes. 


Q.—Has application been made for 
legislation for that company? A.— 
I do not know, I do not think so. 

Q.—He is at present engaged in 
getting persons to interest themselves 
in it? ‘A.—Yés. 

Q.—Without holding you _ respon- 
sible for all the terms of this charter 
let us see what the Act provides; it 
provides that no person shall be a 
director unless he holds in his own 
name and for his own use at least 
25 shares of the capital stock of the 
company; that precludes the company 
from having any policyholder as a 
director? A.—Yes. 

Q.—So that there is no provision 
either by legislation or bv ayitaw 
which permits the policyholder to be 
appointed by the policyholders as on 
the Board of Directors? A.—No, 
there is no provision that I know of. 

Q.—Then it provides that the shares 
of the stock shall be paid in such in- 
stalments as may be called, and goes 
on to provide that until $65,000 of 


q 
. 
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the capital stock have been paid in 
cash into the funds of the company 
the business shall not be commenced ; 
has that amount been paid in? A. 
—Yes, considerably more than that. 

Q.—And that amount was paid in 
before the company commenced busi- 
ness P A.—I always understood it 
was about $80,000. 

Q.—Then there is a provision for 
the increase of the capital stock from 
one million to two million dollars, 
but the stock shall not be increased 
until a resolution of the Board of 
Directors has been submitted to the 
shareholders representing two-thirds 
in value of the subscribed stock, and 
duly approved, the meeting having 
been called for the purpose of con- 
sidering the by-law. Has any in- 
crease in the capital stock ever been 
made, or does it still stand at one 
million dollars? A.—It still stands 
at one million dollars. 

Q.—Has any discussion taken place 
as to the advisability of increasing 
the capital stock? A.—No. 

Q.—Has all the original million of 
capital stock been subscribed up to 
the present date? A.—No sir. 

Q.—How much has been subscrib- 
ed? A.—$609,000. 

Q.—Are you still getting subscrip- 
tions, or endeavoring to get subscrip- 
tions for stock? A.—We are not 
making any active endeavor, but if 
anybody was willing to subscribe we 
should take their subscriptions. 

Q.—Why are you not making an 
active endeavor, because you feel it is 
not an opportune time, or because 
you have enough capital? A.—Well, 
it is not a very opportune time, and 
they have not made any active en- 
deavor to get any more capital for 
some time. 

Q.—Why not? A.—I do not know 
exactly why they did not. 

Q.—You are the Manager of the 
Company? A.—It would not be a 
good thing to do. 

Q.—Because it would be hard to 
get subscriptions at the present time? 
A.—Yes, it would be fairly hard. 

Q.—And the matter is standing in 
abeyance? A.—Yes. 

Q.—How many calls have been 
made on the capital stock? A.—One 
call. 

Q.—Amounting to how much? A. 
—25 per cent. 

Q.—Was the stock issued at a prem- 
ium? A.—A premium of 25 per cent. 

Q:—So that the call of 25 per cent. 
would include the quarter of the one 
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hundred dollar share, being $25, and 
a quarter of the twenty-five dollar 
premium, being $6.25? A.—Yes, 
$31.25. 

Q.—Has that been paid in by each 
Shareholder on his shares? A.—With 
the exception of some ‘shareholders 
that subscribed under a special plan 
that was gotten out about a year ago 
called the Instalment Plan. 

Q.—Tell us what the. plan is, and 
tell us how many shareholders have 
subscribed on ‘that basis? A.—The 
plan is they are paying ten per cent. 
a year of the 25 per cent. and inter- 
est, I think it is 6 per cent. interest; 
about 800 shares have been issued on 
that plan. 

Q.—About 800 have been subscrib- 
ed, within when? A.—Within the 
last two years. 

Q.—On the agreement that instead 
of paying $25 in cash and $6.25 on 
account of the premium, they shall 
pay $10, one-third roughly, each year 
for three years? A.—Ten ‘instal- 
ments. 

Q.—That would be how much each 
instalment—about $3 en each share 
is to be paid each year for ten years? 
A.—Yes. 

Q.—Have you the form of sub- 
scription here, or anything which 
shows the contract with respect to 
that? A.—No. 

Q.—Probably we can get it and put 
it in if it is material; in addition 
they pay interest on their capital? A. 
—They pay interest, that is included, 
it was figured out and is included 
in the amount of the annual payment. 

Q.—The interest and principal is 
rolled together and divided into ten 
payments? A.—Yes. 

Q.—I suppose that was done of nec- 
essity, not from choice? A.—The 
immediate financial result is not very 
great, but it was thought it was a 
scheme that would get us some small 
stockholders rather widely scattered, 
and that would advertise the com- 
pany. 

Q.—Was it the choice of the com- 
pany to be paid in that way. or was 
it the necessity that drove them to 
take it in that way—was it because 
you could not vet shareholders who 
were able to pay the 25 per cent. 
and the $6.25 on account of the prem- 
ium, and you had to go to persons who 
were not so well able te pay? A.— 
Well,that is a matter I could not an- 
swer about. 

Q.—Probably Mr. Marks can tell 
you? A—I think it was merely 
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brought in as a sort of side optional 
affair that might please some people. 

Q.—Might be a taking plan with 
some people? A.—Yes; as a matter 
of fact I have always understood that 
Mr. Roberts’ great idea was that the 
capital stock of a life insurance com- 
pany should be held in very small 
lots by possibly very small people. 

Q.—Have it well scattered? A.— 
Yes. 

Q.—And in small lots? A.—yYes. 

Q.—I think that is true of your 
company at the present time? A.— 
Yes. 

Q.—There igs no person that holds a 
large block of your stock? A.—No. 

Q.—It is held in small lots by peo- 
ple, and that makes a large number 
of shareholders for your capital stock? 
A.—Yes. 

Q.—And that was regarded by Mr. 
Roberts as being a wise thing to do? 
A.—I think so. 

(.—And I suppose the idea was to 
prevent any person having the con- 
trol of the company, that is the only 
object that could be served? A.— 
Well, no, I do not know what his ob- 
ject was, but I think he had any way 
another object, and that was to have 
it so scattered that the Crown Life 
would be, from our shareholders be- 
ing all over the country, very widely 
known. 

(.—That is have a lot of peopie in- 
Varro in promoting the company ? 

.—Yes. 


Q.—And try to get business for it? 
A.—Yes. 

Q.—Has every shareholder paid 
what is due or is there anything out- 
standing by shareholders under their 
contracts to dateP A.—Yes, there 
are some shareholders that have some- 
thing outstanding still. 

Q.—Have you sub-divided any 
Bees for non-payment of calls? A. 
—wNo. 

Q.—So that any shareholders that 
are in default are for the present al- 
lowed to remain in default, you try- 
ing | suppose to get payment as fast 
as you canP A.—Yes. 

Q.—Are there any shareholders who 
have not paid anything on their 
Pee A.—yYes, I think there are a 
ew. 

Q.—There are some who have not 
paid anything? A.—Yes. 

Q.—How many are there in that 
class? A.—About twenty. 

Q.—Do they hold any considerable 
amount? A.—No, mostly small shares. 

Q.—Are any of them directors of 
the company? A.—No, sir. 
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Q.—There is no director that holds 
stock that has not paid something 
on account of his shares? A.—No. 

Q:—Have you taken promissory 
notes for stock? A.—In a few cases. 


Q.—Can you say in what cases where 
they amount to anything? A.—There 
is one that amounts to about $1,500. 

Q.—Has anything been paid in cash 
by that shareholder in addition to 
giving his note? A.—wNo, sir. 

Q.—He has given a note for the 
full amount? A.—Yes. 


Lisi he an officer or director? A. 
<a Oo. 

Q.—Is he connected with the com- 
pany? A.—No. 

Q.—Can you tell me why a subscrip- 
tion ‘is taken from a person whp 
pays nothing at all? A.—This par- 
ticular man was quite anxious. to 
make the subscription, but as I have 
heard the story he had some other 
deals going through, or he was going 
away over to the States for a few 
months, and wanted to give his note 
and settle it up when he came back. 
He was going away for a day or two 
and put in his subscription and he 
would settle up the note when he 
came back. 

Q.—Is the shareholder any one of 
those that is in this list? A.—Yes, it 
is this one. 

Q.—That is the case of T. C. John- 
ston, who has a note with you for 
$1,644.17? A.—Yes. 

Q.—You say he is not interested in 
the company in any way except as 
being a subscriber for that stock? 
A.—That'is all. 

Q.—That subscription was one of 
the early subscriptions? A.—No, I 
think that was about 18 months ago. 

Q.—Has any other shareholder who 
is interested in the company given 
his note—igs this person not an offi- 
cer (showing the list of shareholders) ? 
A.—Yes, that is Dr. Machell, he is 
the Medical Director. 

Q.—He has given a note for $981 
and some cents? A.—Yes. 

Q.—Has he paid any cash besides 
that? A.—Yes. 

Q.—How has the company treated 
those notes in its annual return, has 
it shown them as bills receivable or 
not? A.—Shown them as cash. 

Q.—Tell me what means the com- 
pany has evolved to treat these notes 
as cash? A.—Discounted them. 

Q.—Discounted the notes with some 
bank? A.—Yes. 

Q.—With what bank? A.—The Un- 
ion Bank and the Sovereign Bank. 
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Q.—Were they discounted as soon 
as received, or did you wait till the 
end of the year to discount them? 
A.—Towards the end of the year. 


Q.—Have you the book here that 
would show that transaction? A.— 


No. 


Q.—Were they discounted on the 
3lst December each year? A.—I 
judge it would be towards the end of 
December, the last few days of the 
year. 


Q.—So that you would discount 
these notes with some bank on the 
3lst or within a day or two of the 
8lst December, and then you would 
take the notes back again from the 
bank at the beginning of the year? 
A.—One time we did. 


Q.—Has not that been done other 
years? A.—The first year and the 
second year. 

Q.—1901 and 1902? 

MR. MARKS: The last two years. 

MR. TILLEY: 1904 and 1905? 
A.—Yes. 

Q.—That covers the end of each year 

during which you have held these 
notes? A.—Yes. 
_ Q.—So that on the 3lst December 
in each year since you have had those 
notes you would go to the bank and 
put through a transaction of dis- 
counting the notes and at the begin- 
ning of the year you would take the 
notes back again? A.—Yes. 

Q.—So that it was not really dis- 
counting the notes at all? 

(The questions are answered by Mr. 
Marks until a change is indicated.) 

A.—They were three months’ notes, 
and we paid a discount. 

Q.—The notes were for’ three 
months? A.—Yes, and the discount 
was paid by the maker of the note. 

Q.—They were not taken back again 
on January 2nd or 3rd? A.—No, not 
till they matured, about three months. 

Q.—When the notes were put into 
the bank were they left there till 
they matured? A.—Yes. 

Q.—So that the bank actually dis- 
counted them? A.—Yes. 

Q.—And gave the company the 
money, and the company treated the 
cash as being its asset? A.—Yes. 

Q.—Then when a new note was 
taken the giver of the note would pay 
for the discounting again? A.—They 
were being reduced during the year, 


and at the end of the year they were — 


discounted again. 

Q.—Were they endorsed by the com- 
pany? A.—No._ . 

Q.—Not endorsed by the company 
at all? A.—wNo. 
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Q.—So that the note was payable 
to whom? A.—To the company. We 
had only one case of a note, the 
others were drafts. 


Q.—Payable to whom? A.—Payable 
to the company, those were endorsed. 


Q.—They would be all endorsed by 
the company? A.—Yes. 


Q.—So that the company became an 
endorser on all these notes? A.— 
Yes, sir. 

Q.—And therefore liable on them? 
Ayes. 

Q.—Was anything shown in the 
annual return to show that liability? 
A.—No. 

Q.—So that that was done in that 
way so that the company could re- 
gard it as cash? A.—Yes. 

Q.—And that was the way it was 
treated every year in the annual re- 
turn? A.—Yes. 

The answers are given by Mr. 
Hughes until a change is indicated. 

Q.—You say the capital stock has 
not been increased; Section 11 of the 
Act provides: (Reads Section 11). 
Has the company declared any profits 
yet P A.—No. 

Q.—So that that section has never 
been acted upon? A.—No. 

Q.—Are you. keeping any account 
with your policies individually so that 
you can tell what profits they will 
be entitled to? - A.—No. Ke 

Q.—Are you keeping your partici- 
pating and non-participating sections 
of your business in any way separate? 
A.—No. 

Q.—Can you tell us from the sys- 
tem of bookkeeping you are adopting 
—will you be able to tell in the fu- 
ture whether your non-participating 
business is paying? A.—Only in a 
general way by picking out an indi- 
vidual policy and working it out; we 
are not keeping them separate now. 

Q.—How can you tell by taking an 
individual policy? A.—We can trace 
out the policies we issued in each 
particular year, find out what com- 
missions were paid on them; and al- 
lot them a proportion of the general 
expenses of the company; and follow 
that through. 

Q.—That would have to be done as 
a special enquiry? A.—A special en- 
quiry would have to be made. 

Q.—You are not keeping your books 
in any way that will give that in- 
formation at any time you desire it? 
A.—No: ics 

Q.—Do you know whether it is the 
practice of any life insurance com- 
pany to do that? A.—I think the 
Etna Life do it, and IT am not sure 
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aa the Travellers are commencing to 
o it. 

Q.—Should not every company do 
that? A.—It does not seem to me 
to be an absolute necessity; the non- 
participating business is so small, 
such a very small thing. 

Q.—Tell me what percentage it is 
on your business to date? A.—It is 
probably less than one per cent. 

Q.—Do you issue instructions to 
your agents as to the class of busi- 
ness you want them to try and write, 
whether non-participating or partici- 
patingP A.—wNo. 

Q.—How do you fix their commis- 
sion for the different classes of busi- 
ness? A.—Pay them two-thirds on 
the non-participating that we do on 
the participating. 

Q.—So that an agent going to in- 
sure a man knows that as the result 
of getting a non-participating policy 
he will only get two-thirds of the 
benefit he will get if he induces him 
to take a participating policy? A.— 
Exactly. 

Q.—Do you know whether that is 
a usual division as between partici- 
pating and non-participating with 
companies in general? A.—Yes, sir, 
I think it is. 

Q.—We had a case this- morning 
where it was one-half, but you think 
the usual is two-thirds? A.—Yes, I 
think so. 

Q.—To that extent all companies 
encourage the participating business? 
A.—Yes. 


Q.—And I suppose the alteration in 
the commissions with respect to that 
is done chiefly for that purpose? A. 
—Partly because non-participating 
premiums are lower, the premium is 
smaller than the premium on_ the 
participating policy—the loading is 
smaller. 

Q.—But~ the loading is, and the 
premiums are supposed to be able to 
carry the whole policy? A.—Yes. 

Q.—And leave a profit for the com- 
pany? A.—Yes. 

Nees should be the theory? A. 
—Yes. 

Q.—As to whether it does you can- 
not say? A.—No. 

Q.—When you say that I suppose 
you are referring now to your ex- 
perience in other companies too—that 
is not an enquiry you _have ever 
made between participating and non- 
participating? A.—No. 

Q.—You have never heard of it be- 
ing made? A.—No. 

Q.—Except in the Etna and _ pos- 
sibly in the Travellers? A.—Yes. 

Q.—I suppose the agent does as a 
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fact endeavor to get a participating 
business always as the result of that? 
A.—Yes. 

Q.—Do you pay all your agents by 
commission? A.—Yes, we do, but we 
make advances to some of them. 


Q.—You make advances that are re- 
payable if the commission is not 
earned? A.—No, they are: not. 

Q.—Why not? A.—Because I do 
not believe you could get an agent 
to-day if you wanted to make a con- 
tract like that. 


Q.—It is a case of supply and de- 
mand? A.—Yes. 

Q.—You have to fall in with the 
demand? <A.—Yes. 

Q.—And the agents now are de- 
manding a certain amount guaran- 
teed? A.—The good agents are. 

Q.—They require to be paid on a 
commission basis with a certain 
amount advanced each month? A.— 
Yes. 

Q.—Not returnable even if they do 
not earn the commissions? A.—That 
is right. 

Q.—Is that a stipulation of your 
contract it shall not be returned, or 
is that merely the way it works out? 
A.—That is the way it works out in 
practice. 

Q.—What is your stipulation in 
your contract with them? A.—We 
merely give a letter we will make 
him an advance of so much a week or 
two weeks or months, to be charged 
against his commissions, and the ad- 
vance in every case we can cancel it 
without notice. 

Q.—You agree to advance him 
against his commissions, and of course 
you would understand that to mean 
a loan by you to the agent? A.— 
Yes. 

Q.—And if the agent does not earn 
it he would have to return it as a 
matter of law, that would be your 
understanding? A.—I do not think 


he would 

Q.—Why? A.—In the first place he 
has written some business, and_ the 
first year’s commission has been 
credited on that, and his contract 
probably provides for renewal commis- 
sions, and he can tell you that some 
day the renewal commissions on that 
would wipe out his advance. 

Q.—That is to say he can tell you, 
“T have got so much in futures now 
in the way of commissions that they 
will ultimately wipe out the amount 
of the claim? A.—Yes. 

Q.—Has that point ever been raised 
with you by an agent? A.—No, I 
do not think so. 
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Q.—When you make these payments 
to the agents you charge them up to 
profit and loss, or do you carry them 
forward as an asset? A.—We carry 
them forward as an asset. 

Q.—If you carry them forward as 
an asset you must regard them as 
something the company will become 
entitled to by 'way of commissions 
earned by the agent or else the money 
being returned? A.—In our annual 
statement we do not carry the whole 
amount forward as an asset. 

Q.—What do you do in your an- 
nual statement? A.—The amount we 
carried forward last year was about 
$7,000 less than the actual amount. 

(That: ig: 1905 P= A. — Yes: 

Q.—We will see what amount you 
carried forward? A.—Yes, $9,986.52. 

Q.—What was the total amount of 
that item on your books? A.—There 
was $6,503 writen off. 

Q.—Did you show that written off 


in the return, or did you just deduct ~ 


that $6,500? A.—It goes through in 
the disbursements there, agents, ad- 
vances written off, $6,503. 

Q.—So that you show that item as 
written off, agents’ advances, $6,593.,- 
23? -A\—Yes. 

Q.—Tell me Why you wrote it 
off? A.—Some of those advances will 
be liquidated, and some will not. 

Q.—And ,you thought taking tthe 
$6,000 from about “$16,000 that that 
was a fair return showing what the 
item might reasonably be worth to 
the company? <A.—Yes. 

Q.—That is incurred in three or 
four years’ active business? A.—Yes. 

Q.—And there is a loss in respect 
of that item already according to 
your own estimation of over $6,000? 
A.—Yes. 

Q.—Is that the first item you have 
written off? A.—It has been written 
off each year. 

Q.—Tell me how much you have 
written off of agents’ advances since 
the beginning of the company? A.— 
About $5,000 a year for the last two 
or three years. 

Q.—Is it not an odd condition that 
makes you write off that amount every 
year, or is that a normal condition 
of insurance business to-day? ‘ A.— 
I should think that was the normal 
condition, I think it is; if a company 
is wealthy enough to afford it it would 
from a conservative point »f view 
wipe off the whole thing every year, 
but a young company cannot afford 
to do it. 

Q.—A young company must carry 
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forward some item with respect to 
that, and cannot afford to treat it as 
an older company would? A.—Ex- 
actly. 

Q.—That would seem to be no 
reason why you should not stipulate 
for the earning of that, providing the 
agents could pay it back to you; are 
they of a class that can pay it back? 
A.—Not as a general rule. 

Q.—Do you have any bonds cover- 
ing these agents? A.—No, we have 
not an agent bonded. 

Q.—Is the bonding of an agent not 
a usual practice with companies? A. 
-—Some companies do it, and some 
do not. 

Q.—What is your idea as to the 
advisability or propriety of it? A.— 
We have not lost anything so far. 

Q.—Why have not you lost it? A. 
—You mean bonding as regards his 
advances? 

Q.—Yes, and also as regards money 
that comes into his hands? A.—Fre- 
quently the bond would not be any 
good to you. 

Q.—Why? A.—What would you 
recover on it? You have nothing to 
recover from as a rule. 

Q.—From whom?P A.—From the 
agent if he does not earn his ad- 
vances. 

Q.—But if you have a guarantee 
bond by a guarantee company would 
not that protect? A.—I do not think 
you could get a guarantee company to 
issue such a bond. 

Q.—They would only issue a bond 
for the money actually paid into his 
hands from the policyholders? A.— 
Yes. 

Q.—You have not yet bonded any 
of your agents for that? A.—No. 

Q.—Do you propose doing it or do 
you think it is unnecessary? A.—I 
think it is unnecessary. 

Q.—And you say you have not yet 
lost any money? A.—No, we may 
possibly lose on one man an amount 
of about $80, but.we have got his 
note and have it endorsed by two or 


‘three relatives, and I think we will 


get that $80 back. 

Q.—Section 12 of the Act provides 
for the surrender value of the policy, 
and for its non-forfeiture after three 
or more annual premiums have been 
paid; I suppose that is a clause you 
have not had to consider much yet? 
A.—No, we have given a few surrep- 
der values but not very many. 

Q.—I notice there he is to be paid, 
‘‘Such surrender value as the direct- 
ors of the company may fix,’’ but the 
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Act goes on to provide that the sum 
shall be ascertained upon principles 
to be adopted by by-law applicable 
generally to all such cases as may 
occur, provided he demands such paid- 
up and commuted policy or such cash 
payments while the original policy is 
in force, or within 12 months after 
his failure to pay a premium there- 
on;’’ there again is met ‘a clause that 
the insured must make an _ applica- 
tion to the company to get his surren- 
der value, or whatever right may ac- 
crue to him on a failure to pay his 
premium? A.—That is modified by 
our policy which provided that the 
insured can get the cash surrender 
value at any time; it does not matter 
if it is fifty years after it lapsed; but 
the paid-up policy he has to apply 
for within 12 months, and to protect 
ourselves he has got to produce a sat- 
isfactory health certificate. 

Q.—That is not what this says? 
A.—But the policy governs. 

Q.—The policy goes farther than 
the Act compels you to go? A.—The 
surrender values are written in the 
policy and he can get them at any 
time after forfeiture. 

Q.—He can get the surrender value 
at any time? A.—Yes. 

Q.—It says in the policy:- ‘‘The 
cash value being available any time 
after the termination of the policy,” 
but to obtain the surrender value in 
paid-up life insurance he must apply 
within a year? A.—Yes. 

Q.—So that your policy is more lib- 
eral to the assured than your Act of 
Incorporation requires you to be? A. 
—Yes. 

Q.—That is not a clause I suppose 
that would meet with your approval, 
a clause calling upon the insured to 
make some sort of application within 
a certain time, otherwise he is cut 
out from all benefit on his lapsed pol- 
icy? A.—There is something to be 
said for it. 

Q.—Tell me what? A.—You lapse 
a policy to-day, and six or seven years 
afterwards something you had for- 
gotten all about you may have to 
pay out money. 

Q.—That is to say take divisions of 
profits that occur afterwards, and you 
are wsrobably treating that as an 
asset of the company? A.—Yes. 

Q.—And later on you may be called 
on to pay out the money? A.—Yes. 
 Q.—That is one way of looking at 
it; what is to prevent the company 
seeking this man and paying him the 
money or his representative? A.— 
In practice we do that,. we do seek 
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the man, we do not seek him to get 
a cash surrender value, but we write 
to him, and write to him again and 
again and point out to him he can 
get a loan to cover the next prem- 
ium, and what does he want to let 
it lapse for? 

Q.—You try to keep the insurance 
continued? A.—yYes. 

Q.—Do you do that by means of 
sending circulars to the assured? A. 
—No, we write them letters; we have 
no printed. form for it. 

Q.—Do you tell him he is entitled 
to the cash surrender value? <A.— 
No, but we tell him he can get a 
loan value. 

Q.—You tell him what is best in or- 
der to get him to continue? A.— 
Yes. 

Q.—You treat it from the com- 
pany’s standpoint in that regard? 
A.—Yes, sir; of course’ we have not 
many that can qualify under that. 

Q.—Why? A.—We are only four 
years in existence. 

Q.—Before you send out these let- 
ters to the policyholders who have 
made default do you enquire as to 
their present health and condition? 
A.—No, sir. 

Q.—Have you any means of ascer- 
taining what the health and condi- 
tion of an applicant for insurance is 
after you have issued your policy at 
any time during its existence? A.— 
No, unless we happen to know some 
person that knows him. 

Q.—You have no official system of 
inspection? A.—No. 

Q.—Your policies are non-forfeit- 
able after three years? A.—No, no 
non-forfeiture agreement in our poli- 
cles. 

Q.—That is to say there is no 
clause— A.—You mean _indisput- 
able? 

Q.—Yes? A.—They are _ indisput- 
able from date of issue. 

Q.—So that there is no period un- 
der your policies within which it 
might be of some use to you to make 
enquiry about the man and find out 
whether his application correctly sets 
out the facts? A.—No, sir. 

Q.-_And in practice you do not do 
it? A.—No. 

Q.—Then clause 13 provides you 
may agree to give to holders of par- 
ticipating policies the right to attend 
and vote in person at all general 
meetings of the company, whether 
such persons are shareholders of the 
company or not, and who are by the 
terms of their policies entitled to 
participate in profits, etc. (Reads 
the whole of clause 13). Have you 
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ever given policyholders a right to 
vote under that? A.—No. 

Q.—Has that been under contempla- 
tion by the company? A.—No, sir. 

Q.—Do you approve of giving them 
the right to vote? A.—Personally ? 

Q.—Yes? A.—Not to-day, sir. 

Q.—You mean to say with your 
company to-day? A.—With my com- 
pany to-day, no, I do not. 

Q.—Why not? A.—When you are 

.engineering a thing through the 
younger stages, and you have cer- 
tain troubles to get over, the fewer 
people that can criticize those troubles 
the better. 

Q.—yYou say in the early stages 
when you have so many difficulties 
to meet you do not want too many 
masters, is that the ideaP A.—Yes. 

Q.—You would meet with too many 
objections that possibly when the 
company becomes older would cease to 
exist? A.—I think it is very prob- 
able that an old company could give 
its policyholders a right to vote and 
‘never have to bother about it, because 
I do not think they would ever vote. 

Q.—A younger company they might 
have? A.—Yes. 

Q.—With a younger company you 
would object to them voting if you 
were Manager? <A.—Yes. 

Q.—If you were not a Manager, 
and not concerned with going along 
lines of least resistance— A.—I 
would still object. 

Q.—Even if you were only a policy’) 
holder you would not think you were 
still entitled to vote? A.—No. 

Q.—You are a partner in the con+ 
cern if you are a participating policy- 
holder? A.—Yes, I know, but I have 
to trust to the people who are run- 
ning the institution. You have to 
put confidence in somebody in every 
business; the trouble with policy- 
holders voting is this that at any 
time it might be possible for one per- 
son to corral a lot of votes and if he 
did not upset the management he 
might upset the meeting and make a 
lot of trouble, and if you are going 
to have a new management in a com- 
pany every year possibly the state of 
the company would be very bad at 
the end of a few years, and there 
would always be that possibility. 

Q.—Are you referring to a possi- 
bility of some person by reason of 
his right as a policyholder getting into 
an annual meeting and there causing 
trouble, stirring up policyholders— 
“MR. KENT: Changing the direc- 
tors? A.—Changing the directors, I 
mean more in the line—I might think 
if I was a policyholder in the Canada 
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Life or the Mutual Life to-day, I 
am a little man in a little company, 
why don’t I go around to these people 
and get proxies and go and vote my- 
self on their proxies as General Man- 
ager ? 

Q.—You do not claim that is a 
possibility? A.—They claim in the 
States it is a probability to-day. 

Q.—You would not approve of 
een n ee voting by proxy? A. 
—No. 

Q.—That would be right in accord 
with what you have said that the 
system of voting by policyholders you 
would not think was proper? A.—I 
would not like the proxy vote at all. 
If you can get the actual individua: 
desire of every policyholder I think 
it would be all right; but if you would 
leave it for one person to guide the 
herd I would be very sorry for it. 

Q.—You feel that would be a more 
serious matter where the company 
is young and in its early stages than 
you would when it is more independ- 
ent? A.—For this reason, you would 
find it rather more difficult to get 
the old policyholders to give indivi- 
dual proxies in an old company. 

Q.—Or even distrust the manage- 
ment? A.—Yes. : 

Q.—I suppose with a new company 
your idea is probably they are not so 
well known to the policyholders or 
the public? A.—Exactly. 

Q.—And criticism would take a 
stronger hold in the case of a younger 
companyP A.—Yes. 

Q.—Even although no more justi- 
fied? A.—Yes. 

Q.—This section at any rate actual- 
ly precludes by the Act of Incorpora- 
tion the granting to the policyholders 
the right to vote in respect of the 
increase of the capital stock? A.— 
Yes, I see that. 

Q.—Is that a provision in Acts of 
Incorporation that is familiar to you? 
A.—No, I never saw it before, I never 
happened to read an Act before that 
provided that policyholders should 
vote except the one with the Equit- 
able Life. 


Q.—This clause in it is—I do not 
know that it is proper tc say it is 
uncommon, because we have mew it 
elsewhere, but it is aimed at keeping 
to the shareholders the exclusive right 
to say whether the capital stock shall 
be increased? A.—Yes. 

Q.—Can you suggest the object of 
that, have you ever had any discus- 
sion on that section at all? A.—No. 

O.—Section 14 provides you may 
maintain separate accounts of the 
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business transacted in ‘‘Industrial,’’ 
“General,” ‘‘Abstainers’?’ and _ the 
‘‘Women’s”’ sections, keeping receipts 
and expenditures distinct, each sec- 
tion sharing its own profits, and each 
section paying its own proper por- 
tion of expenses; and then you may 
have a section for non-participating 
policies. Have you an _ industrial 
branch in your business? A.—No. 

Q.—You do not issue industrial 
policies? A.—No. 

Q.—Have you an Abstainer’s Sec- 
tion? A.—No. 

Q.—Do you insure women? A,— 
Yes. 

Q.—Have you kept that section of 
the business separate? A.—No. 

Q.—So that you have never availed 
yourself of the provision in this Act 
as to keeping different accounts for 
the different branches of the business? 
A.—No. 


Q.—You just have one general busi- 
ness? A.—Yes. 

Q.—And in that you insure both 
men and women, and you include 
both the participating and non-parti- 
cipating policies? A.—Yes. 

Q.—It would not be very difficult, 
would it, if you were carrying on 
different classes of business to keep 
‘them al] separate in_ separate 
branches, making each one pay its 
own death losses and so on? A.— 
You would multiply your books for 
one thing. 

Q.—Take a company like yours, it 
would not seriously increase the work, 
would it? A.—We have one general 
cash book now, and we would have 
to have two; that would be an added 
expense and additional work. We 
would have to divide each agent up 
again. 

Q.—To keep you participating and 
non-participating; business’ entirely 
separate so that you would know what 
each is paying the company, what 
would that involve in a company of 
the age of yours, would it involve 


more than an extra book-keeper? A.- 


—That would be about all, and an 
additional set of books; you would 
double up your books. 

Q.—It would not be a very serious 
matter P A.—Not a very serious 
matter. 

Q.—If you issue policies giving the 
holder of the policies rights in your 
profits earned in their section don’t 
you think it is fair and proper that 
that much expense should be incurred 
for the purpose of keeping your 
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moneys to that extent as trust 
moneys for them?  A.—I do not 
think they would be any better off; 
the participating business is so small, 
and you could tell very nearly what 
it has cost you to run it. 

Q.—You think it would be useless? 
A.—I think it would be a waste of 
time and money to do it. 

Q.—You could probably say that 
with respect to your company which 
is small, but as a company gets larger 
and writing a greater volume of each 
class of business— A.—If the com- 
pany had anything like two-thirds of 
one and one-third of the other it 
would be a wise thing to do. 

Q.—You do not know what you will 
do in the future with regard to that? 
A.—It would depend on how the non- 
participating business grows. 

Q.—Have you found that it is grow- 
ing since the Commission was ap- 
pointed, the non-participating as com- 
pared with the participating? A.— 
No. 

Q.—Would it not be wise in start- 
ing a company like yours to start and 
have your books ready for both classes 
so that you would know exactly where 
you stood? A.—It would be a much 
more practical matter to let it go 
on until we see the necessity for it, 
and then separate it out. 

Q.—Until you are driven to do it? 
A.—Yes. 


Q.—And leave the participating 
policyholder to take whai igs coming 
to him in the way of profits without 
having any exact system of keeping 
the books to show that this man whom 
you have agreed to treat in a certain 
way is being dealt with as you pro- 
mised P A.—As a practical matter 
we know he will be. 


Q.—You have got so accustomed to 
treating the participating policy- 
holders about: as you please you do 
not regard it as a serious matter 
keeping your books and _ accounts 
proper, is not there a danger of that 
with insurance companies? A.—I 
cannot see it when the non-partici- 
pating business is so small. 

.—Do you propose as actuary and 
manager of this insurance company 
to keep an individual account with 
each policy? A.—We have not up to 
date and I do not think we will. 


Q.—What do you propose to do as 
manager and actuary of your com- 
pany? A.—I do not propose to keep 
a separate statement for each indivi- 
dual policyholder. 


Ee ee 
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Q.—Why, is not he entitled to at 
least that much consideration? A.— 
He gets the same thing, he is in a 
class and each member of that class 
will be treated the same. 

Q.—How does he know—supposing 
I am a policyholder in your company, 
I go to you at a certain time and I 
want to consider the advisability of 
surrendering my policy, I suppose you 
can tell me what I would get by way 
of surrender? A.—Yes. 

Q.—That is guaranteed in the pol- 
icy? A.—yYes. 

Q.—I say what is my policy worth 
to-day with the face value of the pol- 
icy and the profits I am entitled to— 
can you tell me that? A.—I should 


be inclined to give the man an un- 


official answer. 

Q.—Why am I not entitled to an 
official answer? A.—Because the de- 
ferred dividend system implies no 
distribution till the end of the period. 

Q.—Take the quinquennial distribu- 
tion of profits, or take a _ deferred 
dividend policy, why can I not be told 
what state my policy is in up to that 
time regardless of the future, or how 
it may be added? A.—Because it is 
a nice legal question whether the 
company would not have to charge 
those dividends as an actual liability. 

Q.—That is having set apart a cer- 
tain amount of profits to those policy- 
holders you think the company would 
have to include that as a_ liability 
they owe the policyholders? A.—I 
do not think they would, but I am 
afraid they would. 

Q.—Can you tell me why it is any 
more liability because you show it as 
such in your books than if you do 
not show it at all? A.—Supposing a 
company has $50,000 for deferred divi- 
dend policyholders, and you make 
them show that as-a liability ; the next 
year something may happen, and they 
might want say $5,000 of that $50,- 
000, the deferred dividend system 
would allow them to take that $5,000, 
but if you make them set that apart 
in that way then the _ policyholders 
may come back at the company for 
that $5,000. 

Q.—Is that the only objection, be- 
cause it can be easily remedied? A. 
—That is one of the principal ob- 
jections. 

Q.—Have you any others? A.— 
“To-day it leaves the company with an 
asset ; supposing the company has that 
$50,000 surplus on deferred dividend 
policies, and that is all it has got— 

Q.—It can state to-day ‘‘Our sur- 
plus is $50,000’’? A.—And it can do 
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what it likes with it. 

Q.—And in truth and reality if the 
company was telling its policyholders 
they were entitled to that it could 
not treat it as an asset, that is the 
fact? A.—It depends on the point 
of view—if you are trying to find out 
the status of the company they have 
$50,000 over and above their actual 
lability. 

Q.—But that $50,000 has already 
by their policies been promised to 
the policy-holders? A.—Now you are 
talking of the position of the direc- 
tors to the policyholders, not the posi- 
tion of the company; the directors 
are liable in one way or another for 
that $50,000, it is a liability of the 
directors to the policyholders. 

Q.—Apparently you are not the 
only person interested in insurance 
companies that objects to showing 
what the company owes with respect 
to its deferred dividend policies? A. 
—No, I guess I am common. 

Q.—And the objections to it from 
your standpoint are the ones you have 
urged? A.—Yes, 


Q.—Attached to the Act of Incor- 
poration are the by-laws; are those 
the by-laws as they stand to-day? A. 
—No, they have been modified from 
time to time, and they are covered 
in the minutes, 

Q.—There are no _ substantial 
changes? A.—They are substantially 
the same. 

Q.—Your directors are paid $10 a 
meeting? A.—That is reduced to $5; 
there is one meeting of directors each 
month and one committee meeting— 

Q.—And it is $5 for each meeting? 
A.—Yes. 

Acts of Incorporation and By-laws 
of the Crown Life Insurance ‘~Com- 
pany filed as Exhibit 250. 


Q.—Have you a statement showing 
your directors? A.—I think I filed 
one, I have not got one with me, 
This is the list of directors as they 
were at the end of the year 1905, in 
this manuscript statement, and it has 
been changed. 

Q.—Give it as it is now? A.— 
Hon. David Tisdale, President; John 
Charlton, Vice-President; Randolph 
Macdonald, H. T. Machell, Samuel 
Barker, A. R. Boswell, W. B. McMur- 
rich, R. L. Borden, F. Hodgins, C. 
S. Wilcox, R. Forget, R. T. McCor- 
mack, and ©. Hughes. That is all 
T recall. 

Q.—Were all these persons directors 
when. the company was formed ?, 
-—NOo sit? 
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Q.—Who have become directors 
since? O.—Mr. McCormack. 

Q.—In place of whom? 

MR. MARKS: Nobody specially, 
there have been two deaths, there are 
several new ones since the incorpora- 
tion. There have been several 
changes on the Board. 

Q.—Mr. Roberts was on the Board? 

WITNESS: Yes. 

Q.—Dr. Machell has always been on 
the Board? A.—Yes. 

Q.—And I believe Sir Charles Tup- 
per was the original President of the 
company? A.—Yes. 

Q.—And one of the Board of Direc- 
tors, and President down to what 
date? A.—To the end of 1903. 

Q.—Did any of these directérs take 
out insurance with the company? A. 
—Yes, sir. 

.—How many of them? 
a few of them. 

Q.—For large amounts? A.—Sev- 
eral of them $5,000. 

Q.—Was $5,000 the largest? A.— 
Two $10,000, Randolph Macdonald 
and Mr. Wilcox. 

Q.—Were those directors on the in- 
corporation of the company given any 
special rates? A.—No, not at the 
incorporation of the company. 

Saripere were they given any if 
at all? A.—Some time since then, 
they got a commission when they 
took out insurance. 

Q.—What commission did they get? 

MR. MARKS: 15 per cent. for five 
years, any plan up to ten years, 20 
year endowment they get 15 per cent. 
for seven years. 

Q.—15 per cent. on their premiums 
for seven years? A.—Yes. 

Q.—Is that the most any one of 
them got? A.—Yes. 

Q.—And no renewal commissions 
after that? A:—No: 

Q.—Was that a rate that was de- 
termined upon for directors by the 
Board, or who settled that rate? 

WITNESS: I think that was a 
rate suggested by the Managing Di- 
rectors to encourage them to take 
out insurance. 


Q.—And all insurance taken ouvr 
by these directors has been taken out 
on that basis? A.—Yes. 

Q.—Is that same rate given to other 
- officials of the company? A.—No, I 
think the late Secretary drew a re- 
gular agent’s commission; at one 
time they would not do it, but during 
last year they decided that anybody 
in the office could draw the regular 
agent’s commission on any insurance 
he took out or could place. 


A.—Quite 
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Q.—What do you regard as the 
regular agent’s commission? A.— 
65 per cent. of the first premium 
graded down; it will run 65 per cent. 
on the ordinary life, sometimes 60 on 
the life twenty, never more than 65 
on the life twenty; down to 55 on the 
twenty year endowment. It will run 
down much lower on the ten, and the 
endowment ten it will run down to 
30 per cent. 

Q.—Are there any renewal commis- 
sions with that arrangement? A.— 
Yes. 

Q.—What? A.—About 7% per cent. 

Q.—More than 73 per cent? A.— 
It might for the first year or two to 
a few agents. 

Q.—Does that apply to the head 
office staffP A.—No, they get five 
per cent., any business they write 
they get brokerage; on their busi- 
ness they get the renewal. 

Q.—What brokerage do they get? 

MR. MARKS: 65 per cent. graded. 

Q.—They are cut off the renewals? 
A.—Yes. 

Q.—Does the company ever write 
any insurance that it gets the whole 
premium without allowing any com- 
missions? A.—Yes sir, occasionally, 
when I made that statement about 
the office I should have made one ex- 
ception; our Superintendent of Agen- 
cies writes considerable business and 
he does not get anything on it be- 
cause that is what he is for, he has 
not so much to write personally busi- 
ness himself, but to go in and close 
business with our agents, and occas- 
ionally he picks up a risk himself, and 
he does not get anything, and the 
company gets the whole thing. 

Q.—I suppose your company will 
allow any person that brings in a 
policy the commission? A.—I sup- 
pose we would, but we do not have 
experience of people bringing us in 
policies, but if a man walked in with 
a policy and asked us to take it, hgld 
us up for commission, we would give 
it to him. 

Q.—Not holding you up? A.—If 
he would give it to us without the 
asking for it we would take eh but 
as a usual thing— 


Q.—Do you have any persons com- 
ing in and asking for a rebate? A. 
—We do not have anybody coming in 
and offering to insure their lives. 

Q.—You would be suspicious of such 
a risk? A.—I knew he would want 
a—_— 

Q.—Probably be in bad health? A. 
—I knew he would want a commis- 


Crown Life. 
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sion; I would think he was running 
around to the various offices to find 
who was giving the biggest rebates. 

Q.—Do you have any? A.—No. 

Q.—Do you make any allowances 
to agents where they have to give 
rebates? A.—No actual allowance. 

Q.—Some consideration? A.—No, 
we do not hand over a man anything, 
but if a man is on an advance con- 
tract with us he has to turn us in the 
full premium in every case, and if he 
makes a very strong statement that 
he cannot close with a man without 
giving him a rebate we of course have 
- to consent to that rebate. 


Q.—If a man tells you that really 
in reference to a special case he must 
give a rebate then you say, ‘‘Very 
well, go ahead and give the rebate?” 
A.—Yes. 

Q.—Then you allow the rebate off? 
A.—Yes, and we only credit him up 
in his account with the commission 
less the rebate. 

_ Q.—You have no directions issued 

to your agents that they must not 
ey any circumstances rebate? A. 
—No: 


Q.—You rather encouraged them to 
get business and meet competition? 
A.—No; if we had an agent that was 
all the time rebating we would get 
rid of him simply because the busi- 
ness would not be of any use to us. 

Q.—You get the same amount out 
of it whether he rebates or not? A.— 
We would not if he was on an ad- 
vance contract. 


Q.—What is that? A.—The con- 
tract I have explained to you. 


Q.—That is where you give him an 
advance? A.—Yes, and besides that 
it is a very well founded idea that 
rebate business does not continue on 
the books, it is not as persistent. 

Q.—It is not looked upon as being 
as good business; do you ever allow 
a man his whole premium to get him 
started P A.—Never, I don’t know 
of any such a case in the history of 
the Company. 

Q.—We had a case this morning 
where a man got the full first year’s 
premium on his policy? A.—I don’t 
know who he got it from. 

Q.—You disapprove of it, but you 
know of no way to stop it, is that 
what you mean to say? A.—yYes, I] 
disapprove of it. The thing arose in 
this way: If you buy something from 
a friend who is in a certain business 
he would probably let you have it a 
little cheaper, and when you come to 
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work that in insurance business the 
agents write their friends, and all 
their friends try to get a rebate. I 
have friends in the fire insurance busi- 
ness, and I have never got a rebate 
on my fire premium yet. 

——Do you think the insurance 
companies acting in concert could not 
stamp that out? A.—I don’t think 
they would act in concert. 

Q.—Each one would be encouraging 
all the others to act in concert, occa- 
sionally slipping out himself to get a 
good policy? A.—Yes. 

Q.—Have you been economizing in 
your Head Office expenses, as the 
company this morning claimed to have 
been doing? A.—We have reduced 
the force by one this year. 

Q.—What one? A.—Andrew Dea- 
con. 

Q.—Is that all the economy you 
have been practicing? A.—TI pre- 
sume, yes, sir. 

Q.—I notice by the Minutes of the 
Directors’ meeting, May 28th, 1901, 
“‘TIt was moved by Mr. Roberts, sec- 
onded by Mr. Charlton, and resolved : 
That the arrangement to be made with 
Sir Charles Tupper, President, be as 
follows: 

1. Salary of $2,000 per annum, 
commencing Ist June, 1901. 

2. One per cent. on all calls of sub- 
scribed stock in excess of $100,000 sub- 
scribed for by the 3lst December, 
1901; also 1 per cent. of the premiums 
on such calls. 

3. One per cent. of the gross first 
year premiums on new policies issued 
each year as long as he remains Presi- 
dent.”’ 

Q.—That seems to be a rather liberal 
allowance for a President of a new 
company, does it not? A.—I should 
think so, but I did not make that ar- 
rangement. 

Q.—I started out by telling you we 
were not going to hold you responsible 
for everything; was that contract ter- 
minuated before you came into the 
Company? A.—Yes, a_ considerable 
while bafore, some two or three years. 

Q.—Tell me when it was terminat- 
ed? 

MR. MARKS: I think it was the 
beginning of 1904 when ‘Sir Charles 
Tupper resigned. 

Q.—I think it was up to the end of 
1904, I wish you would verify that? 

WITNESS: That continued during 
the whole of 1904. 

Q.—Can you tell me the amounts 
that were paid under that resolution ? 
A.—For 1904, $3,285. 

Q.—What was paid in 1903? A.—I 
don’t know; it isin that statement we 
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submitted, all our disbursements for 
the year 1903. It would have been 
probably about $2,600. 

Q.—In 1902 probably a little over? 
A.—Probably, a little over the $2,000. 

Q.—1901? A.—Very small. 

Q.—1901, there would be the pay- 
ment on the capital stock? A.—That 
is true, but that was only on each 
subscription over $100,000. 

Q.—There were $220,000 subscribed, 
so that would be $687.50, ag I figure 
it? A.—Well. 

Q.—Tell me now what meetings the 
President attended during the time 
he was President, or what he did for 
the Company P 

—The answers are given by Mr. 
Marks until a change is indicated. 

A.—He often attended meetings, 
General meetings and Board meetings, 
and Committee meetings sometimes. 

Q.—I do not see his name down for 
Committee meetings and Board meet- 
ings? A.—He was often at Directors 
meetings. 

Q.—How many times a year? A.— 
Perhaps three times a year, may have 
been more than that in the early 
years. 

Q.—Did he do anything more than 
that, besides attend those three or 
four meetings a year? A.—I suppose 
he was working in the interests of the 
Company with Mr. Roberts; he was 
supposed to be accompanying Mr. 
Roberts organizing. 

Q.—That seems to have been a large 
expense to put on a young company 
starting; and then I see Mr. Roberts’ 
salary was placed at $5,000 a year 
right from the beginning of the Com- 
pany? 

—The questions are answered by 
the witness until a change is indi- 
cated. 

A.—Yes, 

Q.—What is your salary? A.—The 
same, 

Q.—Does that strike you as being a 
large salary to pay at the commence- 
ment of a small insurance business? 
A.—I think it was a large salary. 

Q.—What salary was the Medical 
Director paid? A.—$1,000. 

Q.—Those would be rather large 
amounts to put on a young companty 
just beginning? A.—I should not call 
$1,000 for a Medical Director large. 

Q.—I think I should exclude the 
Medical Director’s fees, but other than 
that, the President’s and Manager’s 
remuneration would seem to be very 
large? . A.—I should be inclined to 
the idea that it was. 

Q.—Wiaas tthe President discontin- 
ued by reason of the idea that it was 
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too highP A.—yYes, they wanted to 
reduce expenses. 

Q.—So they decided to reduce the 
expenses of the President, and then 
the President resigned? A.—I expect 
that was the way of it. 

Q.—That is what you believe was 
the way of it? A.—I should think it 
was probably. 

Q.—Can you give any reason why 
the President should get a percent- 
age on the premium income of a 
company in any company, why he 
should get a percentage of the 
eross premium income? Ave The 
person securing him as President 
might not want to pay him _pos- 
sibly more than he thought the com- 
pany could afford and he might think 
that was one way to adjust it. 

Q.—That would hardly be so where 
the remuneration was starting with 
$2,000 at the commencement? A.—It 
is a system I do not approve of. 

Q.—You cannot suggest any reason 
why a President should be paid a 
percentage on the gross premiums? 
A.—No. 

Q.—You have had transactions re- 
garding purchases of securities, have 
you any Directors in your company 
that are connected with the Central 
Canada Loan and Savings Company 
to your knowledge? A.—No. 

Q.—Or the Canada Permanent? A. 
—No sir. 

Q.—I see you had an application 
for $5,000 insurance from W. 
Mitchell on the condition that the 
first premium be expended in adver- 
tising; was that carried out? A.— 
No doubt it was; I don’t know about 
it, ‘ 
Q.—That is a system of rebating 
I suppose? A.—No sir, it is some- 
times done. You are going to do 
some advertising any way, and you 
Say, now you had better take out a 
policy with us and instead of paying 
for the advertising we will credit up 
against the premium the charge. 
Every company does that. It is not 
a rebate. You get your advertising 
and he gets the insurance. 

Q.—(Reads from Minute beginning 


with the words ‘‘The matter of the 


application of $5,000 of insurance 
from C. W. Mitchell, etc.’’) That is, 
I suppose, a special commission was 
allowed to the agent who got the 


transaction through? A.—I _ should 
think so. 
Q.—What does this Resolution 


mean: ‘‘Letters were also read from 
Messrs. W. A. Black of Halifax and 
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J. Stuart Tupper of ‘‘Winnipeg, etc.’’ 
(reads Minute)? A.—That is that 15 
per cent. 

Q.—That applied not only to Di- 
reotors, but to their relatives and 
business associates? A.—yYes - sir. 
We got very little out of it. 

Q.—I should think you did? A.— 
I don’t mean in the way of returns; 
I mean in the way of insurance; 
probably a dozen policies came in. I 
wish we could make contracts with 
our agents on that basis, 15 per 
cent. for five years, and seven years 
in some cases; I wish we could. 

Q.—You think that would be 
more profitable to the Company? A. 
—Yes. 

Q.—It would induce more persis- 
tent business? A.—Yes. 

Q.—What is the scheme in which 
you have first, second and third de- 
grees? A.—If a man writes $10,000 
within three months we give him a 
little badge that is inexpensive and 
$10. If he writes another $40,000, 
makes it up to $50,000 within a 
year we give him $50, and another 
badge which does not cost a_ great 
deal. If he makes it up to $100,000 
within two years-we give him $100 
and a ring that costs us $10 or pos- 
sibly $15. 

Q.—Is that a scheme of bonusing 
agents? A.—Yes. 

Q.—Is that adopted by companies 
ins Canada. - A.—Il. am. not: -very 
familiar as to whether they have 
adopted it. I know it has been done 
across the line. 

Q.—That is one of the things the 
New York Legislature attempts to 
stop? A.—Yes. 

Q.—You are starting it in a small 
way? A.—We started it long ago. 

Q.—You' have started that in =a 
small way? A.—Yes. 

Q.—And that is one of the evils 
shat is being attempted to be stamped 
out in New York; besides these large 
commissions you are endeavoring to 


add bonuses? A.—I should not call. 


it an evil; not so small. 

Q.—It is the size of the bonus? A. 
an 1.O8s 

Q.—It would be a small bonus for a 
small company, and ‘when you get 
that started in a large company, a 
large company would be offering large 
bonuses. You were not driven to do 
that by other companies establishing 
the precedent? A.—I expect it is 
quite likely an idea that Mr. Roberts 
picked up from an American com- 
pany. 


an Sctard 
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Q.—You know of no other Can- 
adian company that is doing it? A. 
—No. There is this to be said, outside 
of the actual cash bonus that goes 
with the thing there is no doubt that 
some of the agents get actively inter- 
ested in it. 

Q.—I should imagine that if you 
gave them a present of $10,000 they 
would get- more interested? A.—I 
mean outside the cash. 

Q.—The badge or to be in the de- 
gree? A.—Yes, and to be able to 
tell another agent, ‘‘I got the second 
degree; I am a man.”’ 

Q.—Does it not involve in some of 
the American companies in a certain 
degree that he shall be receiving 
sometimes $50 and over a month just 
to be in that degree? A.—I believe 
it does. 

Q.—That is a bad system, is it not, 
if you are already paying these agents 
too much, as your Head Office peo- 
ple say you are? A.—A big bonus 
system is not a very good system. 

Q.—You are starting it? A.—We 
have started it. I don’t want you to 
Say we are starting it to-day. 

Q.—It ;was before your time? A. 
—Yes. I dont care for myself, but 
I dont want the Crown Life put on re- 
cord as starting that system to-day. 

Q.—If it is a good thing you might 
as well start it to-day? A.—Except- 
ing in the face of the criticism there 
has been of the bonus system -of the 
United States. We would think a 
long while before we would inaugur- 
ate a bonus system to-day. 

Q.—Are you thinking of stopping 
it? \A.—No. 

Q.—You are just as bad as if you 
were thinking of commencing it? A. 
—All right. 

Q.—There has been no discussion of 
stopping it at all? A.—WNo. 

Q.—And carried out by competition 
between companies that would get 
to be a very bad feature in insur- 
ance? A.—It might. 

Q.—And you are responsible for it 
as far as Canada is concerned when 
I say you I mean your company, not 
you personally? A.—I would not say 
so, I don’t know; I doubt it in fact. 

Q.—Would you suggest any other 
company that is doing it and I will 
let you know later whether you are 
correct ? A.—I would suggest you 
ask the other first, and I think you 
will find most of them did it before 
we did. 

Q.—This is the first case I have met 
with; probably it was the different de- 
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grees that caught my eye? A.—I 
think that part of it, making so 
much of it being an order of merit 
and that sort of thing, that might 
be a new idea. 

Q.—That might be an idea of your 
own? <A.—Yes. - 

Q.—I notice Mr. Henderson went 
through the degrees very rapidly? 
A.—Yes, 

Q.—yYou had a report made by Mr. 
W. T. Standen, Consulting Actuary? 
A.—yYes, I sent that report over here. 

Q.—Was there a private report and 
a public report? A.—I believe so. 

Q.—Have we both of them? A.— 
Yes. 

MR. TILLEY: Probably it would 
be best I should read those through 
before actually putting them in. 
Probably there are matters that are 
private in them, and if necessary I 
can put them in afterwards. ~ 

JUDGE MacTAVISH: Yes. 

MR. TILLEY: Q.—I notice on the 
27th March, 1905, in the Minute of 
the Executive Commitee there is some 
reference to a claim by Davidson; has 
that claim been paid or is it disput- 
ed? A.—It is a disputed claim. 

Q.—Tell me the nature of the dis- 
pute? A.—Mr. Davidson insured his 
son in our Company and the policy 
was allowed to lapse. After it had 
been lapsed some time the boy got 
sick, I believe he went South for 
his health, lung fever, or something, 
and he came back. A little while 
after that it was revived upon the 
personal statement of the boy and his 
father that he had had nothing the 
matter with him since the policy was 
taken out. About three months later 
the boy died. 

Q.—Of what? A.—Consumption. 
At first we were going to pay the 
claim, and then in going over the 
papers more carefully they discovered 
about this illness the boy had had af- 
ter the policy had lapsed, and before 
it was reinstated, and we took that 
matter up and it has never been set- 
tled to this day. 

Q.—How long ago was that? A.— 
About two years ago; it was the end 
of 1904. I may say I saw Mr. David- 
son on the matter myself quite recent- 
ly, and it is an amicable disagree- 
ment. Mr. Davidson told me three 
or four weeks ago if we did not want 
to pay it there is one thing we could 
be certain of, that he would never 
sue us for it. He is very friendly 
towards the company. 

Q.—Did you make him any offer in 
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connection with it? A.—Yes, we made 
an offer of $1,000. - 

Q.—Would not he take that? A.— 
The cheque lay for some time and he 
didn’t take it. 

Q.—And he won’t take it? A.—I 
think he will. 

Q.—But he is not taking what you 
offered at any rate? A.—Not to-day, 
T think the probable objection is that 
they realize our position, but at the 
same time they don’t want to admit 
they stated the boy had not had an 
illness when he had. 

Q.—The illness that he neglected to 
state, was that the illness he died 
from? A.—A similar sort of thing 
IT understand. 

Q.—Do you know that to be a fact? 
A.—Yes, as I have the thing in my 
head he was pretty sick with his chest 
and a little later on he died of con- 
sumption. We don’t want to force 
the facts on the Davidson family be- 
cause they are very friendly to us, 
and later on they will take the cheque, 
and we don’t want to go to them and 
say, ‘‘you told a whole lot of lies,’’ 
and have a row. If we leave the mat- 
ter to simmer down it will be all 
right. If you have ever been down 
in Prince Edward Island you will find 
you have to let everything rest that 
is being settled. 

MR. KENT: Why was not he re- 
examined? A.—We will take it on 
his personal statement without a medi- 
cal examination within a certain time. 

ore Tilley filed claim papers 
which was marked as Exhibit 251. 


Q.—Have you your Policy Register 
here? A.—We sent it over this morn- 
ing. 

_ Q.—Had you anything to do with fix- 
ing the rates of your Company? A.— 
No sir. 


Q.—Do you know whether they were 
fixed or approved by an Actuary? A. 
—I believe they were fixed probably 
by the previous Secretary. 

Q.—By whom? A.—Arthur J. 


Q.—I notice you advertise that they 
are lower than other Companies? A. 
—They are slightly lower. 

Q.—I suppose that is just in an effort 
to get business? A.—I should think 
that was very probably the idea. 


Q.—Do you know whether these 
rates are sufficient? A.—I should 
think they are, I have not gone into 
them to any great extent, generally 
speaking, yet. There is not a very 
great deal of difference between them 
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and the average rates of the other 
companies. 

Q.—I suppose all young companies’ 
rates are fixed to be a little under the 
older companies? A.—As a rule. 

Q.—To make that an argument for 
the young company’s agent as against 


the argument of the older company’s | 


agent? A.—Yes, although some young 
companies claim there is no need for 
it. 

Q.—I suppose you continue that 
just so long as you think there is a 
need for it, and then gradually creep 
up to the standard? A.—I don’t 
know, there has been no suggestion of 
altering so far, unless it is the endow- 
ment rates. 

Q.—Do you know how your esti- 
mates compare with other companies’ ? 
A.—I believe they were made by tak- 
ing several American, several Canad- 
ian and several British companies and 
adding them-altogether, and taking 
the mean; that is the way they were 
made up. 

Q.—I am told you estimate profits at 
age 25 on ordinary life plaa at $137? 
A.—That is right. 

Q.—I am told that the Canada Life 
estimate for the same age on the same 
policy is $108, $29 less than your es- 
timate, and your premium is fixed a 
little under theirs? A.—yYes. 

Q.—That does not seem to be very 
consistent; I am told that your esti- 
mate for the same age for a twenty 
at accumulation policy is $223? A, 
—Yes. 

Q.—And the Canada Life $183, or 
$40 less, and that you have your 
premium less than the Canada Life? 
A.—Yes. 


Q.—I just selected the Canada 
_ Life at random as an older Company, 
and some of the estimates in the Can- 
ada Life I think were not even real- 
ized; is that fair to say yours are in 
the same ratio all the way through 
every age—35 you estimate $168, an 
older company $145; $284, an older 
company $247; $228, an older com- 
pany $201; $397, an older company 
$353; $344, an older company $294; 
$614, an older company 501l—and it 
is the same apparently all the way 
through? A.—Yes. 

Q.—Your company cannot expect 
to realize those estimates? A.—Well, 
I suppose they did expect when they 
made them up. 

Q.—Hew could they expect to when 
this older Company’s estimates were 
lower? A.—Is that an estimate of the 
Canada Life, that is not the result, 
is itP 
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Q.—No, I am taking estimates; you 
have had no results yet? A.—No. 

Q.—One can imagine that estimates 
would be made with a rather liberal 
hand in a case like that? A.—Yes. 

Q.—Is that proper? A.—I don’t 
like estimates at all myself. 

Q.—Have you ever done anything 
since you have been Manager to stop 
the practice of putting out estimates 
in your Company? A.—Not to stop 
putting out estimates. 

Q.—Have you checked the estimates 
to see whether they are high or low? 
A.—No sir, we have thought of re- 
vising them altogether. 

Q.—With the intention of bringing 


them to a lower standard? A.—Yes. 


Q.—Why have you thought it neces- 
sary to do that? A.—We would rather 
have them lower and when the time 
is up realize them, or possibly realize 
more. 

Q.—Some chance to come _ near 
them? A.—Yes. 


Q.—The company has been long 
enough in existence now to commence 
pulling down the estimates—it is get- 
ting time to bring the two things a 
little closer together? A.—Possibly. 
There has been no suggestion of rais- 
ing the premiums except regarding 
endowment policies. 

Q.—That is under consideration? 
A.— Yes. 


Q.—And there is a suggestion of 
bringing down the estimates? A.—Yes. 

Q.—And I suppose it is fair to say 
that with a young copmany those es- 
timates have been used very broadly 
with the insuring public? A.—No 
doubt they have. 

Q.—And they are improper?. A.— 
I have told you how they were made 
up. 

Q.—I am not asking you how they 
were made up, you know they are 
improper; what do you say about it; 
you are an Actuary? A.—I doubt if 
they will ever be realized. 

Q.—You know they won’t be real- 
ized; you are on your oath, you can- 
not pretend that these estimates which 
are so much higher than the older 
companies’, should be realized, can 
you? A.—I have not gone into them 
to any extent. : 

Q.—But in your opinion they are 
too high? A.—In my opinion they are 
too high. 

Q.—Can you say how much too high 
on an average? A.—No, I have not 
gone into it. 

Q.—10% too high? A.—I could 
not say sir. Before I alter these es- 
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timates I am going into the matter 
thoroughly. 

Q.—Don’t you think it is time it 
should be done? A.—TI do. 

Q.—You have not started it yet? 
A.—No sir, we have been a little busy 
this year. 

Q.—You have the Insurane Regis- 
ter here, in the Insurane Register 
opposite policy 18641, which was issued 
January Ist, 1906, I find written in 
“Dated back to 20th September, 
1904’’—-can you tell me why that was 
done? A.—In that particular policy 
I don’t know, but it is possible that 
the man might have had, for instance 
a twenty year endowment policy for 
$1,000, and been unable to keep it, 
felt he would rather have $2,000, 20 
payment life. 

Q—Let us have the fact? A.—I 
don’t know the fact. We can get the 
information over the telephone. 

Q.—You cannot say anything about 
that at the present time? A.—wNo. 

Q.—Policy 13,631 is a policy on G. 
A. Hughes, who is he? A.—I don’t 
know. 

MR. MARKS: He is a brother of 
yours, Geoffrey. 

Q.—Written in the outside column, 
‘‘Age taken ,at last birthday,’’ usu- 
ally you take the age at the next 
birthday? A.—Yes. 

Q.—Why is the age for G. A. 
Hughes taken at last birthday? A.— 
I have no idea, it was before my time; 
that would mean it was dated back 
to make it that. 

Q.—Dated back a year? 

MR. MARKS: Not necessarily, hig 
birthday may have been 6th Decem- 
ber, and it was dated the 5th. 

WITNESS: I have no idea when 
his birthday was, I have 14 brothers 
and sisters; I don’t know him as G. 
A. Hughes. 

Q.—Will you find out about that? 
A.—Yes. 

Q.—You issue a good many poli- 
cies with a lien? A.—Yes. 

Q.—What is the nature of that 
transaction? A.—If a man applies 
to you; for instance his mother died 
of consumption and he was 25 years 
old, the doctor would take into ac- 
count the fact that he was of good 
weight and nothing the matter with 
him apparently to-day, and put a lien 
that would run off say at about 35 
or 40, when the consumptive danger 
was over. 

Q.—The doctor would anticipate if 
he lives to that age he will be all 
right? A.—yYes. 
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Q.—And the lien is reduced year 
by year till that period comes? A.— 
Yes. : 

Q.—Are those computed by an Ac- 
tuary? A.—It is a matter of consulta- 
tion between the doctor and myself. 

Q.—It is fixed by a consultation 
merely? A.—Yes. 

Q.—Are your advances to agents se- 
cured? A.—No sir. 

Q.—In your return I notice you 
describe those as being secured? A. 
—Merely secured by commissions. 

Q.—That is (not a very /common 
meaning of the word ‘‘secured’’ is 
it, that is what you mean by it? A. 
—Yes. 

Q.—And when you eall those se- 
cured you do not mean they are se- 
cured between you and the agent any 
more than he has to earn commissions 
to satisfy them? A.—Exactly. 

Q.—That is rather an odd meaning 
to the word secured, is it not? A.— 
I think it is, yes. 

Q.—Your company is able to supply 
something that Mr. Kent was asking 
about this morning as to the nature 
of the statements that are made to 
proposed shareholders in a new com- 
pany; I suppose this is one of your 
circulars that was issued when you 
were trying to get subscriptions for 
stockP A.—yYes, it is. 

—A circular re stock subscriptions 
flyed as exhibit 252. 

Q.—(Reads circular down to the- 
words ‘‘The chief reason for the great 
security of life insurance stock is 
‘that the amount realized by its sale 
is not required for the regular busi- 
ness purposes of the Company, it be- 
ing in the nature of a guarantee fund 
to its policyholders to provide for a 
most remote and improbable contin- 
gency’’)—That is hardly accurate, is 
it? A.—No, it is rather flowery. 

Q.—(Continues reading circular to 
the words ‘‘As a profitable investment 
the stocks of life insurance companies 
cannot be surpassed. The dividends 
paid to the shareholders of most of 
the Canadian companies have been 
very handsome, ranging from 6 per 
cent. to 30 per cent. on the amount 
of paid-up capital’’)— 

JUDGE MacTAVISH: Any ques- 
tion about that? A.—The statement 
that it is a good investment when the 
company is on its feet is very true; 
there is hardly an investment to com- 
pare with it after you have got over 
the initial stage. 

MR. TILLEY: Q.—(Reads balance 
of circular.) I see your not-taken poli- 


INSURANCE. 1357 


SESSIONAL PAPER No. 66 
44th day, June 21, 1906. 


cles amount to considerable; in 1902, 
which was the second year of the com- 
pany, 16 per cent.; 1903, 30 per cent; 
1904, 23 per cent; 1905, 17 per cent.; 
do you know whether any of those 
policies were issued in the last month 
of two of the year in order to make 
a good showing for the year? A.— 
As far as I know we have never done 
anything out of the ordinary to push 
business at the end of the year, be- 
yond writing and telling agents that 
_the end of the year is coming. 

Q.—Do you not find that these not- 
taken policies are chiefly policies that 
were taken in the last month of the 
yearP A.—TI don’t think so. 

Q.—They are well scattered through- 
out the year? A.—Yes. 

Q.—And it is not due to any at- 
tempt to get the returns up for the 
end of: the year? A.—No. 

Q.—Your lapses of the business in 
1904 seem to be about 20 per cent., 
is that right? A.—Yes. 

Q.—Is that much for a company the 
age of yoursP A.—I think it was 
very favorable. 

Q.—Have you that information now 
as to those policies I asked you about 
a short time ago? A.—Yes. 

Q.—The first policy I have mention- 
ed seems to be a policy issued on a 
man after his son had been pre- 
viously insured, and by reason of the 
son’s policy terminating being sur- 
rendered, was it? A.—He asked to 
have it changed, to put it on his own 
life instead of on his son’s life. 

Q.—You had the son insured and 
you substituted this insurance on the 
father? A.—Yes. / 

Q.—And you dated it back to the 
age when the son’s insurance was put 
on? A.—Yes. 

Q.—And then you would collect 
from the ilather the difference for the 
premium for the two years? A.— 
Yes. 

Q.—Is that a common practice in 
insurance companies? A.—No sir, 
but any company would do it if such 
a proposition was brought up. 

Q.—Do you think any company that 
has insurance on one person, for in- 
stance, a son, a young man, would 
substitute that and put it on the 
father, dating his policy back to the 
time when the son’s insurance was 
taken out, he paying the difference 
in premium? A.—Yes. 

Q.—Charging the father the father’s 
rate for that age? A.—Yes. 

Q.—Then the other seems to be a 
case where the birthday was on the 
3rd December, and the policy was 1s- 
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sued on the 5th December, and it was 
dated back, taking the age on the 3rd 
of the month. So that explains it 
just as you intimated might happen. 
Your company is not in the habit of 
dating back policies in order to give a 
person a preference? A.—No, but if 
you applied to-day, and your birth- 
day was last month, we would date it 
back then and make the premium due 
then. 

Q.—Is that a common practice 
among insurance companies? A.—I 
believe so. 

Q.—lIs there any limit to the time 
they will run back? <A.—Oh, yes, it 
is only done within reasonable time. 

Q.—What is a reasonable time? A. 
—We would take each case on its 
merits. 

Q.—Just a case of getting the poli- 
cy, is it? A.—Yes. 

.—If the insured will go in, age 
at next birthday, even a week after 
his last birthday, you take him that 
way; if he won’t you take him at the 
age of the birthday that has just 


- passed. That is not fair, is it as be- 


tween applicants, it is a speciés of 
rebate or commission, discrimination. 
_ A.—On the other hand, his’ premium 
is due so much earlier the next year. 

Q.—When does his premium  be- 
come due, a year from the time that 
he takes out his policy, does it not? 
A.—A year from the date of the 
policy. We date the policy back. 
Q.—You think that is a compensat- 
ing advantage, do you; you get the 
premium a few days earlier, but you 
get a smaller premium? A.—It is a 
common practice. 

Q.—I notice you had a great deal of 
endowment insurance as compared 
with other classes? A.—Yes. 

Q.—Do you think thatis advisable 
for a young company? A.—It uses 
up more of the capital to put up the 
reserve, but it has this compensating 
advantage, that you are putting up 
a higher reserve, and so when the 
death claim does come in you don’t 
lose so much, you only lose the dif- 
ference between the reserve and the 
face of the policy, and the higher the 
reserve the less the net actual death 
loss is. 

Q.—Have you considered the ad- 
visability of a new company com- 
mencing with term insurance and 
pushing it for a time, where the re- 
serve is not so high? A.—It is rather 
risky. 

Q.—By reason of what? A.“ Apt 
to be loaded up with undesirable lives. 
‘ Q.—That is to say, the death loss 
is heavier? A.—Yes. 
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Q.—I have a statement here taken 
from some of the information you 
have furnished, showing the new 
premiums for each year and the 
commissions for each year, com- 
mencing with the year 1901. Ap- 
parently the percentage of com- 
missions to new business was 85.4 
year, 1902, were 64.5 per cent. of the 
new premiums. The commissions in 
1903 were 59.2 per cent. of the new 
premiums. In 1904 68.7 of the new 
premiums, and in 1905 75.1 per cent. 
of the new premiums. Would those 
be the figures about as you would 
have thought them. Those can be 
checked. 85.4 seems to be a very high 
percentage? A.—yYes. 

Q.—Can you account for that in the 
first year of the business? Was not 
that by reason of directors’ insurance 
and so on to get some prominent peo- 
ple into the company? A.—That 
would make it lower, because they 
ue get only 15 per cent., the agent 


Q.—Didn’t you issue some special 
policies? To get prominent people 
into your company? A.—Not that I 
know of, no. 

Q.—You cannot account for that 
85.4 per cent.? A.—They are just 
commissions. 

Q.—Then take the commissions on 
renewals. In 1902 the commission on 
renewals was 12.5 per cent. of the 
renewal premiums. In 1903, 12.9. 
In 1904, 10.9, and in 1905, 9.5. How 
is it that your renewal commissions 
can be such a high percentage of your 
renewal premiums? A.—They may be 
on the 15 per cent. contract. 

Q.—Then you must have had a lot 
of that sort of insurance? A.—There 
was very little, but at one time Mr. 
Roberts had an idea that he could get 
agents to work for the Crown Life for, 
I think, it was 25 per cent. the first 
year and 15 per cent., the same thing 
as the directors’ arrangement. He 
found out that that would not work, 
but we did have some agents on that 
basis. 

Q.—And that would account for 
the higher rate in those years on re- 
newal premiums? A.—I think so. 

Q.—There is no other reason that 
you can give for it any way? A.—No. 

Q.—Then you have handed in a loss 
and gain exhibit. A.—Yes. 

Q.—And you have not been accus- 
tomed to making one up, have you? 
A.—No. 

Q.—And you have’ experienced 
some difficulty in getting the loss 
and gain exhibit prepared for the 
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year 1905 to agree with the Govern- 
ment return? A.—Yes. 

Q.—Now, just going over that; 
(Loss and Gain Statement filed as 
Exhibit 253.) I see that your exper- 
penses for the first year amounted to 
about four times the margins that 
you had for the year’s business. A. 
—Yes. : 

Q.—That is it would take four or 
five years to make up the loss. that 
would be incurred in that business. 
A.—Yes. 

Q.—A loss amounting to $43,033.69. 
A.—Yes. 

Q.—But from that you might pro- 
bably take part, at any rate, of the 
$16,323 that appears to be the gain 
on lapses and surrenders. A.—Yes. 

Q.—I suppose that you would give 
the usual stock answer to the loss on 
the first year’s business, that it is 
the competition, the high commis- 
sions, rebates and so on. A.—Yes. 

Q.—And you have told us all you 
can say as to the impossibility of 
stopping that from your standpoint? 
A.—yYes, I don’t know how it can be 
stopped. 

Q.—The Crown Life has taken no 
special precaution to stop it since 
you have been appointed? A.—No. 

Q.—No instructions given’ to 
agents to stop giving rebates. A.— 
They have general instructions not to 
do it unless it is an absolute neces- 
sity. 

Q.—Have you made any effort to 
change the basis of payment’ by 
spreading the commission over four 
or five years rather than pay it all 
or substantially all, out of the first 
premium. A.—No, and for the rea- 
son that we tried to do that two or 
three years ago and we got one or 
two agents to work on that basis and 
they changed to the other after a 
time. It is not a success. 

Q.—It is not a success by reason of 
the agent not being satisfied with 
that sort of a contract. A.—Yes. 

Q.—And he can get one more sat- 
isfactory to him, from another com- 
pany? <A.—Yes. 

Q.—Do you know any objection to 
making the basis of payment of 
agents some such method as that, by 
legislation? If it was brought about 
by legislation would be that an im- 
provement of the condition and 
assist in preventing rebates? A.— 
Of course I am not a great believer 
‘n legislation. Not any more than is 
tLsolutely necessary. 

Q.---Do you say you think it would 
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not be possible to bring it about by 
legislation? A.—I have not looked 
into it much, but it seems to me that 
there might be a way of getting 
around it, and the company that got 
around it would have an advantage 
over companies that had a supersen- 
sitive conscience and would not get 
around it. 

Q.—You think it difficult to frame 
legislation in that matter so that it 
is not possible to avoid it in some 
way? A.—For instance there are 
anti-rebate laws in every State of the 
Union, almost, and there is, I sup- 
pose, as much rebating in every State 
of the Union as in Canada. 

Q.—What percentage is given away 
in rebates? A.—We have some 
agents who never give any. We 
have some who will frequently give 
a rebate. If we are thoroughly con- 
vinced that a man is giving rebates 
all the time, we get rid of him. 

Q.—What rate of interest do you 
earn on your money? A.—4.6 per 
cent. 

Q.—And your investments are 
chiefly in what class of security? A. 
—Bonds, municipal bonds, and bank 
stocks, loans. That is about all. 

Q.—Have you supplied a complete 
list of your investments to the Com- 
mission? A.—Yes. 

Q.—There have been no loans to 
directors or officers that are not 
shown there? A.—No. 


Q.—Everything is disclosed, whether 
there was security for the loan or not? 
A.—Yes. 


Q.—Then there were no profits or 
losses on sales or maturity of securi- 
ties, and you have had small increases 
in the market value? A.—yYes. 


Q.—I notice that part of your in- 
crease was in respect of bonds that 
you bought from Osborne & Francis 
and wrote up at the end of the year 
they were bought? A.—Yes. 


Q.—You bought them at 98. Was 
it Chicago and Milwaukee bonds? A. 
—Canada Rolling Stock—or Ontario 
Power Bonds. 


Q.—You bought them at 98 and 95 
and put them at 101 at the end of the 


year? A.—yYes, they increased about 
$100. 


Q.—And that was on a certificate 
of value made by Osborne & Francis 
who sold them to you? A.—Yes, but 
that certificate was got in respect to 
all our holdings. It had nothing par- 
ticular to do with that. We sent them 
a list of what we owned and asked 
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them to tell us what value to put them 
in at, 

Q.—That covered all your securi- 
itiesP A.—Yes. 

Q.—Then you have shown in your 
Loss and Gain Statement all the items 
set out in the Exhibit, and so far as 
you know you have set them all out 
truly? A.—Yes. 

Q.—And in the best way you could 
make them up? A.—Yes. 

Q.—But there is not perfect agree- 
ment between that and your return 
to the Government? A.—No. 

Q.—Your return to the Government 
shows that there is a loss of about 
$22,000 in the year’s business? A.— 
Yes. 

Q.—And according to your state- 
ment made up here, the loss is only 
$9,000 odd. A.—Yes. 

Q.—The difference amounts to about 
$12,000. You don’t know where it is 
to be found. A.—wNo. 

Q.—And you cannot suggest where 
it is to be found? A.—We might pos- 
sibly have our reserve this year $12,- 
000 too high. 

Q.—That is to say in the return you 
have sent in to the Government you 
may have computed your reserves on 
policies on too high a basis by some 
error? A.—Yes. 

Q.—Have you checked that to see? 
A.—No, I have looked over it hur- 
riedly and I don’t see anything to 
suggest such a mistake, 

Q.—But unless it is in some such 
item as that you cannot say whether 
the reserve is correct or not without 
going through and checking it? A.— 
No. 

Q.—And unless it is in some such 
item as that you cannot say whether 
it is in the return? A.—No. 

Q.—This Loss and Gain Exhibit 
should be required from companies 
every year, should it not? A.—I have 
been opposed to a Gain and Loss Ex- 
hibit. 

Q.—Why? A.—This is the first time 
I have seen this, but the common form 


:of Gain and Loss Exhibit gives rise 


to an opportunity for making about 
a dozen different percentages, and as so 
many of the amounts are frequently 
made up by estimate the company 
would have a tendency in making it 
up to adjust all the different estimates 
so that at least some of the percent- 
ages would come out very favorably 
to the company. 


Q.—That is the only objection you 
have to it? A.—yYes, that is the only 
objection. If everything could be ac- 
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tual facts in it, I think it would be 
all right. 

Q.—At any rate there is a discrep- 
ancy between your annual return and 
the way you make up this Loss and 
Gain of $12,000 in the year 1905? A. 
—Yes. 


Q.—And you cannot tell where you 
have made the mistake? A.—No. 

Q.—You have the usual impairment 
of capital for a young company? A. 
ol Gee 

Q.—Your capital paid in amounts to 
how much? A.—At the end of the 
year it was about $129,000. © 

Q.—And what impairment did you 
have? A.—$109,000. 

Q.—And then besides that there was 
the premium that was paid on the 
stock and that was gone through. A. 
—Yes. 

Q.—Have you decided on any means 
of making good this impairment? A. 
—Well, some of our stockholders have 
paid in already this year additional 
payments with a premium on it and 
we hope to get in enough so that with 
the premium on it and possibly not 
pushing so ‘hard for new business, 
will let us out a little easier. As a 
matter of fact whether we push or 
not I suppose no company will write 
as much business this year as they 
did in other years. 


Q.—Why? A.—On account of the 
Royal Commission. 

Q.—Then it comes in a very good 
year for the Crown? A.—Indirectly 
it does. 


Q.—You make loans on policies at 
what rate of interest? A.—5 per cent. 

Q.—To all your policyholders? A. 
—Yes. 

Q.—And you. make some loans 
through the Insurance Agency? A. 
Yes. 


Q.—Is there any connection between 
the Crown Life and the Insuranec 
Agency ? A.—Only as individuals. 
There is no business connection. The 
President of the Crown Life is Man- 
aging Director of the Insurance Agen- 
cy Corporation. The Insurance Agen- 
cy Corporation started up with the 
idea of making loans on policies at 
a lower rate of interest than Canad- 
ian or even American companies were 
making. They were, I believe, in those 
days, charging something like 10 per 
cent. They are now practically wind- 
ing up. They issued debentures, you 
know, and with the money so obtain- 
ed made loans on policies. 

Q.—Now they make loans on poli- 


6 EDWARD VII., A. 1906 


Crown Life. (Charles Hughes, Ex’d.) 


cies and then get loans from you on 
them? A.—Yes, they have done that 
2 little, lately. We have got $20,000 
that way. 

Q.—But you say the Insurance 
Agency is winding up its business 
now? A.—yYes, they are not spread- 
ing out. 

Q.—lIs that $20,000 loaned on your 
own policiesP A.—No, it is on other 
companies’ policies. 

Q.—And you lent it at 5 per-cent.? 
A.—Yes. 

Q.—You opened books showing your 
legal reserve for 1901-2? A.—We 
have got a valuation book, where the 
reserve as against each individual 
policy. 

Q.—I am told you had an account 
open for your reserve and discontin- 
ued using it? 

MR. MARKS: There was a ledger 
account opened but for some reason 
the auditors did not think it neces- 
sary to put it in. They had a state- 
ment at the end of the year show- 
ing the account. Mr. Edwards saw 
it the other day and he thought it a 
matter of opinion. He did not agree 
with our auditor. 

A.—I did not know companies car- 
ried a ledger account of their policy 
reserve? It is a new idea to me.— 

Q.—Probably if you had kept it 
accurately there would have been _no 
discrepancy in the Gain and Loss Ex- 
hibit? A.—Possibly so. 

MR. TILLEY: That is all except 
as to these reports. I will read 
through them to see whether I desire 
to put them in. 

By MR. GEARY: Q.—Where is 
your business carried on for the most 
part? A.—AIl over the Dominion. 

Q.—Has it been from the beginning 
all over the Dominion? A.—Yes, right 
from the start. 


Q.—What equipment have you 
throughout the Dominion? A.—We 
have agents from one coast to the 
other. 


Q.—Regular establishments where 
you rent premises? A.—We rent 
offices in Montreal and Halifax. We 
don’t rent offices anywhere else. 

Q.—Part of your, if I may say ra- 
ther large, expenses, in the last two 
or three years, I suppose, has been 
contributed to by the fact that your 
business was so diffused over the coun- 
try? oA Yes: 

Q.—If you had stayed at home and 
quietly cultivated the fields of On- 
tario, would it have been better? A. 
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—It would probably have been less 
expensive. 

Q.—I would like your opinion on 
this, a new company, in order to get 
itself on a proper basis, has to choose 
between staying at home and working 
the business along until it gets going 
a little while, as one course, and the 
other is to expand rapidly over the 
Dominion; you adhere to the former 
one? A.—Except in this, if I was 
going to start a company, and had a 
reasonable idea that I could make the 
company succeed, I would endeavor 
to get a large capital subscription, say 
$250,000, and with a large premium 
on it, and open all over the Dominion 
at once. But if you are going to start 
in small, as we did, comparatively 

Q.—The safe way is to condense 
your expenditure, so to speak. A.— 
Yes. 

Q.—And have one head office in one 
place, and in Ontario there is work to 
be done for a life insurance company ? 
A.—Yes, but the competition is very 
keen in Ontario. 

Q.—But there is work to be done 
at less expense than going far afield? 
A.—Yes. 

Q.—Did your rather high expense 
occasion any discussion at the time, 
say. of the last Annual Statement or 
Meeting? A.—No. ve 

Q.—You never heard it mentioned 
amongst the directors that the ex- 
penses were considered rather high by 
them? A.—No, J don’t think I have 
heard it raised. Mr. Marks, the Sec- 
retary, would know. 

Q.—It was not a matter of discus- 


sion among the directors at the time ~ 


that the expenses were high? 

MR. MARKS: No. 

Q.—Are your directors paid whether 
they attend the meetings or not? A. 
—No, they are paid for each meeting 


they attend. 


Q.—Did you ever consider that in 
the question of surrender value—you 
pointed out the difficulty that you 
might have to distribute that, and 
then have to get it back—you could 
carry that to the account of the pol- 
icy-holder as a bank does? A.—Oh, 
yes, we could do so. 

_Q.—It has been done, as a matter 
of fact. I did not know whether you 
had any ‘objection to taking that 
course. Your company has been in 
business now ‘and has passed through 
its fifth year? A.—Four years and a 
quarter. 

Q.—Your impairment is still in- 
creasing slightly, and your ratio of 
operating expense to premium income 
is increasing slightly. Have you 
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reached the point where you turn the 
corner, do you think, or how far will 
you have to go before you can do that? 
A.— Well, I am hoping that by keep- 
ing the business within bounds, not 
pushing for a great volume of busi- 
ness, and keeping a close watch over 
expenses, that we can turn the corner 
shortly. I would not confine myself 
to a day, but possibly in the next two 
or three years. In the immediate 
future. 

Q.—That is, experience proves that 
a conservative policy in a new com- 
pany is the better policy. A.—Ex- 
cepting, ag I said before, I would still 
prefer having a big capital with a 
surplus on it. 

Q.—And then you have to pay inter- 
est and dividends on that capital 
later? You have been connected with 
insurance for such a long time that 
I venture to ask your opinion as to 
what the proper function of an in- 
surance company is. Is it to enter 
into such contracts ag will afford pro- 
tection to a man’s family, or should 
there be an investment feature in con- 
nection with it, from the _ policy- 
holders’ standpoint, if you can. A.— 
Well, that is my own standpoint. Give 
me, I say, a 20 Payment Life or a 20 
Year Endowment Policy, every time. 

Q.—With profits? A.—With or 

without, I don’t care which. I don’t 
think it matters one way or the other. 
You will get pretty much what you 
pay for, whether it is with or without 
profits, I am convinced of that. 
' Q.—And from the standpoint of 
the man who wants to make money, 
you think he can make money by tack 
ing on the investment feature? A. 
—He will break about even. It 
doesn’t matter which kind he takes 
out. 

Q.—He takes . just a pretty fair 
chance. A.—I think so. | 

Q.—But if he takes it without pro- 
fits he is taking no chances. A.—He 
is taking no chances. He won’t get 
anything back beyond what 1s men- 
tioned in the contract. 

Q.—He knows, however, what he 
is spending his money for and he gets 
that.. A.—Yes. 

Q.—It is, of course, cheaper and 
possibly could be made cheaper yet 
by applying the profits in reduction 
of the premiums in future years, 
what profits there may be. A.—On 
the non-participating business? 

Q.—Yes. A.—You have got to go 
very carefully about that. — 

Q.—It would be fair to give that 
class all the profits they earn, would 
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it not? A.—Well, I don’t know. 
You are leaving a small margin on 
your premiums and you begin to dis- 
tribute profits and later on you 
might experience a_ little heavier 
death loss on it, and you have got 
a small margin to recuperate from. 

Q.—You would not want to do 
that unless they were actuarially 
safe, of course, but all the profits 
there are in some companies made 
out of without profit business go to 
the with profit business or the share- 
holders. A.—Yes. 

Q.—Does that seem to be right? A. 
—In a mutual company they would 
and in a stock company they would 
go to the stockholders. 

Q.—Should they not go back to the 
without profit? A.—No, the man 
wanted a certain contract and he has 
got it. 

MR. TILLEY: I think that I 
should put in these reports that were 
made by Mr. Standen in 1904. There 
are two of them. .The first one was 
read to the Board and is referred 
to in the minutes as the public re- 
port, I suppose. A.—I suppose that 
is the one, yes. 

Q.—And the other one would be 
for the Board of Directors? A.— 


Yes. 
Q.—This is dated August 15th, 
1904. (Reads Exhibit 254.) That 


is the Public Report, I suppose? A. 
Q.—And then there is another 
which is not described as public and 
I suppose was not intended to be 
public. A.—I judge it would be. 

Q.—It is dated the same day and 
is also addressed to the directors. 
(Reads Exhibit 255.) That came up 
at a meeting of the Board of Di- 
rectors on the 12th September, 1904. 
I will put in a copy of those minutes 
as an exhibit. (Reads Exhibit 256.) 
Has any action been since taken 
about the capital stock? A.—There 
has been a great deal more capital 
stock paid in since then. 

Q.—And you are delaying pursu- 
ing that matter vigorously, owing to 
present conditions? A.—We have 
got in about $26,000 on capital this 
year, 1906, and the premium on that 
is very nearly $7,000. 

Q.—The fees of directors that were 
reduced in this report were $10 and 
now are $5. A.—Yes. 

Q.—It was after this resolution, I 
suppose, that Sir Charles Tupper re- 
signed the Presidency? A.—Yes. 

Q.—Pursuant to the | feeling of 
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the Board as indicated there that ex- 
penditure in that line should be re- 
duced? <A.—Yes. 

Q.—Has there been any inquiry in- 
to rea] estate owned by the company? 
A.—We don’t own any. We were rent- 
ing a floor and it was more convenient 
to put the building in our name and 
it was an advertisement for us. 

MR. KENT: You have been com- 
pelled to call for payments on your 
capital stock every year? A.—Yes. 

Q.—That is, you have had to call 
on your shareholders to put up what 
you required for expenditure? A.— 
Yes, the original idea, I may say, was 
that that was a better way than get- 
ting in a large sum in the beginning. 
Personally I differ from that. 

Q.—Do you think your shareholders 
are likely to continue to do that very 
long? A.—I am in hopes to get in 
enough this year so that we will be 
done with the matter once for all. 

Q.—You are not a book-keeper at 
all, Mr. Hughes? A.—No. 

Q.—When you were speaking of the 
changes required in books you were 
drawing on your imagination? A.— 
When I was speaking of changes re- 
quired in books? 

Q.—Mr. Tilley was questioning you 
about keeping additional accounts? 
A.—Oh, for the reserve. I have ex- 
amined a great many books and it 
was the first time I knew of an in- 
surance reserve account being kept 
in the general ledger. 

Q.—You said it would require an 
additional set of books? A.—Yes, in 
operation you would require one set 
of books to show the transactions with 
the policyholders of the non-participat- 
ing class and another set to show the 
transactions with the participating. 

Q.—Wasn’t it simply a question of 
opening two or three additional ac- 
counts? Had you been a book-keeper 
I would have questioned you at great- 
er length on the subject. As you are 
not a book-keeper it is not necessary 
to take the time. The prospectus that 
was issued, the one that has been 
filed; I suppose it is unnecessary to 
ask you at this date whether it is 
true, if you were putting out an ad- 
ditional prospectus to-day you would 
not endorse the statements made 
there, I suppose? A.—I should not 
go to that length, but I have always 
been convinced, and still am, that 
stock in a life insurance company, even 
taking it in a young company with 
an impaired capital, is probably as 
good a thing as you can get, because 
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it will be for you and your children 
and your great grandchildren; it will 
still go on drawing a satisfactory per- 
centage and you would not have that 
in any other kind of investment. 

Q.—Hindsight is better than fore- 
sight. Don’t you think the Exhibit is 
a case in point, coud not anyone 
complete it with statements that 
would have prevented a dollar of 
stock ever being subscribed, without 
going outside the bounds of truth 
and decency? A.—I did not write 
that circular. I had nothing to do 
with the formation of the company. 

Q.—And I think you would not 
write a similar one if you were found- 
ing a company to-day. A.—Well, I 
am apt to err on the side of conser- 
vatism in everything. 

MR. TILLEY: We will commence 
another company in the morning, 
your honour. 

(At 4.55 p.m. on Thursday 21st 
June, adjourned to 10.30 a.m. on 
Friday 22nd June, 1906.) 


FORTY-FIFTH DAY. 
MORNING SESSION. 


f 


Toronto, Friday, June 22, 1906. 


THE CONTINENTAL LIFE INSUR- 
ANCE COMPANY. 


MR. TILLEY: I propose to take 
up the Continental Life Insurance 
Company this morning. 

Mi. J. B. Holden appeared for the 
Company. 

GEORGE B. WOODS, sworn, exam- 
ined by 

MR. TILLEY: You are the Gen- 
eral Manager of the Continental Life 
Insurance Company? A.—Yes sir. 

Q.—And you have occupied that 
position continuously since the Con- 
tinental amalgamated with the Farm- 
ers and Traders and procured an 
Act ratifying the agreement? A.— 
Yes. ; 

Q.—Prior to the amalgamation cf 
the two companies which company 
were you associated with? A.—I was 
with the Continental, in fact I have 
been with the Continental Life since 
the inception. 

Q.—The reason I ask you that ques- 
tion was I notice you signed the 
amalgamation agreement as Manag- 
ing Director I think of the Farmers 
and the Traders? A.—yYes, I was 
Managing Director of the two com- 
panies for a few weeks. 

Q.—I assumed that was probably the 
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way that in contemplation of the 
amalagamation going through yeu 
became managing director of both 
companies? A.—yYes. 

Q.—So that prior to the amalgam- 
ation you had nothing. to do with 
the Farmers and Traders? A.—No. 

Q.—You were not a shareholder in 
itp A. No: 

Q.—Except? A.—Except for a few 
weeks. 

Q.—And you had nothing to do 
with the policy or management of 
that company? A.—None whatever. 

Q.—Then how long were you with 
the old Continental Company before 
the amalgamation? A.—From its 
inception in fact I assisted in the 
organization of the company. 

Q.—Who were associated with you 
in the organization of the Contin- 
ental? A.—The Hon. Mr. Dryden 
and Mr. Emerson Coatsworth, the 
present Mayor. 

Q.—Mr. Coatsworth was Vice-Pres- 
ident I think of your company? A. 
—Yes. 

Q.—Mr. Dryden was your yee Vice- 
President? A.—Yes. 

Q.—And he has eontinneds Presi- 
dent of the Continental Life from 
that time to date? A.—Yes. 

Q.—Where is Mr. Dryden at pre- 
sent? A.—I think he is in Ireland, 
in the Old Country at present, he is 
on the Commission. 

Q.—He is not in ata at the 
present time? A.—N 

Q.—For a time Mr. Oda teworh was 
a Vice-President of the company? A. 
—Yes. 

Q.—Unti] I think there was some 
formal resolution passed appointing 
him to be the solicitor of the com- 
pany? <A.—Yes. 

Q.—And then he resigned his posi- 
tion as Vice-President? A.—Yes. 

Q.—Who took Mr. Coatsworth’s 
position? A.—Mr. Coatsworth was 
our first Vice-President, and Mr. 
Cargill was second Vice-President, 
and when Mr. Coatsworth resigned 
Mr. Henry Cargill took his place and 
Mr. Scott of Listowel took*Mr. Car- 
gill’s place. 

Q.—Later on what happened with 
regard to the Vice-President? A.— 
Mr. Henry Cargill died and Mr. Scott 
was moved up to first Vice-President, 
and Mr. Summers was made Second 
Vice-President, which position he 
holds now. 

Q.—At present Mr. Scott of Lis- 
towe] and Mr. G. T. Summers of 
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Toronto are the Vice-Presidents of 
the Continental Life Insurance Com- 
pany? A.—Yes. 

Q.—How long was Mr. Summers 
connected with the Continental before 
he became Vice-President? A.—Since 
the inception. 

Q.—Of the original company or 
the amalgamated company? <A.—Of 
the original company. 

Q.—At that time where did Mr. 
Summers reside? A.—Beeton. 

Q.—What was his occupation then? 
A.—Private Banker. 

Q.—Later on he sold his’ banking 
business there? A.—yYes, I believe so 

Q.—You know to whom he sold it? 
A.—The Traders Bank if I remem- 
ber correctly. 

Q.—You ‘know that? A.—Yes. 

Q.—It is not a matter of indistinct 
memory there? A.—WNo. 

Q.—He sold to the Traders Bank 
in Beeton and then came to reside in 
Toronto? A.—Yes. 

Q.—And I suppose it was his con- 
nection with the Traders Bank in 
Beeton that accounts for some _ of 
your transactions taking place there 
and through that bankP A.—yYes. ~ 

Q.—Who was the President of the 
old Farmers & Traders’ Insurance 
Company? A.—Mr. Still of St. 
Thomas, he is now dead. 

Q.—Who were the other’ persons 
who were directors of the Farmers 
and Traders? A.—I cannot remem- 
ber correctly, I can give you _ the 
names of some of them. 

Q.—Have you anything here that 
would give you that information—the 
Farmers & Traders I think com- 
menced business in 1897? A.—I 
think so. 

Q.—Then I will be able to get those 
from these reports; it was incorpor- 
ated as I understand by letters patent 
of the Province of Ontario? A.—Yes. 

Q.—It never had any private Act 
of incorporation? A.—No. 

Q.—Apparently the application for 
letters patent was made in Febru- 
ary, 1896, the application setting out 
that the proposed name of the com- 
pany was to be the Farmers and 
Traders Assurance Company, the ob- 
ject for which incorporation was 
sought was the carrying on of the 
‘business of life and accident insur4 
ance; and the operations were to be 
carried on in Toronto, and St. 
Thomas; the amount of the capital 
stock $500,000, the number of shares 
5,000 shares of $100 each; and the 
applicants were James Henry Still of 
St. Thomas, Manufacturer; John 
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Campbell of St. Thomas; Merchant 


Tailor; Edgar Alexander Smith, of 
St. Thomas, Gentleman; James Henry 
Coyne of St. Thomas, Registrar of 
Deeds; Peter Macdonald Fraser of 
St. Thomas, Gentleman; and Alex- 
ander Eastman Wallace of St. Thom- 
as, Manager of the Atlas Loan Com- 
pany. 

Q.—And the last five named were 


. the first directors of the company, 


and subsequently, I think, letters 
patent were issued giving them the 
powers they asked for in this appli- 
cation? <A.—Yes, 

Q.—The letters patent being dated 
27th January, 1897, and notice of the 
granting of the letters patent is set 
out in the Ontario Gazette of the 13th 
February, 1897, so that the Farmers 
& Traders Company was authorized 
to carry on both lfe insurance and 
accident insurance? A.—Yes. 

Q.—Did it carry on both branches 
of insurance? A.—No, only life. 

Q.—It never had any accident in- 
surance on its books at all? A.— 
No. 

Q.—I think there was no return 
put in the Provincial return for 1900 
with regard to that company, merely 
the statement that it had amalga- 
mated with the ContinentalP A.— 
Yes. 

Q.—That was the year of the amal- 
gamation? A,—Yes. 

Q.—Taking the last return that is 
set out in the Government return 
it shows Mr. Still was the President 
and D. E. Galbraith was the secre- 
tary; that the authorized capital was 
$500,000, subscribed capital %346.- 
900, the amount called up $34,690; 
it does not, I think, set out the names 
of the directors? A.— The directors 
were changed, of course some, to what 
those names you have read out there; 
there were some more names added; 
I suppose those names were just the 
applicants for incorporation. 


Q.—Tell me this,' at the time you 
commenced to negotiate with the 
Farmers & Traders to amalgamate its 
business with the business of the Con- 
tinental what persons were chiefly in- 
terested in the management of the 
Farmers & Traders? A.—Mr. Gal- 
braith was the Acting Manager; he 
was the Secretary of the Company but 
he was practically the Manager. There 
was a Mr. Fraser, who was the Man- 
aging Director, but he did not take 
a very active interest in the work: 
he had more charge of the field staff. 
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Q.—The Secretary was really acting 
manager of the company? A.—Yes. 

Q.—Was Mn. Galbraith a sharehold- 
er in the company and interested in 
that way? A.—TI do not remember 


'now whether he had stock or not; 


his .name would appear there if he 
had. I might say he was 

Q.—Mr. J. H. Galbraith and D. 
E. Galbraith? A.—yYes. 

Q.—So that he had $1,000 stock? 
A.—He was a nephew or some rela- 
tion by marriage to Mr. Still, the 
President, who held a lot of stock. 

eye $5,000 stock, I think? A. 
—Yes. 

Q.—What other persons were the 
persons that negotiations were car- 
ried on with? A.—Mr. Still and Mr. 
Galbraith and Mr. Wallace. 

Q.—Is it right to say that the ne- 
gotiations were carried on with Mr. 
Wallace, the Manager of the Atlas 
Loan? A.—No, it is not right to say 
that. 

Q.—He was a director of the Farm- 
ers & Traders at that time? A.—yYes. 

Q.—And he took a prominent part 
in the negotiations? A.—Yes. 

Q.—But not more’so than Mr. Still? 
A.—Not as much as Mr. Still. 

Q.—Who at that time was acting 
and representing the Continental? A. 
—I was. 

Q.—Throughout? <A.—Yes. 

Q.—And who was associated with 
you in carrying through the transac- 
tion? A.—Mr,. Fuller and Mr. Dry- 
den. 

Q.—Who was Mr. Fuller? A.—Our 
actuary and secretary. 

Q.—Is he still your actuary and 
secretary? A.—Yes. 

Q.—Besides Mr. Fuller and your- 
self? A.—Mr. Dryden. 

Q.—Was Mr. Somers interested 
in that? A.—No, not to any extent; 
of course, he knew what was being 
done, but he did not take any active 
interest. 

Q.—Was Mr. Cargill taking an ac- 
tive interest in it? A.—Yes. 

Q.—Was Mr. Cargill at all instru- 
mental in bringing it about? A.— 
Yes. 

Q.—Was he interested in the Far- 
mers and Traders? A.—No. 

Q.—Before dealing with that, the 
Continental Insurance Company was 
also incorporated by letters patent? 

= ).68. 

Q.—Under the Ontario Insurance 
Act?» A._Yes. 

Q.—Notice of the application for 
the charter is contained in the 
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‘Gazette’? of May 13th, 1899; the ap- 
plication sets out that’ the name of 
the company is to be the Continen- 
tal Life Insurance Company, the ob- 
jects for the incorporation, as set 
out, are to carry on the business of 
life insurance in all branches, anid 
the full power to re-insure, to invest 
its funds in such securities as the 
directors may from time to time 
determine, subject to the provisions 


.of any statute in that behalf; and 


to hold such real estate as may be 
mortgaged to it by way of security; 
and to hold real estate for the pur4 
pose of its business of an annual 


value of not more than $5,000, and 


for the said purposes to acquire and 
dispose of such real estate as _ is 
necessary, The operations of the 
company are to be carried on in the 
Province of Ontario, and the chief 
place of business is to be the City of 
Toronto. The capital stock is to be 
one million dollars, divided into ten 
thousand shares; and then there were 
a number of persons named as ap- 
plicants, including Mr. Dryden, Mr. 
Coatsworth, R. S. Williams, Hon. S. 
C. Wood, Charles Trow, Henry Car- 
ore Di EL Wilberforce Aikens, A. 
F. McLaren, Robert J. Wilson, Aig 
W. Scott, Angus McKay, J. B. Reid, 
H., S. Pell, George T. Somers, and 
all of the parties named were to be 
the directors of the company. Then 
the Farmers and Traders business had 
been in existence a year or two be- 
fore the Continental commenced life 
insurance business? A.—From 1897, 
I presume, to 1900. 


Q.—And your company had been 
operating about a year? A.—Yes. 

Q.—What capital stock had been 
subscribed, in the first year that 
your company carried on _ business, 
the Continental? A.—I do not re- 
member. It is in the annual report 
which you have. 

Q.—This shows your receipts dur- 
ing 1899 iA —Y es, 

Q.—Stock -and stock premiums, 
$39,950.43; at what premium was 
your stock issued? A.—At 25 per | 
cent. premium. 

Q.—What call was made on _ the 
stock P A.—Ten per cent. call. 

Q.—That would call for 10 per 
cent. of the premium? A.—Yes. 

Q.—That is a usual means of float- 
ing the stock of an insurance com- 
pany ? A.—Recently, this last few 
years; since the inception of the Im- 
perial Life, I think they were the 
first company to adopt that. 
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Q.—And others have followed suit? 
A.—Yes. 

Q.—The idea being to provide a 
fund that is not called capital for the 
purpose of paying the early expenses 
of the companyP A.—Yes. 

Q.—So that that money can be 
used to pay expenses without the pub- 
lic saying, or your rival agents say- 
ing, that you have impaired your 
capital? A.—Yes. 

Q.—Was all the stock paid in cash? 
A.—Yes, all that is marked here was 
paid in cash. We took notes for 
stock, but we did not enter it in 
the report as cash until the notes 
were paid. 

Q.—What did you do with the notes 
in the meantime? A.—We held 
them. 

Q.—Did you put them in your re- 
turn? <A.—No. 

Q.—Why did you not do it? A.— 
We did not take them into consid- 
eration until they were paid. 

Q.—Can you tell me how much of 
such notes you had on hand at the 
end of that first year? A.—I do not 
think we had any notes the first year, 
I am sure we had not. 

Q.—During the second year you 
received notes on account of capital 
stock? A.—TI think we did. 

Q.—Then leaving out that phase of 
it for the present P A.—I ne 
not be positive about that at all, 
is a long time ago, but I think we 
did. 

Q.—Leaving out that phase of it, 
tell me to what extent these persons 
who are named as applicants for the 
charter of the Continental became 
subscribers for stock in that first 
year, 1899? A.—A number of them 
subscribed for 100 shares, and some 
for 50. 

Q.—Where is your record of it; 
tell me what they did subscribe? A. 
—We have sent for the stock ledger, 
it will be in the Ontario Report at 
the end of 1900. 

Q.—There is a report here for the 
end of 1899? A.—They will be in 
that one. 

Q.—Hon. John Dryden was down 
for $10,000 stock, with $800 paid on 
1G: Henry Cargill, $10,000, $1,000 


paid; R. S. Williams, $11,000, with 


$100 paid? A.—That is a mistake, 
that should be $1,000 with $100 paid; 
I know personally he subscribed for 
$1,000. If you just read the names 
I can give you them all from mem- 
ory, I think. 

Q.—Mr. Vandusen? A.—100 shares, 
$10,000, with $1,000 paid. 
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Q.—Dr. Angus McKay? A.—Ten 
shares, $1,000, with $100 paid. 

Q.—Dr. Aikens? A.—120 shares, 
$12,000, $1,200 paid. 

Q.—A. E. Wallace? A.—$10,000— 
as name was not amongst that first 
6) 

iene was not an applicant? A. 
—No. 

Q.—Mr. Wallace did not become a 
director until after the amalgama- 
tion? A.—No. 

Q.—Emerson Coatsworth? A.— 
Fifty shares, $5,000, $500 paid. 

Q.—A. F. McLaren- A.—$2,500, 


$250 paid. 

Q.—J. W. Scott? A.—$5,000 and 
$500 paid. 

Q.—J. T. Somers? A.—$10,000, 


with $1,000 paid. 

QO —J. By Reidt 
$100 paid. 

Q.—John Gillies, he was not one 
of the original ones? A.—He took 
$10,000, and $1,000 paid. 

Q.—J. A. Jackson—he was not a 
director, the first. list? A.—No, but 
he took $10,000 and paid $1,000. 

Q.—Did all those directors pay in 
cash themselves the moneys that were 
treated as paid in on their stock? 
A.—Yes. 

Q.—Each one of them ? A.—Yes. 


A.—$1,000, and 


Q.—Did he pay it in the year 1899? ; 


A.—With the exception of Mr. Dry- 
den, I think he paid some of it) in 
the year 1900. 

Q.—Was his cash paid in the year 
1900, the whole of it? A.—Yes, I 
think so. 

Q.—All of it paid for in cash in the 
year 1899? A.—Yes. 

Q.—There was no allowance or de- 
duction made to these men from their 
subscriptions? A.—No. 


Q.—On account of promoting the 


company? A.—Not on their stock. 

Q.—Was there anything done for 
them for their promotion of the com- 
pany? A.—Yes, Mr. Dryden got $500 
and Mr. Coatsworth $500. 

Q.—When did they get that? A. 
—At the organization meeting I think, 
I think it was the first meeting of 
the company at the organization meet- 
ing. 

Q.—Was anything else paid to 
them? A.—WNo. 

Q.—Was anything paid to any other 
persons besides Mr. Dryden and Mr. 
Coatsworth? A.—None whatever. 

Q.—Was any insurance taken out 
by any of these directors in that first 
year? A.—The first year, yes, I think 
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Mr. Somers took out a policy and 
Mr. Dryden I think; I think those are 
the only two. 

Q.—Were they given any special 
terms on their insurance? A.—No. 

Q.—Did they pay the full premium 
A.—Yes. 

Q.—Without any commission? A. 
—Mr. Dryden paid his without any 
commission; I think Mr. Somers 
would receive a commission, he was 
agent of the company at Beeton. 
_Q.—You say he would deduct from 
his premium his ordinary commission ? 
A.—Yes. Mr. Dryden paid his in full. 

Q.—Without any deduction or re- 
bate? A.—Yes. 

' Q.—No consideration was paid to 
him in connection with that insurance 
at allP A.—None whatever. 

Q.—What rule have you established 
with regard to directors taking out in- 
surance in your company? A.—In 
what way do you mean, about rebates? 

Q.—yYes, or allowance by way of 
commission? A.—We would allow a 
director the ordinary commission I sup- 
pose, in fact we have done so where 
they have taken out insurance. 

Q.—That has been your principle? 
A.—Yes. 

Q.—When you speak of ordinary 
agent’s commission what does that 
cover, 75 per cent, graded downP A. 
—No, 65 per cent. graded down, 1 
might say in that matter there are 
some of our directors who would not 
take the commission. Mr. A. F. Mc- 
Laren gave us an application and he 
would not take the commission. He 
paid the premium in full. Mr. Dry- 
den would’ not take his commission ; 
he paid his in full. ; 

Q.—Did he take out any more in- 
surance? A.—yYes, he has taken out 
several policies but he has always paid 
the premium in full, 

Q.—Have any others done the same? 
A.—Yes, they have; I cannot remem- 
ber just now, just exactly, but I know 
they have not all taken the rebates. 

Q.—And I suppose the office staff 
and other employes of the company 
are used in the same way? A.—Yes. 

Q.—They are given the usual agent’s 
commission that you pay on their in- 
surance? A.—Yes. 

Q.—Why is a principle of that kind 
established? A.—I do not know, it is 
a bad principle but it is done; it is 
universal. 

Q.—Is it uniformly done by insur- 
ance companies? A.—Yes, it is uni- 
versal. 
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Q.—There is no reason why persons 
who are working in the head office 
and being paid salaries, that the com- 
pany should not get the full benefit 
of their insurance where there is no 
expense connected with.the obtain- 
ing of it? A.—None whatever. 


Q.—But it is not done? A.—No; 
if we did not give it to them they 
would go to some other office and get 
a rebate. 


_ Q.—Do you mean to say employees 
in your office can go to some other 
office and get the allowance there? 
A.—Yes. 


Q.—That means this, that other 
companies would allow any person com- 
ing in and applying for insurance the 
amount of the agent’s ordinary com- 
mission, or does it simply mean be- 
cause these employees of yours are 
in the trade, so to speak, that they 
are given some preference? A.—I 
think if the individual asked for it 
he would almost get it. 


Q.—He would either get it or would 
not get it? A.—He would get it. 

Q.—Does that apply to your com- 
pany? A.—Yes, it would. 

Q.—That is if any man coming into 
your company would say, “‘I am ready 
to insure, and I will take out a policy 
for $5,000, but as I have come to you 
direct without an agent I think you 
ought to give me the commission”’ 
you would allow him? <A.—I would 
Jump at it; I would take him in a 
minute. 

Q.—You would take him quick? A. 
—Ring up for the doctor to come right 
down. 
nee that good business? A—. 

O. 

Q.—Why do you do it? A.—Be- 
cause we have to do it. 

Q.—Why? A.—AIl other companies 
do it. 

Q.—Have you ever done anything 
to try to stop it? A.—Yes. 

Q.—What have you done? A.— 
Well, I have told our agents not to 
rebate. 

Q.—And yet you jump at it your- 
self? A.—Yes. 

Q.—That is not a very good ex- 
ample to them? A.—It is not, no. 

Q.—Have you told them not to re- 
bate unless they are compelled to? 
A.— Yes. 

Q.—That is as far as your instruc- 
tions go, you do not tell them not to 
rebate under any circumstances? A. 
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—No, I do not; I have done so but 

they do it just the same anyway. 
Q.—You say you have gone _ that 

far to say you must not rebate at 


altp A.—Yes, I have done it in many ‘ 


cases. 

Q.—Why have you done that when 
you would do it yourself right over 
the counter? A.—It is only recently 
I have done this in the office. 

Q.—Since when? <A.—This last: 
year or two, when we first started out 
we did not rebate, we made up our 
minds we would not rebate, but we 
were driven to it. 

Q.—lor how long did you adhere to 
your good resolution? A.—I cannot 
say offhand now, but personally I 
have given very few rebates myself, 
although I would do it. 

Q.—How long did you adhere to 
the rule that rebates must not be 
given? A.—I cannot say definitely 
just when. 

Q.—Did you adhere to it for two 
yearsP A.—yYes, I think we did, 
longer than that. 

Q.—Why did you change? A.—Be- 
cause we were losing business by not 
giving rebates. 

Q.—But for a young company you 
were getting all the business it was 
healthy for you to carry, were you 
not? A.—I suppose we were. 

Q.—Was not that the fact, was not 
there a resolution in your minute 
book at one time that business was 
not to be urged, that it was coming 
in as fast as you thought judicious 
and wise? A.—yYes. 

Q.—With business coming into a 
new company at fast as it wants to 
take care of it why cannot that com- 
pany start and maintain a system of 
not giving rebates? A.—It is. a 
pretty hard thing to do. 

Q.—It is not hard if you are get- 
ting all the business you want? A.— 
It is a question whether you would 
get all the business if you did not re- 
bate in some cases. 

Q.—You were up to the Haine you 
started to rebate, up to the time you 
changed you were getting all the busi- 
ness? A.—We were the first year, 
but we could not handle very much 
business the first year or two, we 
could not digest it. 

Q.—Have you not been getting 
business since then as fast as you 
want it? A.—Not as, fast. as’ -we 
would like it. 

Q.—Since when has that change 
taken place? A.—Since the end of 
1904; we have not been writing so 
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much business as we would like to 
have written. 

Q.—Since 1904 you have not been 
getting your applications too fast for 
a young company? A.—WNo. : 

Q.—Did you refuse to rebate up to 
the end of 1904? A.—No, I do not 
think so. 

Q.—You were rebating before then? 
A.—Yes. 

Q.—All during 1904 you were re- 
bating? A.—Yes, I think so. 

Q.—And all during 1903? A.—I 
would not be sure of that. 

Q.—Can you tell me from your 
books—your books will show the re- 
bates you have given? A.—No, they 
do not show the rebates, they only 
show the agents’ commissions. 

Q.—If you have an _ application 
coming into the office from an agent 
that you are making advances to—lI 
suppose that often occurs? A.—Yes. 

Q.—And ordinarily you would credit 
to his advances the amount of his 
commission? A.—yYes. 

Q.—In order to give a rebate he 
must say to you, ‘‘I have given a re- 
bate to this applicant for insurance, 
and you must give me that in cash” ~ 
—that happens? A.—Not necessarily 
He sends a voucher for his commis- 
sion or a part of his commission and I 
do not know what he does with his 
commission whether he keeps it or 
hands it to the insured. 

Q.—You do not know, but you 
have a pretty good idea? A.—Yes. 

Q.—That he is giving a _ rebate 
A.—Yes. 

Q.—And you know from the local- 
ity where the man is carrying on his 
business and the way he carries it on 
whether he is giving a rebate to some 
person or notP A.—Yes. 

MR. LANGMUIR: But it is not 
shown in the books? A.—wNo, it is 
not shown in the books as a rebate. 

Q.—If he sends you a receipt for 
his commission you do not inquire 
whether he has paid out of it a re- 
bate?. i AZ=-Nosvs, Ledoetnot: 

MR. TILLEY: I think probably 
you do not quite understand the ques- 
tion that I asked the witness; what I 
asked him was when they make ad- 
vances to their agents ahead of 
time then the agent sends in and says 
“‘T have given a rebate’’—he must do 
that if he wants to get the cash other-. 
wise it would be just credited to his 
account. 

MR. LANGMUIR: Then he is 
handing in vouchers for the advance? 
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MR. TILLEY: Yes. Mr. Wood 
says the voucher that comes in is just 
something he has paid out, and he 
does not know whether it is paid out 
to a sub-agent or a rebate, but he 
has a pretty good idea. 

MR. LANGMUIR: As a matter of 
fact have you ever refused to write 
insurance because of a rebate being 
asked? A.—yYes, many times I 
have. 

Q.—You have absolutely refused to 
take a policy because the rebate was 


asked? A.—Yes, and good business 


too; I have refused it, very foolishly. 

MR. TILLEY: Why? A.—Be- 
cause they go away to some other 
ofice and get the business we ought 
to get. 

Q:—— It strikes, me— 
serious matter. 

Q.—It strikes me the young com- 
panies that have been starting, most 
of them have been getting business 
as fast as they can take care of it? 
A.—Yes, they have, in fact too much 
so. 

Q.—Probably there would be some 
advantage to the young companies if 
they were not taking business quite 
so rapidly? A.—Yes. 

Q.—Are not those the companies 
that can afford to say, ‘‘We will not 
rebate,’’ the very fact that it would 


A.--It' isa 


get its full premium in some cases 


would be of immense advantage to 
that young company, preventing im- 
pairment and so on? A.—The pub- 
lic do not: look at it in that way. 

Q.—Are not the insurance compan- 
ies getting too anxious to satisfy the 
public and their friends? A.—Yes, 
they are, they have to. 

Q.—And they do not stand up and 
say, ‘Our goods are worth so much, 
and we want that price, or we will 
not sell the goods,’’—they do not do 
that sort of thing? A.—No. 

‘Q.—Probably because, to some: ex- 
tent, as was mentioned here yester- 
day vi think, that the agents are for 
the most part insuring their friends 
and relatives? A.—Yes. 

Q.—Persons who seem to. think 


' they have some call on them for some 


concession, is there anything in 
that? A.—I think so. 

Q.—You are free to admit, I sup- 
pose, that there is nothing "to pre- 
vent a young company doing away 
with rebates if it wants toP A.— 
They could do away with it, I think, 
if they would not 

Q.—And still get all the business 
they can take care of properly? Aj 
—They would not write nearly | as 
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much business, but they would get 
pis much as they could digest prop- 
erly. 


Q.—Are not the young companies 
the ones that rebate the most? A. 
—Not by any means, no; they’ are 
the least sinners. 

Q.—You think it is the larger com- 
panies? A.—yYes, by all means. 

Q.—You think the older the com- 
gene gets the more it rebatesP A.— 

es 

Q.—Can you form any idea of the 
percentage of an agent’s commis- 
sions that he gives away in rebates? 
A.—A man, I think, working on a 
65 per cent. commission would give 
away to his agent or in the matter 
of rebates. between 40 and 50 per 
cent. 

Q.—That is, you would estimate it 
would be about one-half of his com- 
missions he would give away in re- 
bates? A.—More than half; he would 
give 40 per cent. out of his 65 per 
cent. 

Q.—:Not 40 per cent. of 65? A,.— 
No, I mean 40 per cent. of the pre- 
mium. | 

Q.—Up to 50 per cent. of the pre- 
miumP A.—Yes. 

Q.—So that he would have for him- 
self merely 15 or 20 per cent.? A.— 
15 or 20 per cent., according to the 
local agents. The local agent’s com- 
mission generally runs about 40 per 
cent. graded, and the general agent 
has to get nearly all his business 
through the local agent. 

Q.—You think that probably an 
agent would give away as much as 
75 per cent. of his commission? A. 
—Yes. 

Q.—And only get the benefit of 
one-quarter? A.—That is correct. 

Q.—Of course, the insured to a 
great extent get the benefit of that? 
A.—In some cases. 

Q.—By way of rebate? A.—Yes. 

Q.—They do not pay so much for 
the insurance? A.—When I am 
speaking of about 40 per cent. I am 
speaking about local agents as well, 

Q.—But, supposing there is no lo- 
cal agent at all, does not the man 
that is getting his insurance have to 
pay just about as much as if he had 
a regular local agent? A.—Yes. 

Q.—He has to pay it to his friends 
and to the insured, and so on? A.— 
Yes. 

Q.—And it is as broad as it is 
long, whether he is acting through 
the regularly constituted agent, or 
whether he is getting it indifferently 
from his friends? A.—Yes. 
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Q.—That to some extent finds its 
way back into the pocket of the in- 
sured? A.—Yes, a certain part of 
it does. . 

Q.—But it is very unequal between 
the different insurers? A.—It is not 
fair to the insurers. 

Q.—They are. not. treated like 2 
A.—They are not, by any means. 

Q.—Some know of the rebates and 
some do not know? A.—Some are 
wise and some are unwise, and if they 
do not ask for it they do not get it. 

MR. KENT: You mean, some are 
ignorant and some are not? A.— 
Yes. 


Q.—A man may be wise and not 
know anything about insurance re- 
bates? A.—That is a better phrase. 

MR. TILLEY: You have, not done 
anything except what you have told 
us about rebates; you have not laid 
down any general rule, or found 
fault with any agent or dismissed any 
agent, because he rebates? A.—Yes, 
I have; I have found fault with 
agents for rebating and I have dis- 
missed them for rebating. 

Q.—How long ago did you _ dis- 
miss an agent for rebating ? A.— 
I had an agent in St. John that I fin- 
ally laid off because he rebated so 
much, he was a salaried man. 

Q.—The rebates there came out of 
the company A.—Yes. 

Q.—Have you ever laid off a man 
where he rebated out of his own pock- 
et? A.—WNo. 

Q.—You would not consider that 
was good business? A.—No. 

Q.—So long as he gives out his own 
money you do not object? A.—No. 

Q.—But salaried men with you must 
show their rebates? A.—Yes. 

Q.—And in some cases the rebates 
have got so high that you have had to 
dispense with the agent? A.—Yes. 

Q.—Have you ever given the whole 
first premium off as a rebate? A.— 
No. 


Q.—Have any of your agents do 
you know? A.—No, it never has 
been done with our company. 

Q.—What is the highest your com- 
pany has ever allowed by way of re- 
bate? A.—I think the highest would 
be sixty-five per cent.: I do not know 
that we have ever allowed that, but 
that would be the highest. 


Q.—Will you tell me just how the 
amalgamation of the two companies 
was brought about? A.—It was re- 
ported in the papers that they were 
about to amalgamate with the North- 
ern Life, that is the Farmers and 


6 EDWARD VII., A. 1906 


Continental Life, 
(G. B. Woods, Ex’d.) 


Traders were about to amalgamate 
with the Northern Life. I was in St. 
Thomas one day and asked Mr. Gal- 
braith about it, and he said, No, 
there was nothing in it. I went 
from there to Chatham, and I saw 
Mr. Matthew Wilson, who is a di- 
rector of the Northern Life, and in 
speaking to him about another matter 
he happened to mention that his com- 
pany were about to take over the 
Farmers and Traders; so I immedi- 
ately went on my way back to St. 
Thomas. and saw some of the other 
directors of the Farmers and Trad- 
ers Life. I saw Mr. McCrimmon, 
who was then a director of the Farm- 
ers and Traders Life, and Mr. A. P. 
Campbell, who was then a _ personal 
friend of my own, and he told me 
they were talking of amalgamating 
with the Northern Life, and he told 
me the price they were about to get for 
the business. So I went back to the 
office and I told Mr. Galbraith what I 
had learned, and he finally acknow- 
ledged there was something in it; 
that was the commencement of the 
negotiations. 


Q.—Do you remember what date 
that was? A.—No, I could not re- 
member I have not the slightest idea, 
I do not remember the month even. 


Q.—It was in the year 1900 I sup- 
pose? <A.—Yes, I presume it would 
be in the fall of the year. 

Q.—The minutes of the Farmers 
and Traders Co. show that on Novem- 
ber 9th, 1900 ‘‘a Committee of Messrs. 
Still, Wallace, John Campbell, and 
M. A. Gilbert be appointed to re- 
port on the affairs of the company, 
and recommend what is best for the 
company to do and to get offers for 
the business if desirable;’?’ do you 
know why they were anxious to dis- 
pose of the business at that time? A. 
—They had a twofold reason I think; 
they had some trouble with the di- 
rectors, there was some little family 
trouble, and they had not sufficient 
money to carry it on. 

Q.—There was the old story, im- 
pairment of capital? A.—Yes. 

Q.—Was the Continental Life ex- 
periencing the same trouble at that 
time? A.—Yes, we had an impair- 
ment. : 

Q.—And I think this transaction 
that took place with the Farmers & 
Traders was not the first one that was 
discussed by the Continental? A.— 
What do you mean? 
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Q.—In the way of amalgamation 
or taking over of other business—the 
transaction with the Farmers & 
Traders was not the first one that 
the Continental discussed? A.—I do 
not remember any other. 

Q.—Did not it have some dealings 
with the Merchants? A.—Yes. 


Q.—And that fell through? A.— 
Yes. 


Q.—Although both companies were 
looking about at that time to improve 
their position? A.—Yes. 

Q.—Then on November 30th, 1900 
a report was presented by the Com- 
mittee and is set out at: page 70 of 
the Farmers & Traders Minute book. 
It reads as follows: (A memorandum 
of, all the minutes read in this con- 
nection, afterwards filed as Exhibit 
No. 262.) Then an agreement is set 
out (reads agreement, part of Ex- 
hibit 262.) Now that seems to ini- 
cate that the negotiation had  pv-o- 
ceeded quite a distance with ‘.e 
Northern Life Assurance Company? 
A.—It was almost closed. 

Q.—Had you or your company been 
getting options on the Farmers & 
Traders stock? A.—No. 

Q.—It speaks of some person pro- 
curing options on the stock. A.— 
Yes, that was another company alto- 
gether. 

Q.—That was not being done by the 
Continental ? A.—No. 

Q.—When you came to close your 
transaction did you find any persons 
were tied up with those options out- 
standing. A.—Yes, quite a large 
number. 

Q.—What price had they agreed 
to take? A.—At par, I think. 

Q.—None of them less than par? 
A.—I think some less than that. I 
don’t remember actually, but I think 
some were less than that. 

Q.—How did you get around that 
_ difficulty? A.—I think that’ they 
went back on their agreement. 

Q.—Who did? A.—These people. 

Q.—Who had the options? A.— 
Yes. 


Q.—Then do you say that the op- 
tions on the stock lapsed? A.—Yes. 
Never exercised. ; 

Q.—Did you or the Continental get 
that stock at the price of the option? 
A.—No, we did not get any at the 
price of the option. We paid 115 for 
ae 

Q.—Did none of the stock come in- 
to your hands, or the hands of any of 
the directors of the Continental at 
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less than 115? A.—None whatever, 
not a share. 

Q.—Was any stock purchased before 
knowing that the amalgamation was 
likely to go through? A.—Not by 
any of our people, no. 

Q.—By any of the Farmers & Trad- 
ers people? A.—Not that I am aware 
of TU never heard of any. 

Q.—There was no stock purchased 
by Mr. Wallace in accordance with 
his expression of willingness to buy? 
A.—Not to my knowledge. 

Q.—Did the persons who were get- 
ting the option on the Farmers & 
Traders stock get 51 per cent. of it? 
A.—I don’t think so. 

Q.—Under option? 
think so. 

.—That was why it fell through? 
A.—I think so. 

Q.—If they could have got the 51 
per cent. it would have gone through. 
Did you take any steps to prevent 
them getting the option on 51 per 
cent.? A.—No, I didn’t come on the 
scene until the thing had almost been 
elused by the Northern Life. It was 
then T heard of it, but I didn’t do 
anything in the matter. 

‘).--The next resolution is on De- 
ceniber 12th, 1900, at page 81 of the 
Minute Book. (Exhibit 262.)  Ap- 
parently you came on the scene be- 
tween those two dates? A.—Yes. 

Q.—Did you embody your offer in 


A.—I don’t 


. any formal proposition? A.—I think 


my first offer was a verbal one, and 
then we subsequently made them a for- 
mal proposition, 115 cents for each 
$100 worth of stock. 

Q.—That is to give 115 either in 
stock or cash? A.—TIn cash, yes. 

Q.—To the shareholders? A.—Yes. 

Q.—Then on page 84 there is a re- 
solution (Exhibit 262.) Reads, Well, 
then you make the offer to $1.15 and 
subsequently a formal agreement was 
executed between the two companies 
dated the 2nd January, 1901? A.— 
Yes. 

Q.—Now that agreement was rati- 
fied by an Act of the Ontario Legis- 
lature was it:not? A.—yYes. 

Q.—And is in the Schedule to the 
Act? A.—Yes. 

Q.—The Act being assented to on 
the 15th April, 1901. Was any other 
agreement signed prior to this one of 
2nd January, 1901? A.—I don’t 
think ‘so. 

Q.—Between individuals or between 
the companies? A.—I don’t think so. 
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Q.—Are jyou sure of that? A.— 
Well, so far as my memory serves 
me, I am sure, yes. That was the 
only agreement we had. 

Q.—You became managing director 
of the Farmers & Traders in 1900? A. 
=) O85 

Q.—There must have been some ar- 
rangement then concluded ‘before the 
agreement of 2nd January? A.—Yes, 
I might say that there were two of 
our directors who bought the whole of 
the stock of the Farmers & Traders 
after the first agreement had been 
made. 

Q.—Where is the first agreement, 
was it not embodied in any formal 
document ? 

MR. FULLER: I do not think so. 
It would be probably that one that 
was set out in the Minute Book of 
the Farmers & Traders. 

MR. TILLEY: The Minute does 
not set it out in detail, it simply says 
it was to be put in writing? A.—I 
think there was an offer in writing 
and I think that was held by Mr. 
Still, the President of the Farmers 
& Traders. We will see if we can 
find a copy. 

Q.—Apparently in the minutes of 
your company on December 6th, 1900, 
page 92, the first reference to this 
amalgamation appears. Mr. Woods’ 
letter re the Farmers & Traders Ac- 
cident Insurance Company’s business 
was laid before the Committee. It 
was moved and seconded that the Man- 
ager be authorized to continue nego- 
tiations. (Reads to ‘‘securities for in- 
vestment all right.’? Part of Exhibit 
262.) That is the first, and then on 
page 95 this item appears:—‘‘Under 
date of December 17th, 1900, the 
Medical Director, General Manager 
and Solicitor reported that they had 
been to St. Thomas and investigated 
the risks and assets of the Farmers 
_ & Traders’’ (reads to) ‘‘accepting the, 

offer.’”’ (Hx. 262.) Then on December 
21st:—‘‘the General Manager, Mr. 
Woods, reported that he had gone 
to St. Thomas’’ (reads to ‘‘carried out 
the transaction with the Farmers & 
Traders Life.’’ Pare)of Wx )-262.) 
Do you remember how that difficulty 
was met? A.—yYes, I don’t think we 
ever saw the Ontario Bank. Two of 
our directors came to our rescue and, 
put the money up. 

Q.—The two of your directors \be- 
ing P A.—Mr. Henry Cargill and 
Henry Scott of Listowel. They put 
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up sufficient money to buy the whole 
of the stock of the Farmers & Trad- 
ers. 

Q.—To whom did they give the 
money ? A.—They gave it to the 
Farmers & Traders but I think it 
was made payable to the Atlas Loan 
in trust for the Farmers & Traders 
shareholders. 

Q.—So it was carried out in the 
way proposed by the Farmers & Trad- 
ersP A.—Yes. 

Q.—That is -to say that a certain 
sum of money should be deposited to 
the credit of the Atlas Loan Company 
as trustees? A.—Yes. 

Q.—Do you know what sum _ of 
‘money was deposited? A.—There 
was sufficient money to pay 115 for the 
capital stock. 

Q.—Every share of thq capital)? 
A.—Every share of it. 

Q.—Was the Continental Life .a 
party to the raising of that money? 
A aN 0} 

Q.—It was done entirely by whom? 
A.—By these two individuals, Mr. 
Henry Cargill and Mr. Scott. 

Q.—Then the money having been 
deposited with the Atlas Loan Com- 
pany you took possession? A.—Yes. 

Q.—On the 28th December, at page 
98:—‘‘In the matter of the Farmers 
& Traders Life & Accident Insurance 
Company’s business Mr. Coatsworth 
reported’’ (reads to) ‘‘had been un- 
usually well selected’? (part of Ex. 
262.) 


Q.—That has turned out to be so, 
that the risks were unusually well 
selected? A.—Yes. 

Q.—Their death rate has been ex- 
ceptionally favourable? A.—Very 
low indeed. 


Q.—From the time you took it - 


eremr | A. es: 


Q.—Then on page 99:—“‘It was 
moved by Dr. Mckay and seconded by 
Mr. Vandusen’’ (reads to) ‘‘received 
from them the said business and as- 
sets. Carried unanimously.’’ ( Ex. 


262.) So that these two gentlemen | 


were constituted the trustees of the 
company to acquire the assetsP A.— 
Yes. 

Q.—Then you are getting that 
agreement, are you? A.—Yes, Mr. 
Fuller has gone for it. 

Q.—What was done with the money 
deposited in the Atlas Loan Company ? 
A.—It was paid out to the sharehold- 
ers as they transferred their stock. 


bs 
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~ Q.—Who did they transfer their 
stock to? A.—To Mr. Henry Cargill 
and Mr. Scott. 

Q.—How many of them transferred, 
do you know? A.—Speaking from 
memory it would be 75 or 80 per cent. 
In fact theré was more than that; I 
suppose there would ‘be 90 per cent. 
of them transferred their stock . 

Q.—90 per cent. of the shareholders 
in the old Farmers & Traderg took the 
cashP A.—Yes, 

Q.—And the money deposited in 
the Atlas Loan Company was used 
to pay them the cash? A.—Yes. 

Q.—And they transferred their 
stock then to Messrs. Cargill and 
ScottP A.—yYes. 

Q.—Then what was done with the 

balance of the shareholders? A.— 
We finally paid them the cash after 
a short time. A few of them took 
our stock, but only a very few. 
' Q.—Sufficient to amount to any- 
thing? A.—No, I suppose we would 
not get more than 20 shareholders 
out of the Farmers & Traders. We 
could tell you exactly. 

Q.—A very small number, a very 
small amount? A.—Yes, only a very 
few. 

Q.—I suppose Mr. Wallace would 
be one of those? A.—Mr. Wallace 
was one of them. 

Q.—And afterwards did any take 
a prominent part in the Contin. 
ental? A.—I think he was the only 
one of the Farmers & Traders who 
was on the Board who took stock. 

Q.—Did the agreement with Mr. 
Scott and Mr. Cargill contain any- 
fae except what you have told us? 

No. 


Q.—Thatt they were to advance 


the money and the Continental was | 


to protect them against any loss and 
take it off their hands? A.—yYes. 

Q.—And the CGontinental subse- 
quently did so? A.—Yes. 

Q.—Did it pay out any more than 
Mr. Scott and Mr. Cargill paid? 
A.—wNo. 

Q.—Was there any profit in it to 
either of those gentlemen? A.— 
Only the interest on their money, 
which was at, I think, 4 or 5 per 
cent. I forget which. Very small. 

Q.—Have you any statement that 
you could give us that would show 
that? A.—I can get the exact 
figures. 

Q.—This offer of 18th Decemben, 
1900, reads this way: (Reads Exhibit 
257). That wag the basis of ‘the 
proposition? A.—Yes. 

Q.—The reserve was about $37,- 
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000 having been computed on a 43 
per cent. basis up to 1899? A.— 
Yes. 

Q.—And from that on 33? A.— 
No, it is 43 yet. 

Q.—I mean business written after 
that date, 34? A.—Yes. 

Q.—And you have continued have 
you, the old business at 43 still? 
A.—Yes. 

MR. FULLER: All that reserve 
was at 44. 

MR. TILLEY: I gathered that 
from the report of the company, but 
it does not say so in this: ‘‘calcu- 
lated on a 4% per cent. basis on all 
business written up to 3lst Decem- 
ber, 1899, and on a 38} per cent. 
basis on all business written since 
that date.’? The last report that 
was put in shows that it was on a 
4t per cent. basis, but that would 
only carry it up to the end of 1899 
any way. So that for the year dur- 
ing which there was no report of 
that company; printed separately, 
apparently they were valuing it on 
a 8k per cent. basis. Did you find 
that computation of reserve correct? 
A.—There was a very slight error 
but it did not amount to anything. 
Mr. Fuller, our actuary, found a 
very slight error. 

Q.—The difference was not very 
great, but Mr. Fuller says appar- 
ently the whole of their reserve was 
calculated on a 44 per cent. basis to 
bring it to the figure they have 
mentioned in the agreement? A.— 
Yes. ; 

Q.—Then were these securities 
transferred? A.—Yes. 

Q.—Did you have any loss on 
them? A.—No. me 

Q.—Apparently their securities 
consisted almost entirely of Atlas 
Loan Company debentures? A.— 
Yes. 

Q.—And the Atlas Loan Company 
were their bankers too? <A.—Yes. | 

Q.—So that it was a company that 
was very) much interested in the 
Atlas Loan Company? A.—Yes. 

Q.—Was the Continental prior to 
that time interested in the Atlas 
Loan Company at all? A.—No, not 
at all. We didn’t know them. 

Q.—But you got acquainted then ? 
A.—Yes. : } 

Q.—And the acquaintance ripened 
into friendship? A.—Yes. 

—You commenced doing business 
with the Atlas Loan Company? A. 
—Yes. 

Q.--Your debentures did not turn 

out quite so happily as the deben- 


‘ 


1374 ROYAL COMMISSION ON 


45th day, June 22, 1906. 


tures you took over from the Farm- 
ers & Traders? A.—No. 

_ Q.—We will come to that phase of 
it later. I will put in that docu- 
ment, the offer made by the Con- 
tinental tc the Farmers & Traders. 
(Exhibit 257.) Now the Farmers & 
Traders at the time had a paid up 
capital stock of $31,878.58? A.— 
Yes, I believe so. 

Q.—Had the Farmers & Traders 
shareholders paid any bonus on their 
stock? A.—No, it was at par. 

().--They had received no dividends 
on their capital stock? A.—No. 

().-—So that while they were get- 
ting back the full amount they had 
paid in by giving par, they were 
getting nothing for their money as 
long as it had been in the company ? 
A.—They got 15 per cent. 

Q.—That 15 per cent. bonus cov- 
ered ~thatP A.—Yes. 

Q.—It had been in the company 
about three years? A.—From 1897 
to 1900, about three years. 

Q.—About three years that the 
money would be with the company? 
A.—Yes, I think it had been in 
longer than that. I think the money 
was paid in a year before they start- 
ed business. I think about four years 
they had had the money. 

Q.—About four years during which 
they had been getting nothing? A. 
—Yes. 

Q.—A great many of them were 
not shareholders at the commence- 
ment, no doubt? <A.—yYes, I sup- 
pose some would not be: 

Q.—Some would be out less than 
the three years’ interest? A.—Yes. 

Q.—So for the $31,878.58 they got 
in reality about $36,660 in cash? 
_A.—Yes. 

Q.—Assuming that they all took 
cashP A.—Yes. . 

Q.—The few that did not take cash 
got that in paid up stock of your 
company? <A.—Yes. 

Q.—Did they get it partly paid 
stock or paid up? A.—Partly paid 
stock. 

Q.—Giving them $115 of paid up 
on each share, so to speak? A.— 
Yes, 

Q.—How much insurance had the 
Farmers & Traders at that time? 
A.—$909,500 in all. That is the 
gross amount, but some of that was 
not good. We took over $909,500, 
but when it was sifted down there 
was between seven and eight hun- 


dred thousand dollars, $734,000 on 


December 31st, 1901. 
Q.—You hand me a statement re 
Farmers & Traders which I will put 
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in. (Read and filed as Exhibit 258.) 

Q.—That was on the basis of $936,- 
500? A.—Yes. 

Q.—Well, then from December 
3lst, 1900, to December 31st, 1901, 
it had come down to $734,000? A.— 
Yes. 

Q.—How had it come down to that 
figure? A.—There was some business 
that the policies had just been issued 
that the people never paid their notes, 
owing to the amalgamation, I  pre- 
sume.. That $909,000 I suppose, in- 
cluded everything they could put in, 
which would always stand some weed- 
ing out. 

Q.—What would you say you got 
on the 3lst December, 1900? A.— 
Something less than $800,000. 

Q.—Your actuary says that on the 
15th April, 1901, by that time you 
had done the weeding out and had 
brought it down about $100,000. A. 
—Yes. 

Q.—So that he says it might be 
fairly put at $836,500. What is a fair 
amount to pay per 1,000 of insur- 
ance? A.—It has been costing us 
about 120 per cent., I think. 

Q.—That is, it costs you 120 per 
cent. of the first premium, you mean? 
A.—Yes. 

Q.—What is an average premium? 
per 1,000? A.—About $35. That is 
on the business at the present time; 
it would not be at that time. The 
rates are higher now. 

Q.—Figuring it on the basis. of 
$836,000, which is apparently still a 
very high figure by comparison with 
the amount at the end of the year 
1901 when it was only $734,000, it 
figures out that you paid $29.34 per 
1,000 of insurance. A.—Yes. 

Q.—You say that in conducting 
your business you pay about 120 per 
cent.? A.—It costs us that to get 
the business, including all expenses. 

Q.—That would make the amount 
per 1,000 about $36? ‘ 

MR. FULLER: If you take it on 
that basis the average premium, was 
about $31 per 1,000. I know it was 
within a few cents of $31 per 1,000. 

Q.—The average premium for a 
company is- generally looked upon as 
$30? A.—It used to be. It is higher 
now. It is about $35 now. Our 
premiums, I think, average a little 
higher than that. . 

Q.—So that you were paying for 
this business about 100 per cent. of 
the first premium? A.—Yes, about 
100 per cent. 
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Q.—Is that what you estimated you 
were paying at the time? A.—Yes, 
that is what we estimated we were 
paying, about 100 per cent. 

Q.—And it was costing you to get 
business in the ordinary way about 
1380 per cent.? A.—You must also 
understand this that in paying 100 
per cent. for that we had the _ re- 
serve with us. Now when we pay 
100 per cent. we have to put up re- 
serve in addition to that. 

Q.—You were taking it over with 
the reserve? A.—With the reserve. 

Q.—But in fixing that 100 per 
cent. you were deducting the _ re- 
serve? A.—Yes. 

Q.—In fixing this price you are de- 
ducting the reserve so, if you are go- 
ing to treat it that way, your pay- 
ments would be a good deal more if 
you were going to exclude the re- 
serve, you are crediting the reserve 
on this price? A.—Yes. 

Q.—You got the reserve supplied 
and you were paying about 100 per 
cent. of the first premium when the 
ordinary cost of your first year busi- 
ness would be about 120 per cent.? 
A.—And we don’t get the _ reserve 
when we pay the 120 per cent., we 
have to put up the reserve in addi- 
tion to that, which is, in many cases, 
60 and 65 per cent. more. 

Q.—After that was carried through 
in that way an Act was passed amal- 
gamating the two companies? A.— 
Yes. 

Q.—And that amalgamated the 
Continental Insurance Company and 
the Farmers and Traders Life Insur- 
ance and Accident Company. The 
Act confirms the agreement _be- 
tween you which is set out in 
the Schedule, except that Article 
8 of the agreement which pro- 
vided for a capital of 2 million dol- 
lars was amended by allowing a cap- 
ital of $1,500,000 divided into 15,000 
- shares of $100 each. Then under 
Clause 4 the question came up, when 
you applied for Dominion License, 
whether you were a company author- 
ized to do both life and _ accident 
business? A.—Yes. 

Q.—You had not intended doing 
accident business? A.—No. 

Q.—And you have not attempted 
to carry on any accident business? A. 
—No. 

Q.—And your construction of the 
Charter is that you are not permitted 
to carry on an accident business, not- 
withstanding the general language of 
Section 4 which gives you all the 
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rights of either of the companies? 
A.—Yes. 


Q.—But the other language of the 
Act is sufficient to restrict you to a 
life insurance business? I think a 
contrary view was first taken by the 
Department of Justice at Ottawa, but 
afterwards, as a result of discussion 
with your solicitor, that view was 
modified and the license was granted 
to you after a good deal of corres- 
pondence and discussion. A.—yYes. 


Q.—Then the Act provides for 
the rights of the policyholders in the 
new company and as to suits by or 
against the company. Now the agree- 
ment which was ratified and which 
sets out the position of the parties is 
made a Schedule to the Act. It is 
dated the 2nd January, 1901. (A 
printed copy of the Act and Schedule 
filed as Exhibit 259.) 

Q.—Did you continue the old poli- 
cies or did you get the old policies 
surrendered and get new policies? A. 
—We gave new policies, exactly the 
same as the old ones, word for word. 
Identically the same excepting that 
we changed the words ‘‘Farmers and 
Traders’? to ‘‘Continental Life.’? We 
gave them a policy in the name of the 
new company with all the clauses of 
the old company, all the conditions. 


Q.—Did any of the directors of the 
old Farmers & Traders become direc- 
tors of your company at the time of 
amalgamation? A.—-No, it was some 
time afterwards, I think, when Mr. 
Wallace came in. A short time. 

Q.—Was Mr. Wallace the only one 
that eame on your Board? A.—Yes 

Q.—One of the chief things to be 
considered in taking over the com- 
pany and the price to be paid for it 
would be the premiums of that com- 
pany? A.—Yes. 

Q.—Were they as high as yours? A. 
—Well, no, ours were on the 33 per 
cent. basis and theirs on the 44. 

Q.—That would make considerable 
difference would it not? A.—Yes. 

Q.—For instance I notice that their 
premiums for the whole life at age 
25 was $17.90, but yours was $21.25? 
A.—Yes. 

‘Q.—At age 35, $24.75 Traders and 
$27.90 Continental. At age 45 $35.90 
Traders and $38.80 Continental. The 
same difference would run throughout? 
A.—Yes. 

Q.—Did you consider that phase of 
it when you were discussing the terms? 
A.—Yes. 
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Q.—And what allowance would you 
make for the difference in premiums 
in estimating the value to be paid 
for each$1,000 pf insurance? A.— 
Their rates were sufficiently high on 
the 44 per cent. basis. Their surren- 
der value only called for a 43 per 
cent. reserve at the end of the term. 


Q.—The Government was requiring 
a 3: per cent. reserve? A.—On new 
business only. 


Q.—And on old business at a certain 
time? <A.—Yes. 

Q.—Did you consider that price 
from the standpoint of the value of 
the business, having regard to the 
premiums or was it just a matter of 
giving $5 per share better than the 
Northern? A.—No, we went into the 
thing very thoroughly and had our 
actuary figure it out very thoroughly. 
It has proved to be good business and 
it has paid us well. 

Q.—Was the fact not that you just 
had to bid a little more than the 
Northern? A.—yYes, we did bid more 
than the Northern. 

Q.—And that was what fixed the 
price, I suppose? A.—Yes, it helped, 
of course. We got the business cheap 
‘ enough, though, I think. 

Q.—Now, you say you took over at 
that time some Atlas Loan Company 
debentures? A.—Yes, $25,000. 

Q.—And have you supplied a state- 
ment showing all the Atlas Loan Com- 
pany’s debentures? Does this state- 
ment show all the Atlas Loan Com- 
pany’s debentures that your company 
has held at any time? A.—Yes, it 
shows them all. 

Q.—This statement will be Exhibit 
260.) April 15th, 1901, was: at the 
date when you completed the transac- 
tion with the Farmers & Traders? A. 
—Yes, I presume it would be. 

Q.—You took over at that time $25,- 
000 of bonds of the Atlas Loan Com- 
pany? A.—Yes. 

Q.—Those matured in 1902, the last 
of them and they were paidP <A.— 
They were paid. 

Q.—By that time had Mr. Wallace, 

the Manager of the Atlas Loan Com- 
pany, come on to your Board? A.— 
Yes. 
- Q.—Then when did you next invest 
in Atlas Loan Company debentures? 
A.—In June, 1901 we took two deben- 
tures for $1,300 in all; one for $1,000 
and one for $300. 

Q.—That is in 1901 you took one 
for $1,000 and another for $300, mak- 
ing a total of $1,800? A.—Yes. 
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Q.—Those were at what per cent.? 
A.—4 per cent. 


Q.—From whom did you buy them? 
A.—From the Atlas Loan. 


Q.—And you paid par for them? 
A.—Yes. We took that debenture in 
payment of an insurance premium, I 
might say. 


Q.—Was that under an arrangement 
whereby you placed insurance on Mr. 
Wallace? A.—No, on Mr. Murch. 


Q.—There was an agreement with 
Mr. Murch about that? A.—Yes. 

Q.—Have you the agreement here? 
A.—It was attached to the application 
for insurance. We will get that. 

Q.—We can deal with that later. 
What is the next one? A.—May 20th, 
1902, the same amount. 

Q.—That would be a year later? A. 
—Yes, 

Q.—Another premium on the, same 
policy? A.—Yes. . And August 5th, 
1902, we took $10,000 worth. On 
September 4th of the same year we 
took $5,000 worth. On September 
19th of the same year we took another 
$5,000. And on October 11th same 
year another $5,000, making a total 
of $25,000 in all. 

Q.—In the months of August, Sep- 
tember and October? A.—Yes. 

Q.—And those debentures bore what 
rate? A.—They bore 43 per cent. 

Q.—Who did you buy them from? 
A.—The Atlas Loan. 

Q.—Direct from the company? A. 
Yes, 

Q.—Mr. Wallace was then your 
director? A.—Yes. 

Q.—And the transaction would be 
negotiated through Mr. Wallace, I 
suppose? A.—Yes. 

Q.—Was that transaction brought 
about by his application to you or by 
your application to him? A.—His ap- 
plication to us. 

Q.—What application did he make 
to youP A.—There was a kind of 
verbal understanding when we took 
the others up that we would buy some 
more later on. 

Q.—When you took what others 
up? A.—I mean when he took the 
$25,000 up. 

Q.—When did he take the $25,000 
up? A.—At the beginning of 1902. 

Q.—Then Mr. Wallace took up the 
$25,000 that you took over from the 
Farmers & Traders and at the time 
that he paid them off you rather pro-, 
mised him to take $25,000 more later ? 
A,—Yes. 
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Q.—Did he take them up to oblige 
you? A.—Yes, we needed the money. 

Q.—Were they due? A.—Yes. 

Q.—Were they over due? A.—No. 

Q.—They had just matured? A.— 
Yes. 

Q.—What did you want the money 
for? A.—We were making a deposit 
at Ottawa and needed all the money 
we could get to buy other debentures. 

Q.—And you bought other deben- 
tures to meet your deposit at Ottawa? 
A.—Yes, they would not take the Atlas 
Loan bonds at Ottawa. 

Q.—I thought they were deposited 
for a time? A.—Here in Ontario. 

Q.—When you transferred from 
the Provincial to the Dominion they 
would not take the same security that 
you had in the Province? A.—We 
did not ask them to. We knew they 
would not so we did not ask them to. 

Q.—Why did you know they would 
notP A.—The Act. 

Q.—The Act required a different 
security from that? A.—Yes. 

Q.—What security did you give 
them? A.—We gave them all muni- 
cipal’ debentures. 

Q.—You say that you promised 
Mr. Wallace then that as soon as 
you could you would buy back $25,- 
000 of debentures. Was there any 
arrangement at the time of the amal- 
gamation of the two companies that 
you should carry $25,000 of Atlas 
Loan debentures? A.—No. 

Q.—Was there any discussion about 
that security at allP A.—wNo. 

Q.—You were as free to dispose of 
that and demand payment of it at 
maturity as any other security you 
held? A.—Yes. 

Q.—Why did you make a promise 
to him? A.—I think he asked me 
before they came due if we would 
renew them and I told him we would 
not but we might buy more at a 
later stage, but at that particular 
time we needed the money for these 
other investments. 


Q.—At the time they were paid 


off he was your director then? A. 
—Yes. 

Q.—What was the next lot of Atlas 
Loan securities you got? A.—In the 
following May we took $1,300. May 
16th, 1903. 

Q.—That was another premium? 
A.—Yes. That was the total amount. 

Q.—What loans did you make to 
the Atlas Loan Company? A.—We 
made a loan, or rather not a loan, 
it was a deposit. We didn’t make 
anv loan besides that. 

Q.—You had other financial deal- 
ings with the Atlas Loan Companys 
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A.—Yes, we had a deposit there of 
$5,000. ; 

Q.—When did you have that de- 
posit? A.—In 1901 and 1902. It 
was not all put in at the same time, 
it was put in at different times. 

Q.—Have you got a statement of 
the account here? A.—Yes. 


Q.—The statement shows that in 
1901, April 5th, the first entry is 
‘to capital stock $230.13.’? What 
does that mean? 


MR. FULLER: That is at the 
time of the amalgamation. This is 
a copy of the account in our ledger; 
making the opening entry of the new 
company, the entry is made in that 
form. A.—That was the balance of 
the money left from the capital stock 
account that we had had deposited 
with the Atlas Loan. 


Q.—The balance of the trust money 
you had had deposited with the At- 
las Loan?) A.V ea: 


Q.—Then on June 13th is the next 
item. What do these amounts repre- 
sentP A.—I think they were some 
premiums paid in to Mr. Wallace’s 
office there. He collected them for 
us and credited them to our  ac- 
count. ' 

Q.—Would that apply to the item 
of $4,621.78? A.—No, that was a 
deposit by us. 

Q.—Why? A.—To make it up to 
the even $5,000, I think. 

Q.—On June 6th, 1902, you made 
a deposit of $4,621.78, which brought 
it up to the even $5,000. Why did 
you want to bring it up to the even 
$5,000? A.—I think we got a spe- 
cial rate of interest. 

Q.—What rate did you get? A. 
—-Four per cent. 

Q.—Was that the object of doing 
rep Al esy 

Q.—To get 4 per cent.? A.—Yes. 

Q.—Was it done at Mr. Wallace’s 
request yA .—-L think: it, was. 3, Yes. 

Q.—He wanted the company to de- 
posit $5,000 and the company de- 
posited it and do you say you did 
get 4 per cent. on it? A.—Yes. 

Q.—I won’t ask you if you got it; 
you were promised it? A.—Yes. 

Q.—Then on the other side of the 
account. December 22nd, 1904, there 
is $1,041.85, by cash. The balance 
shown is $3,190.26. That means that 
according to this account there was 
a balance of $5,116.75 standing to 
your credit from December 31st, 
1902. down to December 31st, 1904, 
in the Atlas Loan Company’s books? 
A.—That is correct. 
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Q.—Without any security? A.— 


Yes. 

Q.—And then on December 22nd, 
1904, what is ‘hig item ‘‘by cash 
$1,041?’ Was that paid to you in 
cash? A.—That is a dividend from 
the Atlas Loan Company. 

Q.—In the meantime the Atlas 
Loan Company had failed? A.—Yes. 

Q.—Do you remember when it fail- 
ed? A.—I do not, off-hand, no. 

Q.—It was the end of May or be- 
ginning of June ’03, was it not? 
A.—Some time in 19038, yes. 

Q.—Then May 20th, 1905, is that 
another dividend? A.—Yes. 

Q.—And December Ist, 1905, is the 
third dividend? A.—Yes, we have 
had three dividends. 

Q.—Amounting to how much? A. 
—of per, .cent:,. 1. think. 

Q.—Is that all that you expect to 
get from that source? A.—I under- 
stand there is another small dividend 
to come. 

Q.—Not of any amount? A.—No. 

(2—That-lefh wea balance” -"cf 
$3,190.26, the loss on that deposit 
account with the Atlas Loan Com- 
pany? A.—Yes. 

Q.—And that was written off on 
the 3lst December, 1905? A.—Yes. 

Q.—Under instructions from Mr. 
Blackadar? A.—Yes. 

Q.—You were ‘carrying that for- 
ward still as an asset? A.—Until 
we got the final dividend. 

Q.—You were carrying it forward 
as an asset at any rate? A.—Yes. 

Q.—And under Mr. Blackadar’s 
direction it was written off. Now 
had you any other: deposit account 
with the Atlas Loan Company? A. 
—We had a deposit of $15,000 on 
which we had some bank stock as 
security. We had $17,000 of Metro- 
politan Bank stock. 

Q.—Did that deposit account re- 
main uniform at $15,000 all the time 
you held it? A.—Yes. 

Q.—Are you sure about that? A. 
-—Yes. 

Q.—Is that shown here? A.—Yes, 
I think so. Here it is, $11,000 and 
$4,000. Two cheques of the same 
date, different banks, I presume. 

Q.—So that in January, 1903, was 
when that account was commenced ? 
A.—Yes. 

Q.—And it commenced by you de- 
positing with the Atlas Loan Com- 
pany on an account headed ‘‘Special 
deposit account’’? $11,000 and on the 
same date another cheque of $4,000, 
probably cheques on different banks? 
A.—yYes. all deposited at the same 
time, $15,000. 
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Q.—Then interest was charged on 
that amount $821.30 up to the end 
of December, 1903? <A.—Yes. 

Q.—And then on December 31st of 
that year was it, 1903? A.—Yes. 

Q.—The interest and cash were both 
repaid to you? A.—Yes. 

Q.—And as Against that account 
you had? A.—Metropolitan Bank 
stock. 

Q.—Did you always have Metropoli- 
tan Bank stock from the date you 
made that deposit? A.—Yes. 

Q.—Was it stipulated for at the 
time that you should have security? 
A.—Yes. 

Q.—What was the amount of the 
security ? A.—85 shares, $8,500 at 
par, that would be $17,000. 

Q.—$17,000 at par and the prem- 
ium? A.—Yes, 

Q.—What rate of interest were you 
paid on this? A.—43 per cent. We 
got a larger rate after the failure. 

Q.—What rate before the failure? 
A.—4#. 

' Q.—And! after the failure A.— 
We got 6 I think. 

Q.—How did you come to get that 
change in the rate of interest? A.— 
Through an arrangement with Mr. 
Ames. 

Q.—What connection had he with 
the account? A.—He guaranteed the 
loan. 


Q.—At the time the deposit was 
made? A.—Yes. 

Q.—Then apparently it was a de- 
posit made with the Atlas Loan Com- 
pany and guaranteed by Mr. Ames? 
A.—Yes, guaranteed by Mr. Ames. 

Q.—Whose Metropolitan Bank stock 
was it you got? A.—Mr. Ames de- 
posited the collateral with us. 

Q.—And then after the failure of 
the Atlas Loan Company you got 6 
per cent. on that? A.—Yes. 

Q.—Were you in a position in Jan- 
uary, 1903, that you were seeking in- 
vestments? A.—Yes, I think so. We 
had the money on hand, of course. 

Q.—-At whose request did you put 
that transaction through? A.—It 
was Mr. Wallace’s arrangement with 
the Board I presume, 


Q.—Was it made with you? A.— 
It was not made with me personally. 
It was made with the Board. 

Q.—And again the proposition com- 
ing from him? A.—Yes. 

Q.—And he being on the Board? 
A.—Yes 
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Q.—Have you the Minute in the 
Board Meetings that authorized that? 
Have you made any other deposits 
with the Atlas Company? A.—No. 

Q.—Or any other financial trans- 
actions with the Atlas Loan Company ? 
A.—That is all. 

Q.—In any shape or form with the 
Atlas Loan Company or Mr. Wallace? 
A.—No. 

Q.—No accommodation through Mr. 
Wallace? A.—No. 

Q.—Then that left you after this 
loan of $15,000 and the special deposit 
was paid off at the end of 1903 and 
the dividends received from the liqui- 
dator of the Atlas Loan Company and 
the balance of that item being written 
off as a loss at the end of 1905, that 
would leave you according to every- 
thing you have told me about it, with 
$25,000 debentures bought in August, 
September, October, 1902, and $3,900 
of debentures received as premiums on 
the Murch policy? A.—Yes. 
_Q.—What became of those? A.— 
We sold those to Mr. Somers. 

Q.—When did you sell them to Mr. 
Somers? A.—During the year 1903, 
after the failure of the Atlas Loan. 

Q.—That made $28,900 and you 
have handed us a statement showing 
the Atlas Loan Company’s account as 
presented to your directors meeting 
on June 5th, 1903? A.—Yes. 

Q.—That was just a few days after 
the Atlas Loan Company failed? A.— 
Yes. 

Q.—Your first meeting of directors 
after it failed? A.—Yes. 

Q.—And that accounts showed in- 
terest charged up of $535.38, making 
in all $29,435.38, due on the deben- 
tures. It also shows $5,116.75 for prin- 
cipal and $89.98 for interest on the 
ordinary deposit account and it shows 
$15,000 and $320.96 interest, making 
$15, 320. 96 due on _ the special ac- 
count? A.—Yes. 

Q.—The only one we have not fol- 
lowed there is the item of $29,435.38 
and that you say is covered by this 
agreement with Mr. Somers? <A.— 
Yes. 

Q.—Mr. Somers then being the Vice 
President of your Company? A.— 
No, it is since then he became Vice 
President. He was on the Board at 
that time. Just a director. 

Q.—The agreement is dated the 12th 
day of August, 1903, and made be- 
tween the Continental Life Insurance 
Company and Gabriel Thomas Somers 
of the village of Beeton. (Agreement 
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read and filed as Ex. 201.) This is 
a true copy ef the agreement, is it? 
A.—Yes. 


Q.—By that Koil Mr. Somers 
purports to buy the bonds, and then 
‘he insurance company agrees to pay 
h-m anything he loses on them? A. 
— Exactly. 

Q.—That is a good way to buy, isn’t 
itP We will deal with that after 
we «have finished thas. Here is a 
Minute in the Executive Minutes of 
Friday, January 16th, 1903; ‘‘The 
Manager was authorized to deposit 
on call with the Atlas Loan Company, 
St. Thomas, any amount up to $20,- 
000 as might be considered advisable 
with a transfer of Metropolitan Bank 
stock as collateral, such deposit to 
bear interest at 54 per cent. or cur- 
rent call loan rates and to be equal 
to 175 per cent. of the par value of 
the stock.”?’ That is the resolution 
under which the deposit was made. 
The deposit was made the next day? 
A.—Yes, 


Q.—Now, Mr. Woods, would you 
tell me just how that agreement came 
to be made with Mr. Somers? A.— 
It was made at my suggestion, I sug- 
gested the matter to the Board. We 
had all these bonds and the Atlas 
Loan had failed and I knew it would 
hurt our business in the field to have 
the public know that we had these 
bonds and I.made that suggestion to 
the Board myself and after talking 
the matter over for some days they 
thought perhaps it would be a goud 
idea to get rid of the bonds to Mr. 
Somers. 


Q.—Then it was not intended to be 
a sale was it? A.—Well, we were al- 
so told at the time that there would 
not be any loss on the debentures. 
We were told so by Mr. Wallace that 
they were a first lien on al] the as- 
sets of the company. We also got 
the advice of two law firms here and 
they told us the same thing. 

Q.—Mr. Somers did not seem to be- 
lieve either the lawyers or Mr. Wal- 
lace? A.—Well, no; we put in that 
clause to protect Mr. Somers; of 
course we wanted to protect him. 

Q.—And it was because it was anti- 
cipated that he would require pro- 
tection? A.—I thought myself that 
there would be a loss. 

Q.—What did you think the loss 
woulth bers. A.—<1 i didn’ ta’ think + hit 
would be as much as it has been. 
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Q.—What has it been? A.—We 
have received, I think, 37 per cent. 
and I understand there’ is another 
small dividend to come. 

Q.—That is on these debentures 
you have received the same dividend 
that you did on your deposit with the 
company? A.—Yes. 

Q.—So that your debentures put 
you in no better position than if you 
had deposited the money with the 
company? A.—That is right. 


Q.—That is the result of some dis- 
cussion of the matter in the courts? 
Ai 2 VieR! 


_ Q.—It was decided that the deben- 
tures rank equally with the deposi- 
tors? A.—Yes. 

Q.—So that there was not much 
additional security in your’ deben- 
tures? A.—Did not appear to be 
any. 

Q.—Did you have those deben- 
tures passed by any solicitors? A. 
—Yes, I think they were. 

Q.—Or did you just take them as 
Mr. Wallace presented them to you? 
You doing a little financing for Mr. 
Wallace? A.—No, they were passed 
by our solicitors at the time we 
bought them. 

Q.—At the time you brought the 
Traders business? A.—No, after we 
bought the second lot. 

Q.—When you came to take the 
second lot do you say they were passed 
by solicitors? A.—Yes. At the time 
the Murch policy was talked over. 

Q.—It was not at _the time of this 
last $25,000? A.—I know the matter 
was gone into very thoroughly at the 
time the Murch policy was taken. 

Q.—That is a little different trans- 
action, an agreement whereby he was 
to give you debentures in the future, 
he being an officer of the company? 
A.—Yes. 

Q.—That would be an entirely dif- 
ferent matter, there would be a spe- 
cial reason why you would want that 
transaction considered. A.—Yes. 

Q.—What is your regular practice 
when you are buying debentures? A. 
—We send them over to our  solici- 
tors. 

Q.—Did you have this $25,000 lot 
of debentures sent to your solicitors? 
That would not be necessary in deal- 
ing with a director? A.—I don’t 
think we had the debentures them- 
selves gone over but I think he saw 
them in the office. 

Q.—And passed them? A.—Yes, I 
think so. 
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Q.—It was not by reason of any- 
think special about your debentures 
that they were treated as deposits ? 
A.—No. 

Q.—All debentures were put in the 
same category in the courts? A.— 
Yes. ; 


Q.—When you are dealing with Mr. 
Wallace, he being a director of your 
company, what precautions did you 
take? A.—We took the same precau- 
tions with him as we would with any 
other individual. 

Q.—It seems to me that any precau- 
tion you took was merely with regard 
to the Murch policy? A.—I know the 
other bonds were looked at too. 

Q.—You would get a written opin- 
ion if you submitted them to your 
solicitor ? 


MR. FULLER: No, the solicitor 


was on our Executive Committee at 
that time. 

Q.—That is Mr. Coatsworth. But 
you would not bind a solicitor by his 
appearing on an executive committee 
meeting and ratifying a transaction? 
A.—No, well, I suppose as_ those 
bonds were exactly the same as the 
others. 

Q.—I am not saying that any re- 
port would have been made _ unfav- 
ourable to them in any way, because 
it would be a nice point to consider 
about these debentures, but this was 
a transaction put through not’ be- 
eause you were going out to buy 
Atlas Loan Company debentures but 
because your director wanted to get 
some money on Atlas Loan Company 
debentures. Isn’t that right? A.— 
Yes. 

Q.—Then one wonders to what ex- 
tent you would let him conduct the 
transaction and take your money and 
give you debentures? A.—These 
bonds were exactly the same as those 
accepted by the Ontario Govern- 
ment. 

Q.—I do not question that. I do 
not say that they were in any differ- 
ent category. Then you tell me it 
was you who thought a transaction 
should be put through with Mr. Som- 
ers? A.—Yes. 

Q.—It was not intended that cane 
should be an out and out sale of the 
bonds, was it? A.—QOh yes, the sale 
was a bona fide sale. 

Q.—Nothing arranged except what 
is shown in the agreement? A.— 
Nothing whatever. 

Q.—Are you sure the agreement 
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covers the whole transaction. A.—It 
does for anything I know. 
Q.—Was there not an understand- 
ing as to your company depositing 
money so that the matter could be 
financed? A.—No, they were not. 
Q.—Nothing of that kind at all? 
A.—No. 


(Adjourned to 2 p.m.) 


AFTERNOON SHSSION. 
Resumed at 2 p.m., June 22nd, 
906. 


Examination of George B. Woods 
continued : 


MR. TILLEY: You have handed 
me a copy of the agreement regard- 
ing the Murch policy; what position 
did Murch hold with regard to the 
Atlas Loan Company? A.—He was 
the President I believe of the com- 
pany. 

Q.—And for how much insurance 
was the policy written? A.—$25,- 
000 on a 20 year endowment plan 
at age 47 I think. 

Q.—It speaks in the agreement of 
the yearly premium being $1,347.50? 
A.—That is correct. 

Q.—Is that computed according to 
your regular table? A.—Our regu- 
lar rate. 

Q.—There was no rebate or dis- 
count on that sum? A.—No. 

Agreement filed as Exhibit 263. 

Q.—It is dated 22nd May, 1901, 
_and is between William Henry Murch 
of St. Thomas of the first part, the 
Atlas Loan Company of the second 
part, and the Continental Life In- 
surance Company of the third part. 
(Reads whole agreement.) Was the 
arrangement for that policy made 
with you? A.—No,wit was made with 
the directors; I think Mr. Wallace 
first mentioned it to me, and then 
I took it up with the directors. 

Q.—The proposal emanated from 
Mr. Wallace? <A.—Yes. / 

Q:.—Acting for Mr. Murch or for 
the Atlas Loan Company? A.—dAct- 
ing for the Atlas Loan Company I 
think; I think Mr. Murch was only 
a subject for the insurance. 

Q.—He was selected as the one to 
take the insurance? A.—Yes. 

Q.—What was the plan as outlined 
to you by Mr. Wallace; what was the 
object to be served? <A.—I don’t 
know, I never did know what his 
object was in doing it; he thought 
it was a pretty good speculation for 
the Atlas Loan Company. 


Continental Life, 
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Q.—How did he disclose to you he 
thought it would result—you used 
the word speculation, I suppose that 
is the word he used? A.—He never 
gave me any inside information re- 
garding the matter except he had 
talked the matter over with his di- 
rectors and they thought it would 
be a good deal for them to put on 
this insurance, 

Q.—Not because Mr. Murch was of 
any particular value to the Atlas Loan 
Company? <A.—Yes, they considered 
he was of very great value at that 
particular time. 

Q.—Why? <A.—I do not know 
why. J 
Q.—You think then they thought 
there was reason to fear a money 
loss if anything happened to Mr. 
Murch, the President? A.—Yes. 

Q.—That was not the object? A. 
—If it was not I do not know what 
the object was. , 

Q.—Pure_ speculation A.—I do 
not see very much speculation on 
their part unless Mr. Murch died in 
the meantime; but Mr. Murch was 
a first-class risk in every respect, 1t 
was not any more speculation than 
the ordinary insurance risk. 

Q.—What do you think of the pro- 
position looking at it from the Con- 
tinental standpoint? A.—I consid- 
ered the matter very carefully and 
with those provisoes in the agree- 
ment I thought we were well pro- 
tected and perfectly safe. , 

Q.—Would you have bought Atlas 
Loan Company debentures paying 
per cent. at that time as an nvest- 
ment? A.—No, I do not think we 
would. 4 

Q.—You think you would not have 
bought them at that time at 4 per 
cent.? A.—No. 

Q.—Would you have bought them 
at 4: per cent.P -A.—Yes, we 
would. 

Q.—Are you sure you_ would? oN 
—I think we would. I do not think 
that we would hesitate in buying at 
41 per cent., at that time they were 
looked upon as being gilt-edged se- 
curities. 

Q.—That is May, 1901? A.—-Yes. 

Q.—That was the year after your 
agreement with the St. Thomas In- 
surance Company had gone through? 
(ALA Y asi: 

Q.—You say then you think you 
would have bought them at 4% per 
cent.?: A.—I think we would. 

Q.—You would not have bought 
them at 4 per cent.P A.—I don’t 
think we would. 
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Q.—You would not take these de- 
bentures as being the equal of the 
cash premium? A.—No, but we had 
not any cash commission to pay on 
the renewal premium on that pol- 
icy, which was equal to 5 or 73 per 
cent., which more than made up the 
one-half of one per cent. difference. 

Q.—You paid no commission on 
this policy at all? A.—No. , 

_ Q.—Not to any personP A.—Not 
on the renewal; on the first year we 
paid a commission. 

Q.—What commission did you pay? 
A.—Forty per cent. 

Q.—To whom? A.—It was paid to 
Mr. Wallace. 

Q.—Why was it paid to Mr. Wal- 
lace, was not this put through for 
his benefit rather than the insurance 
company’s? A.—I do not think so, 
I think it was a mutual agreement, 
and he was as anxious to get the 
business as he was to give it on that 
plan. 

Q.—Were you anxious to get this 
policy? A.—At that time I. think 
we were, I am sure we were. 

Q.—And you paid Mr. Wallace 40 
per cent.; how did you arrive at the 
40 per cent.? A.—I think he asked 
me what commission we could allow, 
and I think that was the amount 
settled on, 40 per cent. 

Q.—He was then a director of the 
company? A.—Yes, he told me at 
the time however that that would 
be paid to the Atlas Loan, but 
whether it was or not I could not 
say. He was acting for the Atlas 
Loan. 

Q.—That would be in the nature 
of a rebate to the Atlas Loan? A. 
—Yes, practically speaking. - 

Q.—The insurance was made for 
the Atlas Loan? A.—Yes. 

Q.—And you understood that 40 
per cent. would go back to the Atlas 
Loan? A.—Yes. 

Q.—You paid that 40 per cent. in 
cash, by cheque? A.—Yes. 

Q.—Was that the only payment 
out you made in respect to the pol- 
icy?  ‘A.—Yes. 


Q.—You never got any cash under — 


this transaction at allP A.—Only 
$47. yearly, I think the premium is 
$1,347.50; we got the difference in 
cash each year. 

Q.—And then at the end of the 
time you got dividends on the deben- 
tures you had carried? A.—Yes. 

Q.—What became of the _ policy 
after the Atlas Loan failed? A.— 
It was surrendered at the failure of 
the Atlas Loan; the Atlas Loan es- 
tate took the cash surrender value. 
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Q.—How was it paid? A.—The 
debentures of the Atlas Loan. 

Q.—Where does that appear with 
respect to these debentures we were 
speaking about this morning? A.— 
The surrender value went to Mr. 
Somers, he having bought the deben- 
tures at that time. 


Q.—He bought these debentures 
along with the others? A.—Yes. 


Q.—That is in effect the company 
surendered the policy to itself, its 
own benefit? A.—Yes. 


Q.—The Atlas Loan liquidator never 
got any surrender value for this pol- 
icy? A.—They reduced their liability 
of course to that extent, the amount 
of the surrender 

Q.—Did you give any consideration 
to the Atlas Loan on this policy after 
the Atlas Loan failed? A.—We gave 
it to Mr. Somers. 

Q.—Mr. Somers who bought the 
debentures? A.—Yes. 

Q.—But he did not hold the policy ? 
A.—No, he had to give up a certain 
amount of the debentures to the Atlas 
Loan. 

QL Did he. sol. = es: 

Q.—Did he give up some of the de- 
bentures to the Atlas Loan? A.— 
Yes. 

Q.—How much? 

Mr. Fuller answers the questions 
until a change is indicated. 

A.—$1,299 was the surrender valué 
of the policy. 

Q.—How was the transaction com- 
pleted when it came to the surrender 
value? A.—The Master in Chancery 
put it through and allowed that as an 
allowance on the debentures. 

Q.—On the dividend that you got 
or Mr. Somers got on the deben- 
tures? A.—It reduced the amount of 
the claim on the debentures by that 
full amount $1,299. 

Q.—And you got a dividend on the 
balance? A.—Yes. 

Q.—Then the dividend was paid I 
suppose to the Continental Life? 

Mr. Woods answers the questions 
until a change is indicated. | 
A.—Paid.to Mr. Somers. 

Q.—The transaction for release and 
so on was by an agreement -between the 
liquidator and your company? A. -- 
Yes. 

Q.—Why was your company a party 
to it? A.—We had to arrange for the 
surrender value of the policy. 

Q.—Is that the omly transaction 
the company had with the liquidator 


INSURANCE. 1383 


SFSSIONAL PAPER No. 66 
45th day, June 22, 1906. 


of the Atlas Loan, that is covered by 
agreement? A.—Yes. 

Q.—That is the agreement that is 
referred to where Mr. Wood was act- 
ing for the company? A.—yYes. 

MR. LANGMUIR: I suppose you 
knew that that loan never came with- 
in the requirements of the Trustee 

Investment Act? A.—TI did not know. 
Q.—Did you not Inok at the time 


when you were talking about taking . 


debentures of that loan company? 
That is always a pretty fair estimate 
of the standing of a company. It 
did not come up to any of the re- 
quirements of the Trustee Investment 
Act, either with respect to the re- 
serve, or what it would sell for in 
the market or anything else? A.— 
We were wrongfully informed; we 
made all inquiries. 

Q.—Did your solicitor not examine 
to see whether it did in order to sat- 
isfy himself as to the character of 
these debentures? A.—He advised us 


- we were allowed to take those as 


trustee, 

MR. TILLEY: As I gather Pe 
Mr. Woods the quality of the deben- 
ture was not anything that was of 
great consideration at that time, be- 
cause you were going to pay the pol- 
icy in the very same sort of security, 
whatever it might be, that you were 
going to get your premiums in; if ‘t 
was good for you it would be good tor 
them P A.—We thought the bonds 
were all right or we would not have 
taken them under any consideration. 

Q.—You thought Mr. Wallace want- 
ed it done, he was a director, and you 
were going to pay him back on the 
policy in the very pane sort of money 
he was giving you? A.—We thought 
if the Ontario Government would ac- 
cept their bonds as security for the 
policyholders we could accept them. 

Q.—Would you leave it to the On- 
tario Government to pass on your in- 
vestments of what was a proper sec- 
urity? A.—We are governed by the 
Ontario Government to a great ex- 
tent. 

Q.—You would not have taken those 
debentures bearing that rate of in- 
terest on any. understanding except 
the understanding that is shown in 
that document? A.—I don‘t think 
we would. 

Q.—It was a species of rebate to 
get the business, was it not? A.— 
Yes. 

MR. KENT: It is equivalent to 
taking a promissory note for your 


Continental Life, 
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premium and renewing it as long as 
the man is living? 

MR. TILLEY: And all the company 
gets is the interest on the promissory 
note from year to year? A.—We 
could sell the debentures— 

Q.—But the debentures afforded you 
something which you could use in your 
assets to set out your reserve? A.— 


’ We could sell those debentures. 


Q.—They were marketable at that 
time? A.—Yes. 

Q.—At par? A.—At par, yes. 

Q.—You think you could have sold 
them at par? A.—I think so. 

Q.—Mr. ‘Murch never wanted to 
continue the policy? A.—After thé 
failure of the Atlas Loan? 

Q.—YesP A.—No. 

Q.—Was there any negotiation 
about that at allP A.—I think he 
wrote in and asked how the policy 
stood, but there was no negotiation 
except that. 

Q.—He would not continue it? A. 
—No. 

Q.—You were speaking this morn- 
ing about the transaction whereby 
the Continental Life when it found 
itself ‘saddled with the (Atlas Loan 
Company’s debentures in 1903, pro- 
fessed to sell them® to Mr. Somers, 
the purchase money, assuming them 
to have been bought by Mr. Somers, 
would have been how much money? 
A .—$29,435.38. 

Q.—Did, you receive a cheque for 
that? A.—yYes. 

Q.—From whom? 
Somers. 

Q.—Payable on what bank? A.— 
On the Traders’ Bank I believe. 

Q.—And what branch? Ave AG 
Beeton. 

Q.—What did you do with the 
cheque? A.—We deposited it. 

@.—In what bank? .A.—I do not 
know, I forget at the present time. 

Q.—Would you look it up please? 
A.—Yes; in the Traders’ Bank at 
Beeton. 


Q.—You deposited the cheque to the 
credit of your company in the Trad- 
ers’ Bank at Beeton? A.—I think so 
but I am not positive. 

Q.—Mr. Somers’ cheque was on 
that bank, and deposited in that 
bank? A.—I am not positive. 

MR.. FULLER: We _ cannot tell 
from the books exactly whether that 
cheque was deposited. 


A:—From Mr. 
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MR. TILLEY: ' If ‘that vis. the 
trouble, the money got to the Traders’ 
Bank at Beeton. 

WITNESS: Yes. 

Q.—And it was understood it was 
to go there? A.—Yes. 

Q.—And in addition to Mr. Som- 
ers’ cheque was anything else de- 
posited there—that was 1903? A.— 
I think the amount of Mr. Somers’ 
cheque was $29,400, and some odd, 
and we deposited $30,000 in the Trad- 
ers’. 

Q.—At the village of Beeton? A. 
—Yes. 

Q.—Had you ever done business 
with the Traders’ before that, either 
in Toronto or Beeton? A.—No, that 
was the first time. 

Q.—Your bank at that time was 
what? A.—The Ontario Bank and the 
Dominion Bank, and I think we had 
the Bank of Nova Scotia at that time. 

Q.—So that you were well equipped 
with banking facilities to lodge that 
cheque? A.—Yes. 

Q.—What rate were you allowed at 
Beeton? A.—We were allawed 3 per 
cent. 

Q.—What rate were you allowed at 
Toronto? A.—Allowed 8 per cent. 

Q.—Why did you send it to Beeton? 
A.—We did it to oblige Mr. Som- 
ers; he had some arrangement with 
the bank there. 

Q.—Do you know what the arrange- 
ment was? A.—No, I do not. This 
arrangement was not made till after 
the deal was put through, and he 
asked me if we had any objection to 
making a deposit there of that amount, 
-and I said no. 

Q.—That arrangement was .not 
made until after the deal got through, 
the transaction as to keeping it in 
Beeton? A.—yYes. 

Q.—When you agreed to sel] these 
securities to Mr. Somers was not 
it understood you were to deposit that 
cheque? A.—No, it was not under- 
stood anything about any bank. 

Q.—It was going to be done with 
some friendly bank? A.—I suppose 
so; Mr. Somers was arranging the 
whole matter himself. 

Q.—We will be able to get Mr. Som- 
ers’ account of it if we cannot get 
all the facts from you? A.—I will 
give you all the facts I can. 

Q.—What was the arrangement 
made about banking so far as the 
Continental was a party to it? A.— 
I think in order to buy the debentures 
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he had borrowed some money from 
the Traders’ Bank. 

Q.—That seems to be simple enough, 
what was the arrangement with the 
Continental? A.—There was not any 
arrangement with it. 

Q.—Why did you leave the money 
there? A.—Just to oblige Mr. Som- 
ers and the bank. 

Q.—That is to say the bank was to 
advance the money, but did not ad- 
vance it, was not that it? A.—I think 
they did advance it to Mr. Somers. 

Q.—They credited it to your ac- 
count at Beeton, that is practically 
all that meant; they gave you a credit 
there? A.—Not exactly that way. 

Q.—What more did they do than 
that? A.—Mr. Somers gave us his 
cheque, and I presume he borrowed 
the money from the Bank there at 
Beeton; we did not borrow the money. 

Q.—No, no, that would not be con- 
sistent with the plan that you should 
borrow the money there; but the se- 
curities were sold to Mr. Somers, 
he had to then put into the coffers 
of the company $29,000 odd? A.— 
Yes. 
Q.—And the company was to get 
and show as an asset $29,000 af 
cashP A.—Yes. / 

Q.—That is what it must do when 
it sold the security? A.—yYes. - 

Q.—In order to do that Mr. Som- 
ers makes an arrangement with the 
Traders’ Bank in Beeton? A.—Yes. 

Q.—Not the bankers of the insur- 
ance company; then he issues a 
cheque on that bank, which is de- 
posited in the same bank to your 
credit; that simply means the bank 
put to your credit in their branch 
at Beeton $29,000 pursuant to an ar- 
rangement with Mr. SomersP A.— 
Yes. 

Q.—And you supplemented that 
with a cheque of $800 to make it 
an even $30,000? A.—$500. 

Q.—$800P A.—It was $29,400 and 
some odd dollars. 

Q.—The amount is $564.62? A.— 
I think Mr. Somers made an ar- 
rangement with the bank there that 
we would keep sufficient money to 
cover the note, and the amount was 
$29,400 odd dollars, and we put in 
$30,000. 

Q.—Was it just to make the figures 
so that they would not be exactly 
the same? A.—It did not strike us 
that way. 

Q.—Was that the object of it? 
A.—No. 
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Q.—Why put in a dollar more than 
just the amount of the purchase 
money? A.—I don’t know. 

See cannot explain that ? A. 
—No. 

Q.—You do know the transaction 
was that you were to keep enough 
there to cover the amount; in other 
words, in ordinary English you were 
not to draw the money out? A.—We 
had that privilege if we wanted to. 

Q.—How could you keep ‘it there 
and draw it out at the same time? 
A.—They had sufficient security with- 
out that. 

_Q.—I am asking you that ques- 
tion; you say Mr. Somers arranged 
you should keep the amount there? 
A.—He arranged with the bank but 
we did not make any arrangements. 

Q.—No; but Mr. Somers told you 
to do it, and that would be the end 
of that; he was putting through this 
transaction for the Continental, and 
it was not for you to dictate to him 
what arrangement would be made, 
what the company would do with the 
money? A.—We would have got it 
from any other bank the same way. 


Q.—You could not have sold these ‘ 


debentures to any person else than 
Mr, Somers? A.—wNo. 

Q.—And it was not for you to say 
you would not carry out the arrange- 
ment he had made? A.—No. 

Q.—If Mr. Somers told you the 
understanding wags you were not to 
draw out that money you would not 
draw it out? A.—That was not part 
of our arrangement; that was part 
of his arrangement but not ours. 

Q.—And a part of his arrangement 
that he communicated to you, was it 
not? A.—Not till afterwards. 

Q.—No matter when he did, he 
communicated it to you? A.—Yes. 

Q.—And you did not tell him you 
would not do it? A.—No. 

Q.—And in fact you did do it? 
A.—Yes. 

Q.—So that it was understood 
whether before or after that in con- 
sideration of his lending his name 
in this way that you were going to 
carry out the arrangement that he 
had made—that was understood. 

Q.—So that the arrangement was 
the money would be passed to your 
credit there, and you would not 
draw it out—that is the whole tran- 
saction? A.—No, it was not definite- 
ly arranged we were not to draw 
the money out. 

Q.—It was arranged you were to 
keep it there; do you draw a distinc- 
tion between those two? A.—No, I 
do not draw any distinction. 
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Q.—I think possibly we understand 
that stage of the transaction suf- 
ficiently; then you say they had 
plenty of security; what other securi- 
ties were thereP A.—They had the 
names of Henry Cargill, Mr. Scott, 
and one or two of the other direc- 
tors. 

Q.—Give us all the names? A.— 
Mr. Scott, Mr. Cargill, Mr. Van Du- 
sen, Mr. Coatsworth, Mr. Somers 
and the late Dr, Gillies and myself; 
I think that is all, there were some 
of the directors who did not go on. 
Mr. Williams did not go on; some 
others did not go on, 

Q.—Tell me what ones now you 
can call to memory that did not go 
on, so that to that extent at any rate 
we shall have the sheep and the goats 
divided? A.—Mr. Williams did not 
go on, and I don’t think Mr. Mc- 
Laren went on. Mr. Jackson went 
on the note. I think Mr. Williams 
and Mr. McLaren are the only two 
gentlemen who did not go on. 

Q.—Dr. Aikens? A.—He was on. 

Q.—Mr. Dryden? A.—He was on. 

Q.—Any others now you think were 
not on? A.—That is all. 

Q.—Only two that were not on? A. 
—Two I think. 

Q.—Why were they not on? A.— 
They did not want to go on. 

Q.—Why not? A.—I don’t know. 

Q.—Take us into your confidence 
and tell us what the discussion was? 
A.—Mr. Williams was an old man, 
he did not want to assume any lia- 
bility for his estate, and he refused 
to go on, and I suppose Mr. McLaren 
for the same reason. 


Q.—You do not want to say pub- 
licly he regarded himself as an old 
man? A.—He did not want to assume 
any responsibility. 


Q.—Was there any discussion be- 
tween these two or three saying ‘‘We 
are not responsible for that transac- 
tion at all; and we won’t become. re- 
sponsible??? A.—They spoke of it in 
this way: They said they had done 
what they thought was in the best 
interests of the company in buying 
the bonds and it was a perfectly legal 
transaction, and they would not ac- 
cept any liability. At the time we 
had the money for investment, we had 
other investments offered us, and one 
was a loan on C.P.R. stock. We 
made some enquiries from our soli 
citor and he thought at that time 


/ 
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we were not allowed to loan on C.P.R. 
stock. 

Q.—I fancy he was rightP A.—We 
have been advised differently since, 
from the Dominion Government; and 
he said there was not any doubt about 
the Atlas being within our rights, 
and we did not loan on the C.P.R. 
stock, which would have been far bet- 
ter than the Atlas Loan as it has 
proved. 

Q.—Do you say the Dominion Goyv- 
ernment Insurance Department told 
you the O.P.R. stock was an author- 
ized investment? A.—I did not say 
they said that; I only go by the Act 
of the Dominion Government. 

Q.—You mean the Insurance Act; 
then we will not enter into a dis- 
cussion of that now, because that pro- 
bably is foreign to this point of the 
inquiry. You say there was some dis- 
cussion, and it was thought that C.P.R. 
stock, which was offered at the same 
time, at any rate was in a doubtful 
class? A.—We were offered lots of 
loans of that nature. 

Q.—You could have got plenty of 
loans just as good for the Continental 
at that time as the Atlas loan, paying 
4i per cent? A.—I suppose we could 
at that time, though the Atlas Loan 


was considered to be in first-class 


shape. 

Q.—You would not have chosen it 
if you were acting freely and inde- 
pendently? A.—I looked over their 
reports for years back. 

Q.—That was a very favorable time 
to get debentures, was it not? A.— 
No, at that time the debentures were 
pretty dear, you could not buy de- 
bentures earning /4 per cent.; we 
bought municipals to earn 3 7-8 and 
33. 

Q.—You think that was not a favor- 
able time for buying? A.—Yes. 

Q.—You could have got other in- 
vestments which were absolutely with- 
in the Insurance Act? A.—They were 
absolutely within the Insurance Act. 

Q.—They were on the same par as 
‘Atlas with regard to ‘that feature 
then? A.—Yes. 

Q.—And would thave yielded you 
just as good a return? A.—Only 
loan company bonds would. 

Q.—But you took them I suppose 
partly at any rate because Mr. Wal- 
lace was on your Board, and you had 
made this verbal understanding with 
him before? A.—There is no doubt 
about that. 
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Q.—That is the explanation of it? 
A.—Yes, , 

Q.—And if you had been receiving 
payment of any person’s bonds in 1902 
other than the Atlas Loan Company 
you probably would not have entered 
into an arrangement to take them 
back again later ionP A.—Perhaps 
not. 

Q.—Why did these parties all be- 
come liable on the note if Mr. Som- 
ers was buying the securities? A. 
—They did it to protect him. 

Q.—Was there any discussion of the 
kind that I have mentioned between 
the directors, saying ‘‘You were at 
the meeting that approved of that 


security, and I was not present, and 


you may go into that transaction but 
I won’t?’? A.—No; they all accepted 
the responsibility$ in fact most of 
them wanted to wipe off the loss right 
there and then, and would have done 
it, had it not been for me. 


Q.—You dissuaded them from doing 
iby As es, 

Q.—Why? A.—I think it was to 
the best interests of the company not 
to do it. 

Q.—Why? A.—We did not know 
what the loss would be at that time, 
but we were told by the Atlas Loan 
people, by Mr. Wallace, that there 
would not be any material loss on the 
debentures, and we were told by our 
solicitor that they would be a first 
claim on the assets of the company, 
and we thought if the loss was not 
going to be a very large one it would 
pay us better. 


Q.—You found that idea was a de- 
lusionP A.—After we went to the 
Courts we found it was. 

Q.—Would you have been paid in 
full if the debentures had ranked 
first ? A.—A very respectable law 
firm told us that they thought they 
did rank first on the assets, but they 
found out differently when they went 
to Court. 

Q.—Would you: have been paid in 
full had they proved they ranked first ? 
A.—Yes. 

Q.—So for that reason you thought 
it should be carried on? A.—Yes. 

Q.—That was in the year 1903? A. 
—Yes. 

Q.—And the only effect of that 
transaction was to transfer the lia- 
bility temporarily? A.—yYes. 

Q.—Transfer the loss to a future 
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date if there would be a loss? A.— 
Yes. 

Q.—Has that loss or liability or 
shrinkage in assets ever been shown 
by the Continental in its reports from 
that day to this? A.—WNo. 

Q.—It should have been, should- it 
not? A.—I do not see why. 

Q.—Supposing the agreement were 
a perfectly genuine one? A.—It was 
a genuine one. 


Q.—It was not a genuine purchase? 


A.—Yes it was. 

Q.—It was a genuine purchase with 
a genuine re-purchase? A.—No, they 
have never been re-purchased; so far 
as the Continental is concerned it was 
a genuine purchase, and at the pre- 
sent time Mr. Somers or any other 
of the directors has no claim in any 
shape whatever on the Continental 
Life. 

Q.—In respect of the loss on those? 
A.—In respect of those. 

Q.—Why not? A.—Because they 
have not. 

Q.—See what the agreement says? 
A.—That was released last year. - 

Q.—You are talking of the present 
time; I am talking of the time when 
Be transaction was put through? A. 
—-V Ss, 

Q.—What the agreement then pro- 
vided was: ‘‘That in consideration 
of the premises and of the sum of one 
dollar.’’ (Reads clause in  agree- 
ment)? A.—What liability had we. 

Q.—The liability you had under 
this agreement? A.—Yes. 

Q.—The liability you had under the 
document was to pay to Mr. Som- 
ers the balance of 62 or 63 cents 
on the dollar you did not get from 
the Atlas Loan Company? A.—We 
did not have that liability at the 
end of the year. 

Q.—You had it at the end of 1903; 
it might not have been fixed in dol- 
lars and cents, but there was that 
liability resting on the company; if 
you had had these debentures in 
your assets at the end of 1903 you 
would not have been able to put 
them in at their full market value? 
A.—No, but we sold them. 

Q.—If you had kept them you 
would not have been able to put 
them in at their market value? A, 
+~—No. 

Q.—You would have had to write 
them down and show a loss on them? 
A.—Yes. 

Q.—Under this agreement at the 
end of 1903 the company was liable 
for that loss just as much as if it 
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still owned? A.—They were liable 
on that document for 23 per cent. 
on the premium income. 

Q.—They were liable to pay to 
Somers—? A.—A commission of 23 
per cent, 

Q.:_The loss that would be sus-’ 
tained on those bonds; it ig not a 
commission of 2% per cent., they 
were calling it commission, but they 
were to pay it up to the extent of 
his loss? A.—Yes, but not out of 
any one year. 

Q.—I am not saying any one year, 
but the company was liable for it; 
did you show that liability in your 
report at the end of 1903? A.—No. 

Q.—Why not? A.—Because I did 
not think we were actually liable 
for that amount. 

Q.—I do not know how you can 
evade it, it is transferring a liability 
that was plain on your books by 
reason of having the asset there, to 
a liability that was in some docu- 
ment that the Insurance Inspector 
would ndt see? A.—After we sold 
the asset we are not liable for the 
amount, we are liable for the actual 
24 commission each year. 

Q.—Until you have paid the loss? 
A=—Yes. 

Q.—And that means liable to pay 
the loss? A.—Yes, whatever loss it 
might be we would be liable for it. 

Q.—And if the debentures had been 
kept that loss would have been some- 
oun you would have had to show 
to the Insurance Department? A.— 
Yes. 

Q.—By putting it away in a writ- 
ten document which the Insurance 
Department does not see you kept it 
out of the annual return? A.—Yes. 

Q.—And that applies to 1904? A. 
Yes. 

Q.—Do you say the guarantee of 
the insurance company to pay that 
loss under this document was ever 
wived out? A.—Yes. 

Q.—When and by what document? 
A.—1905. 

Q.—Would you show me the tran- 
saction that shows that? A.—I will 
send for it. 

Q.—Let me see, if you will, the 
account showing the deposit of $30.- 
000 in the Traders’ Bank at Beeton? 
A.—(Produces the company’s general 
ledger). 

Q.—The account is shown in the 
general ledger at page 445, and pos- 
sibly you would have a copy of this 
account made for us? A.—Yes. 

Conv of account showing deposit of 
$30,000 in the Traders’ Bank at 
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Beeton to be put in and marked as 
Exhibit 264. 

Q.—It commences with an item on 
September 24th, 1908, to cash de- 
posit, re Somers’ cheque, $29,- 
435.38; and on the same date ‘‘To 
cash cheque $564.62.’’ The agree- 
ment was dated 12th August, do you 
remember why it was it stood in 
abeyance from the 12th August to 
the 24th September before the money 
was paid? A.—No, I do not know 
of any particular reason. 

Q.—I suppose it would be some 
delay probably in Mr. Somers arrang- 
ing the finances? A.—Yes. 

Q.—And getting the other direc- 
tors all to endorse? <A.—Yes. 

Q.—I suppose he would not carry 
it through until all had signed? A. 
—A sufficient number, I think there 
was some trouble with one or two 
men being out of town at the time. 

Q.—He wanted a sufficient number 
to sign for his protection? A.—Yes. 

Q.—Those two made together the 
$30,000, and on November 30th, ‘‘to 
cash $165.21”’ is also debitdd to the 
account, making together $30,165.21; 
what was that item, ‘To cash 
$165’’? A.—They made up the inter- 
est on that date, that would be the 
interest on the $30,000 from the time 
it was deposited up to that. 

Q.—On December 31st there is a 
balance $30,165.21 carried forward, 
and I suppose that is what is shown 
in your Government return—‘‘Trad- 
ers’ Bank, Beeton, $30,165.21’? 
A.—Yes. 

Q.—During the year 1904, May 
3lst and November 30th, items of 
interest again are entered in the ac- 
count, $418 odd and $397? <A.—Yes, 
that would be interest. 

Q.—December 31st, the balance 
went forward after a certain cash 
item had been taken out, which we 
will refer to later, the balance then 
being $16,367.14; and May and No- 
vember two other cash items, mean- 
ing interest allowed by the bank 
againP A.—Yes. 

Q.—1905, the balance then stood 
at $16,187.25, and on May 31st an- 
other item of interest $242.14. That 
shows everything on the debit side 
of that account. Then on the other 
side of the account the first item is, 
1904, February 20th, ‘“‘By cash 
$2,504.36’’—what does that represent ? 
A.—That would be a cheque We is- 
sued, I suppose. 

-—To whom and for what? A.— 
I do not know, I am sure. 

Q.—To carry the transaction out 

consistently one would rather expect 
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to find that wag interest’ you were 
paying on the noteP A.—It may 
have been. 

Q.—Was it? A.—I can find out 
when Mr. Fuller comes back. 

Q.—March 31st, ‘‘By cash §$1,- 
999.22,”’ that is another item that 
went out of the account for your 
benefit in some way? A.—Yes. 

Q.—May 31st, ‘‘By cash $291.46” ; 
November 30th, “By cash $519. 33.” 
Then on December 31st, 1904, a cash 
item appears, showing a cheque, 
number five I think it is, for ten 
thousand dollars—do you remember 
what that was for? A.—Mr. Fuller 
will explain. Those things went 
all together. 

Q.—I will be very glad to have 
his answer. 

The answers are given by Mr. Fuller 
until a change is indicated. 

Q.—What does February 20th, 1904, 
$2,504.36 mean? A.—That was paid 
on account of that commission of 24 
per cent. 

Q.—That is the first payment out 
of the account by the company, and 
it is supposed to be an item paid to 
Mr. Somers for this 2% per cent. 
commission, is that right? A.—Yes, 
on account of it. 

Q.—That is because up to that time 
he has sustained that much loss on 
the debentures by reason of having 
to pay interest on the note P A.— 
Well, not altogether. 


Q.—What was it? 
that was an advance. 

Q.—Was that an advance, or was 
that interest on the note that was 
to be floated to raise that— A.—No, 
there was no interest in that, I do 
not think so. 

Q.—Was that given by cheque? A. 
—Yes. 


Q.—Have you the stub-book here, 
or haye you any account that shows 
this? A.—This is the whole transac- 
tion, it would be entered in the cash 
book. 

Q.—Who was the cheque given to? 
A.—Mr. G. T. Somers. 

Q.—With this transaction standing 
that way you would not let him take 
it away and put it in his own bank 
account? A.—I suppose he credited 
it on account of these debentures. 

Q.—Why did he credit it on ac- 
count of the debentures at that time? 
A.—Because there was likely to ie a 
loss at that time. 


A.—I think 
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Q.—But it had been ascertained? 

.—No. 

Q.—Was it not there a loss up to 
that time by reason of the interest 
he had to pay with respect to that 
loan? A.—I do not know whether he 
had paid any interest at that time or 
not, but if it was I suppose probably 
it would be deducted from that in 
making up the account. 

Q.—Let us go on and see; March 
3lst, By cash $1,299.22, what was that 
for? A.—That was the surrender 
value of that Murch policy. 

Q.—May 31st, $291.46? A.—That 
was an item which was paid to G. T. 
Somers in the same way, but that 
would about represent the interest 
he would pay in the meantime. 

Q.—We have that first, on May 81st, 
1904, it is agreed that the item of 
$291.46 would represent the interest 
he would have had to pay on the note 
up ‘to that time? A.—Yes. 

Q.—The next item, November 30th, 
$519.38, that would be about the 
same? A.—Interest. 

Q.—Then a ten thousand dollar 
cheque went out, December 31st, 1904, 
what was done with that? A.—I 
think we transferred that to some 
other bank. 

Q.—What bank? A.—It was pro- 
bably in the deppbsit there in the 
Union Bank, Toronto. 

Q.—You are referring to a deposit 
of December 31st, 1904, of $22,889.68, 
deposited in the Union Bank, To- 
rontoP A.—Yes. 

Q.—And on the same date there was 
chequed out from {that bank $50,- 
946.46? A.—Yes, but that was the 
whole month’s transactions there, and 
this also probably. 

Q.—Have you anything to show 
how those were divided? A.—The 
Bank Journal and Cash Book would 
show that. 

Q.—I would like to know how those 
amounts were divided? A.—Very 
well. 

Q.—It appears that $10,000 from 
that account was transferred from the 
Traders’ Bank at Beeton to the Union 
Bank at Toronto, do you remember 
about that now? 

The answers ‘are given by Mr. 
Woods until a change is indicated. 

A.—I do not remember it. 

Q.—Do you remember any arrange- 
ment being made to get that $10,- 
0 released? A.—We may have need- 
sd seme money in Toronto to pur- 
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chase other investments, and withdrew 
$10,000 from the Bank in Beeton; 
no doubt that was it. 


Q.—You had in the Union Bank at 
Toronto $11,009.54? A.—At the end 
of the year. 


Q.—That was after the deposit of 
$10,000P A.—Yes. 

Q.—So that I suppose you wanted 
it at Toronto to show a proper bank 
balance at the Union Bank, Toronto, 
rather than such a large balance in a 
small bank, in a branch bank out in 
Beeton? A.—I think when you get 
the books we purchased some invest- 
ments at that particular time. 

Q.—In 1905 there was a cash pay- 
ment on May 31st of $352.03; I sup- 
pose that would be for interest to 
Mr. Somers again? A.—That would 
be equal to the interest. 

Q.—November 30th, $317.20? A.— 
Yes. 

Q.—Leaving a balance at the end 
of 1905 of $16,187.25? A.—Yes. 

Q.—And that would be shown in 
your return for 1905? A.—Yes. 

Q.—The 1905 return shows cash in 
bank $30,144.21; the schedule shows, 
Traders’ Bank, Beeton, $16,187.25? 
A.—Yes. 

Q.—1905 the entry appears, Decem- 
ber 31st, carrying balance forward, 
and in 1906, May 31st, there is a cash 
item of $242.14; that represents in- 
terest allowed by the bank? A.—Yes. 

Q.—There has been no other pay- 
ments out of this account, and the ac- 
count stands just in the same way 
nowP A.—Yes. 

MR. KENT: The Bank charges in- 
terest at what rate, on the debit side? 
A.—4 per cent. 

Q.—You are getting 8 ‘’per cent. 
and paying 4P A.—Yes. 

Q.—The bank simply has_ been 
charging you a certain amount of in- 
terest without any advantage being 
given whatever ; the bank makes a 
cross entry in its books and charges 
a certain amount of interest every 
year? A.—They allow us three and 
charge us four on the note. 

MR. TILLEY: It is not kept in 
the same account; I suppose the note 
would be kept as the note of the in- 
dividuals? A.—Yes. 

Q.—And you people would have to 
pay? A.—We were paying four per 
cent. 

Q.---You take a cheque on this ac- 
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count, and with that cheque you pay 
interest at 4 per cent? A.—Yes. 

Q.—And that is treated as an ad- 
vance on account of the 24 per cent. 
of commissions you are entitled to? 
A.—Yes. 

Q.—Where is the document that 
has brought this transaction to an 
end, if the document has? A.—(Pro- 
duces). 

Q.—(Refers to blue book.) Now the 
first cheque that we were speaking of 
apparently was for $2,504.36, and is 
payable to the Traders’ Bank. It 
says on account of G. T. Somers; can 
you explain that? A.—That would 
be on the 23 per cent. commission. 

Q.—What was coming to Mr. Som- 
ers at that time? A.—We did not 
know till the end of the year, but it 
was just paid on account. Our prem- 
ium income that year was something 
over $100,000. 


Q.—In what year? A.—The year 
1904. 
Q.—February, 1904? A.—yYes; on 


account of the commission for that 
year. 

Q.—There is nothing paid on ac- 
pount of commission for 1903? A. 
—— oO, 

Q.—In 1904 you make a payment 
on February 20th on account of the 
commissions of that year? A.—Yes. 

Q.—Knowing then there was going 
to be the lossP A.—Yes. 

Q.—And making Mr. Somers a 
loan on that account of that amount 
practically? A.—It was owing him 
practically speaking. 

Q.—Not until the end of the year? 
A.—It was not due till the end of 
the year, we wanted to pay it so as 
not to have any liability at the end 
of the year. 

Q.—This was only February; in- 
surance companies have not been 
getting ready for the end of the year 
as early as February; it‘is generally 
the 3lst December in order not to 
show any liability at the end of the 
year—any hour on the 3lst is good 
enough? A.—Yes. 

Q.—Why would you be paying that 
in February, just because Mr. Som- 
ers was wanting the money? A.— 
No; he paid that immediately on the 
note. 

Q.—Why did we not get that some 
time ago; I was asking whether that 
cheque had anything to do with that 


note at the bank? A.—I did not 
know it till Mr. Fuller explained the 
thing. 


Q.—His explanation, and this stub 
indicate to you that that money was 
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credited on this note on which you 
were all liable? A.—Yes. 


Q@.—So that to that: extent it did 


not get outside this transaction? 
A.—No. 
Q.—It is just another element 


that is perfectly consistent with the 
whole scheme? A.—We paid early 
in the year to save interest I pre- 
sume. 

Q.—You were saving the one per 
cent.? A.—Yes. 


Q.—You were really saving it for 
the company? A.—Yes, and we paid 
it in February. 

Q.—‘‘Memorandum of Agreement 
made the 15th of December, 1905, 
between G. T. Somers, etc., of the 
first part, and the Continental Life 
of the second part’’—who prepared 
this? A.—Mr. Fuller drew it. 

Q.—Under your instructions? A. 
—-Yes. 

Q.—When was this signed by Mr. 
Somers? A.—December, 1905. 

Q).——What “date? ~ A.-The 
date as it is drawn, | 

Q.—On the day it is datedP A.— 
I imagine so. 

Q.—You know nothing to the con- 
trary? ~A.—No, 

Q.—Had the question of signing 
such an agreement been discussed 
before that? A.—yYes, for a long 
time. 

Q.—By whom? A.—By myself and 
Mr. Somers and the Directors. 

Q.—Who raised the question? A. 
—I was the chief party I think. 

Q.—What made’ you suggest it, 
what had happened to make you 
suggest it? A.—I wanted to get rid 
of the liability. 

Q.—What liability, 
as endorser of the note? 
the liability of 2% ‘per cent. 
year to Mr. Somers. 

Q.—You wanted to get the 
pany free of the _ liability? 
Yes. , 
Q.—And put the liability on— A. 
—On ourselves. 

Q.—Was that sincere? A.—Yes. 

Q.—Why? <A.—Because I thought 
it was a handicap to the company 
to have that liability resting on our 
shoulders. 

Q.—No person knew about it, it 
was kept as nice and quiet and peace- 
ful there up in Beeton— A.—No, 
but we had our commissions to pay 
each year all the same. 

Q.—You did not want to pay that 
out?’ A.—No, 

Q.—Had you been paying it out? 


same 


your liability 
A.—No, 
each 


com- 


A.— 
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A.—We paid it to the end of 1904, 
we did not pay last year. 

Q.—How much did you pay in 
1904, anything more than this one 
item, and these other items that are 


shown here by way of interest? A. 
—That is all. 


Q.—This account contains every 
payment in or out of the funds of 
the company, either at Toronto or 
Beeton that relates to the transac- 
tion with Mr. Somers? A.—Abso- 
lutely. 


Q.—There have been no_ other 
cheques passed or payments made? 
A.—None whatever. 


Q.—How did you show these pay- 
ments in your accounts, ‘did you 
charge them up to commission ac- 
countP A.—Yes. 

_ Q.—So that it would be shown as 
increased expenses of getting busi- 
ness? A.—By that much money. 

Q.—And the real transaction in the 
simplest form, calling it loss on se- 
ties: that was not shown? A.— 

O. 

Q.—It was shown as an increased 
cost of business, putting it on the 
expenses of getting new business that 
has been run up so high by the agent 
—adding it on to the 65 per cent. ? 
A.—Yes; when I suggested that I 
thought we could do that and then 
keep our expenses then below that 
of the other young companies, and 
we have been able to do that so far. 

Q.—Notwithstanding that pay- 
ment? A.—Yes. 

Q.—That is by practising economy 
in other lines? A.—Yes. 

Q.—You have been able to get it 
down so that even with that pay- 
ment it has not been abnormally 
high? A.—We have all worked for 
nothing since we started the com- 


pany almost, and we have been able. 


to ‘keep. expenses. down. 

Q.—Let us see to what extent that 
is right; was there any re-arrange- 
ment at the time this document was 
executed or this arrangement come 
to. of your remuneration? A.—None 
whatever. 


Q.—There seems to be quite a Jump 
in salaries in 1905; have you some- 
thing here which shows your salarles 
in 1901 and on from then? A.—Yes. 

Q.—This starts with 1902; in 1902 
avparently your salary was $2,- 
013.32? A.—I suppose my salary 
would be $2,000 and the balance 
would be— 

Q.—You got 77 cents commission 
in that year? A.—I do not know 
what it was. 
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Q.—That was not on any very large 
policy? A.—No, I do not know what 
that 77 cents is. 

Q.—1903, apparently your salary 
was raised to $2,250P A.—Yes. 

Q.—And there was some item of 
$43.37? A.—Commission. 

Q.—And you got other remunera- 
tion under the head of expenses $447, 
would that be for actual out-of-pocket 
expenses? A.—That would be trav- 
elling expenses, I travel a great deal. 

Q.—And that would not include 
any profit or any more than the usual 
profit on such items? A.—No graft 
in that item. 

Q.—In 1904 salary $2,500 and some 
small commissions; your actual pay- 
ment never seems to be quite up to 
the salary; does that mean salary in- 
creased in the middle of the year? 
A.—No, it means sometimes at the 
end of the year there was an amount 
owing on the salary, and it was paid 
on the following year. We pay our 
salaries on the first of the month, 
and no doubt I had not got all my 
December salary till early in Janu- 
ary. 

Q.—1905 the salary is $2,750, and 
$415.09; what commission are you 
entitled to? A.—Those would be re- 
bates I suppose, and I give vouch- 
ers for the commission and put it in 
as rebates probably. 

Q.—Rebates to whom? A.—In- 
surers. 

Q.—That is the persons— A.—If 
I write you for a thousand dollars 
and you only gave me $18 instead 
of $30, I would have to give a vouch- 
er for the balance to the company. 

Q.—That is all head office persons, 
employed in the head office must turn 
into the company the full premium? 
A.—Yes. 

Q.—And then if there is any rebate 
coming to the insured that would 
have to go through by way of a 
yousnen and it would be charged up 
to you? A.—Yes. 

Q.—There is no personal profit in 
that? A.—No. 

Q. That all goes for the good and 
welfare of the order, so to speak? 
A.-—¥ és. 

Q.—It is one of the rebates the 
insured gets? A.—Yes. 

Q.—That item indicates the amount 
of rebating you have done? A.—Yes, 
approximately speaking it would. 

Q.—Mr. Fuller’ s salary is $1, 500 in 
1902: $1,800 in 1903; $1,800 in 1904, 
and $2,000 in 1905. There appears to 
be no serious jumps in those salaries? 
A.—I had a five-year contract, which 
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accounts for the increase there of 
$250 a year, starting at $2,250, and 
an increase of $250 a year for five 
years. 

Q.—Is Mr. Fuller under a five- 
year gontract too? A.—No. 


Q.—Has your contract expired? 
A.—It expires at the end of this 
year. 


Q.—It has not been renewed? A. 
aa ¥ OS) 


Q.—Under what terms this time? 
A.—Under $4,000, $4,500, $5,000, 
and $5,500 and $6,000. 

Q.—That is for the next five years 
you commence with $4,000P A.—It 
is an averageof $5,000 for the next 
five years. i 

Q.—It commences first January at 
' $2,750, that is the salary it leaves? 
A.—I am getting $3,000 this year. 

Q.—So that you get $1,000 in- 
crease? A.—Next year. 

Q.—Was Mr. Fuller on the not:? 
A.—No. } 

Q.—And has hig salary been ar- 
ranged for the next five years? A. - 
No, he is only engaged by the year. 

Q.—Dr. Aiken’s remuneration scems 
to be about $1,000 a year? A.—He 
has had that for some years. 

Q.—Has there been any change in 
the amount for the future? A.— 
None whatever. 

Q.—My information is that the 
salaries in 1902 were $6,482; in 19038 
$7,295; 1904 $7,564; 1905 they went 
up to $10,667, that is an increase 
of $3,100? A.—Are those head of- 
fice salaries there? We have more 
salaried agents now than we had. 

Q.—Has there been any remunera- 
tion allowed to directors? A.—Yes. 

uate mean special, this year? A. 
—No. 

Q.—Or for next? A.—For the last 
four or five years we paid $1,000 a 
year and divided it amongst the 
whole of the directors; there had 
been 14 up to two months ago. It 
left about $300 for the President, 
and the other directors got about 
$100 a year. That included travel- 
ling expenses as well. We paid them 
$10 a meeting for the outside direc- 
tors, and they pay their own hotel 


bill; and we paid $5 a meeting for © 


the inside men, and $2 for committee 
meetings. We divided the $1,000 up 
amongst them, and it generally left 
$250 or $300 a year for the Presi- 
dent. 

Q.—You said this document was 
suggested by you, did all the persons 
who had signed the note agree to it? 
A.—-They all agree now, it was a long 
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time before they would but they did 
agree to it. 

Q.—When did the last of them 
agree? A.—I do not know, it is some 
time ago. 

Agreement of release filed as Ex- 
hibit 265. 

Q.—That swelling of the salary ex- 
penses from 1904 to 1905 is said to 
be accounted for in this way, that 
the President was then given $500, 
the mode of paying the directors and 
eteaep ti was changed that year?A. 
—Yes. 

Q.—And the President was given 
$500 a year? A.—Yes. 

Q.—yYour salary was increased $250; 
Mr. Fuller’s was increased a couple 
of hundred? A.—Yes. 

Q.—Dr. Aikens instead of being 
paid so much per application was 
given a_ salary of $1,000, which 
brought it into this account instead 
of being charged to another account? 
A.—Yes. 

Q.—That makes $1,900; and then 
the little extra. increased office help 
Mr. Fuller says would account for 
the balance? A.—Yes, and perhaps 
some increased salaries in the office 
staff. 

Q.—They would be scattered in- 
creases? A.—Yes. 

Q.—What is the present arrange- 
ment regarding this loss on the At- 
las Loan affair? A.—We are paying 
it ourselves. 

Q.—The account will stand in the - 
same way. in the books for 1906; 
apparently there igs just the item of 
interest credited? .A.—Yes. 

Q.—Why hasn’t that money been 
chequed out and used and brought 
down to your Toronto branch if the 
transaction is at an end? A.—I guess 
we will do it. 

Q. Why has not it been done? A. 
—We have not needed it particu- 
larly. 

Q.—Is there any arrangement 
amongst you as to the proportion in 
which you will divide the loss? A.— 
Well, we are not paying the same. 

Q.—Tell me how it is divided, 
please? A.—I cannot tell you just 
exactly how much each one is to pay. 


Q.—Have you fixed on what it 


‘amounts to approximately? A.—We 


have not yet; of course we don’t know 
how much our loss will be exactly. 
Q.—About how much do you anti- 
cipate there will be? A.—There will 
be a loss I think of somewhere over 
$12,000. 
Q.—Between $12,000 and $13,000; 
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what provision has been made about 
this item of $2,500 that was actually 
paid to Mr. Somers and two or three 
others items by way of interest; is 
that to be returned? A.—No, not 
to the office. 

Q.—That account stands as it is? 
A.—That is an expense. 

Q.—Which has been charged up and 
is closedP A.—Yes. 

Q.—You take the account as it 
stands now and close it up from that? 
A.—Yes. 

Q.—What share are you paying of 
that? A.—I am going to pay $1,200. 

Q.—What share is Mr. Somers to 
pay? A.—I think he will pay a little 
more than that. 

Q.—Do you know? A.—No. 

Q.—Is it settled? A.—It will all 
be contribution. 

Q.—What is the arrangement; you 
produce a document whereby the com- 
pany is released, that cannot have 
been done except on some definite, 
clearly understood arrangement? A. 
-—It is clearly understood that we are 
to assume the liability ourselves and 
pay it off ourselves. 

Q.—Is there any document behind 
this document as between yourselves 
and Mr. Somers? A.—None what- 
ever; it is just a mutual understand- 
ing that we assume the liability and 
are going to pay it. 

Q. Has that document come be- 
fore the Board of Directors of the 
Company, the document signed by Mr. 
Somers releasing the Company? A. 
—They have all signed it I presume. 

Q.—Mr. Somers is the only man 
that has signed that? A.—Oh yes; 
I don’t know whether that ever came 
up or not. 


Q.—You don’t know whether that 
ever came up before the Board? A. 
—I don’t suppose it did. 

MR. LANGMUIR: How much is 
Mr. Somers to pay? A.—I think he 
will pay about $1,500. 

MR. TILLEY: Q.—I would like to 
know what arrangement you _ have 
made? A.—I cannot say exactly how 
much each one would pay. 

Q.—Tell me the story about it? 
A.—There are some of our directors 
won’t pay anything. 

Q.—Are they some that are on the 
note that won’t pay anything? A.— 
Yes, I think there are. 

Q.—You told me a moment ago that 
they had come into the arrangement 
now? A.—I did not say that they 
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had come into the arangement to pay 
so much each; I said they had all re- 
leased Mr. Somers. 

().—Have they all released Mr. Som- 
ers? A.—I presume so. 

Q.—Have arranged it? A.—He 
told me they had. 

MR. KENT: I am bound to say I 
do not like the way in which the wit- 
ness is replying. It is ty opinion he 
has been playing with the Comuic: 
soin from the very start. I must say 
I am not satisfied with the way in 
which the replies are being made. 
For myself [ should feel bound to probe 
this matter further unless the witness 
changes his method of replying. There 
are things he is bound to be familiar 
with, about which he continually says 
“‘T don’t know,’’ ‘‘I suppose.’’ I must 
say that I have been surprised from 
the beginning at the way in which 
the replies have been given. 

MR. TILLEY: The indefiniteness 
seems to be becoming more pointed 
just at this part of the inquiry. 

Q.—I think you ought to tell us 
just what the transaction was when 
that document was put through? A. 
—TI have been trying to be as accurate 


as I could, but there are some things 


I don’t know Wefinitely, about how 
much each man is going to pay on 
that note. 

Q.—Who is arrangingthatP A.=—= 
Mr. Somers. 

Q.—Mr. Somers is here? A.—He 
is in the city. 

Q.—He will be able to tell us that 
then? A.—Yes. 

Q.—Tell me, so far as you have been 
a party to it, what has been ‘said and 
what has been done about it A.— 
There would be nothing done more 
than that, that we have arranged to 
assume the liability ourselves and pay 
it ourselves. 

Q.—You say ‘‘We have arranged to 
assume it ourselves, and pay it our- 
selves??? A.—Yes. ; 

Q.—Who are we—Mr. Somers and 
you, as far as you know? A.—Yes. 

Q.—Do you Imow of any person 
else? A.—Yes. 

Q.—Who? A.—Dr. Aikens, Mr. 
Jackson, Mr. Scott of Listowel—there 
are some people who are on the note 
that would not do it. There is the 
estate of Henry Cargill, they won’t 
‘assume any liability. 

Q.—What attitude does he take 
about it. He says ‘‘The company must 
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stand by Mr. Somers, I won’t?” A. 
—Yes. 

Q.—They say “I am not willing 
that Mr. Somers shall release the 
Company unless I am let off,’’ that is 
their attitude? A.—yYes. 

Q.—“‘If you alter that transaction 
then I will consider myself free from 
any liability’’—that is the attitude 
Mr. Cargill takes? A.—I am speak- 
ing of the estate. 

Q.—Who else takes that attitude? 
A.—I don’t know that there are any 
others. 


Q.—You have told us of the Cargill 
estate; what attitude does Mr. Dry- 
den take? A.—He was quite willing 
to pay a portion of it. 

Q.—What portion? A.—We cannot 
say till we know how much our loss 
will be. 

Q.—By a comparison or a percent- 
age or what is it he is to pay? A.— 
He will pay his share of the liability, 
I suppose. 

Q.—Divided amongst how’ much? 
A.—I think there are about ten or 
eleven. 

Q.—Does he say he will pay one- 
tenth of whatever the loss is? A.— 
Yes. 

Q.—Are you to pay one-tenth? A. 
—Yes. 

Q.—Is Dr. Aikens to pay one-tenth? 


Q.—Is Mr. Scott to pay one-tenth? 


Q.—Mr. Jackson? A.—Yes. 

MR. KENT: It remains to be seen 
whether these jparties haya agreed. 
The witness may say they are to pay 
one-tenth, I would like to be sure that 
these parties have consented to pay 
one-tenth each. 

MR. TILLEY: Q.—Then, Mr. 
Woods, will you go on with the other 
names? A.—Mr. Vandusen. 

Q.—What does he say? A.—He has 
signed the agreement I believe. 

Q.—Then there is a signed agree- 
ment? 

JUDGE MacTAVISH: Is there a 
signed Agreement undertaking to pay 
this note by all these people? A.—I 
understand so. 


JUDGE MacTAVISH: That makes 
a very great difference. 

MR. TILLEY: Q.—Do you mean 
now a signed agreement put through 
in December or at the time this docu- 
ment was put through? A.—There 
was an agreement with Mr. Somers. 
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MR. LANGMUIR: At the time Mr. 
Somers released the company? A. 
—Yes, 

Q.—Was there a document signed 
then? A:—Yes, 

MR. TILLEY: Q.—I asked you 
definitely whether there was such a 
document and*you said no; I would 
like that document? A.—I think Mr. 
Somers has the document. 

Q.—Mr. Holden says I did not ask 
you that question before; I think I 
asked you definitely was there any 
cther document but this one relat- 
ing to this transaction; was there 
any other document other than the 
two?’ A.—That has nothing to do 
with the company, it has to do with 
Mr. Somers and the Directors. 

Q.—Probably it hag a good deal 
more to do with the company than 
you think? A.—It is a matter be- 
tween the Directors and Mr. Somers. 


Q.—It is a formal document drawn 
up whereby the other Directors ap- 
prove of Mr. Somers releasing the 
company? A.—Yes. 

Q.—And a certain number have 
signed it? A.—Yes. 

Q.—You have given me, so far as 
you can remember, the persons who 
have signed? A.—Yes; there may 
be some who have signed that I have 
not given you there; you can get the 
document. 

Q.—We will have to get that agree- 
ment, and with that document we 
will have the whole history of the 
transaction so far as it has been 
put in writing? A.—Yes. 

Q.—Anything else that has _ been 
done hag been verbal? A.—Yes. 


Q.—Is there any arrangement 


‘whereby any of these parties are to 


get any consideration from the com- 
pany later? A.—None whatever. 

Q.—Or any return of the money? 
A.—Nione whatever. 

Q.—And out of your salary you are 
to pay $1,200? A.—Yes. 

Q.—And take that loss yourself? 
A.—I got an increase of salary on 
the strength of it. 

Q.—You get a salary of $4,000, 
next year running up $500 per year 
increase? A.—Five years. 

Q.—That was arranged at the same 
timeP A.—wNo. 

Q.—It was not arranged at the 
same time? A.—No, that was not 
arranged till our annual meeting this 
year, which was in February. 

Q.—It was arranged as part of the 
same transaction, that was taken into 
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consideration that you had to pay 
$1,200? A.—I suppose it would be. 

Q. —To that extent the company is 
paying your $1,200? A.—I don’t 
consider it so. 

Q.—You would not get as large a 
salary if you were not paying the 
$1,200? A.—I think so. 

Q.—What do you mean by saying 
it was taken into consideration in 
fixing your salaryP A.—It was prac- 
tically taken into consideration, but 
I don’t call that a big salary. 

Q.—I don’t know whether it is a 
big salary from an insurance man’s 
standpoint or not, but it was fixed 
having regard to the fact that you 
had to pay out $1,200 on this loss? 
A.—I think I would have got the 
same salary without it. 

Q.—It was the reason that was 
urged to the Directors for fixing it, 
at any rateP A.—Yes. 

Q.—And it was the reason that 
prompted them in doing it? A.—Yes. 

Q:—Is there anything else that is 
to be paid to you? A.—No. 

Q.—Any commissions? A.—No, I 
get no commissions. 

Q.—Any business you turn in, there 
is nO commission paid to you at all? 
A.—No. 

Q.—Are any others of the persons 
who are on the note getting any re- 
muneration? A.—None whatever 
absolutely. 

Q.—No promise made to them by 
the company of any kind? A.—There 
is not any promise made either leg- 
ally or morally to any one except 
the 24 per cent., which has been can- 
celled. That is the only promise ever 
made by the company to any person. 

Q.—And that 23 per cent. has now 
been stopped? A.—Yes. 

Q.—Are any of these directors to 
get 2} per cent. now? A.—No. 

Q. __Or any commission? A.—No. 

Q.—Or any percentage on commis- 
‘sions? A.—None whatever, not a 
cent. 

Q.—In so far as they pay the loss 
they pay it without any chance of 
compensation? A.—Yes. 

Q.—The shareholders or Directors 
of the Continental Life Insurance 
Company incorporated a company 
called the Ontario Securities Company 
Limited? A.—Yes. 

Q.—I will leave the other transac- 
tion until we get the document Mr. 
Somers has. What was the idea 
that prompted them in incorporating 
that company? A.—They thought it 
was a very good business proposition 
I suppose, and they went into it on 
that strength. 


Continental Life, 
(G. B. Woods, Ex’d.) 


Q.—It was incorporated on the 10th 
December, 1903, was it not ? A.—I 
presume so; I do not remember. 

Q.—This is a copy of the Charter 
you said; the Charter is dated 2nd 
December, 1903, and recorded on the 
10th December? A.—Yes. 

Copy of Charter filed as Exhibit 266. 

Mr. Tilley reads Charter. 

Q.—George D. Lewis, Superinten- 
dent, he was Superintendent of Agen- 
cies for a time for your company? 
A.—Yes. 

Q.—And I think was at the time 
this Charter was put through? A.— 
Yes. 

Q.—Sidney Jones is a Director of 
yoursP A.—Yes. 

Q.—George Brewer Woods, that is 
yourself? A.—yYes. 

Q.—Henry Wilberforce Aikens, he 
is the doctor and your medical ref- 
ereeP A.—Yes. 


Q.—I suppose it was fashioned 
after the Dominion Securities Com- 
pany? A.—Very much the same. 

Q.—Taking a leaf out of a larger 
company’s book, is that the princi- 
ple? A.—That is the idea. 

Q.—What was the immediate ob- 
ject that brought this company into 
existence? A.—Buy and sell bonds. 

Q.—Yes, but then there would be 
something would there not, that 
would come up pointedly to make you 
come to a conclusion that it would 
be better to have such a company? 
A.—I always had a desire for the 
securities business for a good many 
years back, and I induced my Direc- 
tors to go in with me in a small 
way. 

Q.—Then it is your idea? A.—Yes. 

Q.—You are an officer of this com- 
pany? A.—Yes, I am the Vice- 
President of it. 

Q.—You have handed me a list of 
shareholders at the present time, is 
this the list?* A.—There are only a 
few; yes this list would be correct. 


Q.—Other than the names on this 
list have there been any other share- 
holders of the Ontario Securities Com- 
pany since it was formed? A.—None. 

Q.—Read that list, giving me the 
amount of stock of each, and telling 
me what connection the peuple men- 
tioned have with your Life Company 
directly or indirectly? A.—Rev. Mr. 
Yager, he has $1,600. 

Q.—Of stock in the Ontario Securi- 
ties? A.—Yes. I have only met him 
once; I do not know him personally ; 
no connection whatever with the Con- 
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tinental Life. He is a Methodist 
Minister I think in Zurich. 

Q.—He is not connected in any way 
with any of your directors? A.—None 
whatever. 

Q.—What member of your Directors 
got him into the Ontario Securities? 
A.—I think he bought stock from Mr. 
Somers. 

Q.—Then the next one? 
myself; I have $18,000 stock. 

Q:—Paid up? A.—wNo, I paid: up 
$6,100. 

Q.—When did you subscribe for the 
$18,000 stock? A.—I subscribed for 
$20,000 originally and I sold $2,000 of 
it. 

Q.—And then when did you pay up 
the $6,100? A.—lLast year, 1905. 

Q.—By cash? A.—Yes, all by cash. 

Q.—Your own cash or the Continen- 
tal Life cashP A.—Out of my own 
private funds. 

Q.—Nothing to do with the Contin- 
ental Life? A.—Nothing whatever. 

Q.—No money raised by the assist- 
ance of the Continental Life? A.— 
Not a cent. 

Q.—And the balance of your stock 
remains as an unpaid liability against 
youP A.—yYes. 

Q.—What about Mr. Yager’s stock? 
A.—His is fully paid, I think; I am 
pretty sure it is. 

Q.—The stock of the Company is 
not being called up by regular calls, 
it is an optional matter to some ex- 
tentP A.—yYes, some was fully paid 
and some was only partly paid. 

Q.—And that portion of the stock 
that is partly paid is not all evenly 
paidP A.—No, some was paid more 
than others. 


Q.—Just depending upon the ar- 
rangement that is made? A.—Yes. 

Q.—Who is next? A.—Miss Flora 
McGill; she is a stenographer in our 
office. She was with the old Farmers 
& Traders, she has $500, and it is 
fully paid. 


Q.—Paid by herself? A.—Yes. 

Q.—Nothing to do with the Com- 
pany? A.—No. Sidney Jones, he is 
one of the Directors, he has $15,500, 
on which he has paid between $5,000 
and $6,000. Robert Jackson, he is a 
brother of Mr. J. A. Jackson, one of 
our Directors; he has $4,000. That is 
fully paid. 


Azis 


Q.—Is it his own, or your Director’s 
stock? A.—His own, paid by him- 
self, / 
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Continental Life, 
(G. B. Woods, Ex’d.) 


Q.—Mr. Jones’ stock was all paid 
by himselfP A.—yYes; all these people 
paid for their own stock absolutely. 

Q.—No connection with the Contin- 
ental Life? A.—No. Mr. Somers, 
$16,400; he has paid $6,000 and some 
hundred dollars. Mrs. Mary McGill 
is the mother of Miss McGill. She 
has paid in $1,000. She has $1,000 
fully paid stock. Mr. Scott is one of 
our Directors, he has $10,000, that is 
all fully paid. Mr. Emerson Coats- 
worth has $2,000, on which he has 
only paid $200 I think. Joseph Ros- 
ser, he has $5,000, on which he has 
paid 50 per cent. JI am speaking 
from memory, but I think these figures 
are accurate. The next is Mrs. Mc- 
Lean of London. She has $1,000 of 
fully paid. 

Q.—Who is she? A.—A lady in 
London; she has no connection with 
any of the Directors. She just bought 
the stock as an investment. The next 
is Mr. Fuller, $8,000. 

Q.—He is your Secretary? A.— 
Yes; he has paid, I think some $3,000 
or $4,000. 

Q.—Paid by himself? A.—Yes. 

Q.—Not by the Continental Life? 
A.—No. 


Q.—Nor advanced with the assist- 
ance of the Continental Life? A.— 
No. 


Q.—Or any of its directors? A.— 
Well, may say he borrowed the 
money from one of the Directors, to 
buy the stock with in the first place, 
he borrowed it from Mr. Somers, 
but nothing to do with the Continen- 
tal Life whatever; he is paying inter- 
est on the loan. Hon. John Dryden, 
he has $2,000, that is all fully paid. 
Mr. Mackay $1,000. He is one. of 
our agents. He has paid in $200. Mr. 
J. A. Jackson $5,000, that is fully 
paid. Dr. Aikens has $9,000, on which 
I think about $3,000 has been paid. 
There is $100,000 subscribed, and I 
think there is between $40,000 and 
$50,000 paid in cash. 


Q.—Has any other person on that 
list that you know of received assist- 
ance from Mr. Somers in connection 
with their capital stock than Mr. Ful- 
ler? A.—I do not think so. 

Q.—Have you? A.—No. 


Q.—You have not received any as- 
sistance from him? A.—None what- 
ever; I used my own private means 
to buy it. 
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Q.—Who of that list are the Direct- 
ors—Messrs. G. T. Somers, George 
B. Woods, Sidney Jones, Hon. John 
Dryden, J. W. Scott, Dr. Aikens, 
Joseph Rosser, J. A. Jackson—these 
are the Directors? A.—Yes. 

Q.—And have always been the Dir- 
ectorsP A.—No, Mr. Scott anal Mr. 
Rosser were made Directors last year. 

Q.—And all of these are Directors 
in the Continental Life? A.—Yes. 

Q.—Mr. Somers is the President 
of the Ontario Securities Company, 
Limited? A.—Yes. . 

Q.—You are the first Vice Presi- 
dent? A.—Yes. 

Q.—Sidney Jones is the second Vice 
President? A.—yYes. 

Q.—And Hon. John Dryden is Man- 
aging Director? A.—Yes. 

Q.—Where is the business of the 
Ontario Securities Company carried 
on? A.—In the Manning Chambers; 
they have an office there. 

Q.—They have a separate office from 
the Continental LifeP A.—Yes. 

Q.—And separate clerks and assist- 
antsP A.—yYes, no connection. 

Q.—Do you devote any of your 
time to the affairs of the Ontario Sec- 
urities Company? A.—No; when I 
say no, not in the day time I do not. 

Q.—Is there a salary connected with 
your position? A.—wNo. 

Q.—Or your interest in the Com- 
pany? A.—No. 

Q.—Is there with Mr. Dryden? A. 
—No, he got a bonus last year of $200 
or $300. There was no salary. 

Q.—What business then has the On- 
tario Securities Company carried onP 
A.—Organized the Sterling Bank for 
one thing. 

Q.—Anything else? A.—No; only 
buying and selling debentures; of 
course they are doing that right along. 

Q.—Those debentures are to some 
extent at any rate bought and sold 
with the Continental Life? A.—We 
have sold them some. 

Q.—Can you tell me to what ex- 
tent you have handled bonds and de- 
bentures that have gone through the 
Continental Life? A.—We have only 
sold a very few to the Continental 
Life; we have sold large blocks to 
other people. 

Q.—Can you say what percentage 
has gone through the Continental 
Life? A.—About 10 or 20 per cent. 

bably. 

MR. LANGMUIR: That is of the 
purchase of Debentures? 

MR. TILLEY: Of all the deben- 
+yxes you have “ald you have sold 


Continental Life, 
(G. B. Woods, Ex’d.) 


to the Continental Life that much? 
A.—Yes. 

JUDGE MacTAVISH: You mean 
that proportion of the whole business 
is done with the Continental Life4 
A.—Yes. We have bought from the 
Ontario Securities Company about 
$40,000 or $50,000 of debentures. Mr. 
Fuller can give you the exact amount. 
I know it is a small amount com- 
pared with the other business. 

Q.—I suppose you can let us have 
a statement showing, as we got in 
the case of another company, the de- 
bentures that you have handled and 
the relative prices you have charged 
to different companies? A.—yYes. 

Q.—To whom have you made your 
other sales besides the Continental 
Life—insurance companies? A.—We 
sold a block of sixty some odd thou- 
sand to Wood, Gundy & Co.; they 
are in the brokerage business. I sold 
them another block of $112,000 and 
we have sold others to Mr. O’Hara. 

Q.—Taking all these transactions 
such as you have indicated, who con- 
ducted the negotiations for those 
sales? A.—Mr. Somers and Mr. 
Woods. 

Q.—Who gives attention to the 
Ontario Securities Company? A.— 
Mr. Somers devotes nearly all his 
time to it, in fact he does devote 
his whole time’to the Ontario Securi- 
ties and the Sterling Bank. 

Q.—You would help selling those 
bonds? A.—Yes. 

Q.—On commission? A.—No. 

Q.—What remuneration would you 
get for the time you would spend 
at that workP A.—I get a dividend 
on my stock and a bonus at the end 
of the year if we have a good year; 
I get no salary. 

Q.—You mean to say you get a 
bonus relatively the same as_ other 
shareholders do, you get a bonus ac- 
cording to the results and according 
to the work you individually do? ‘A. 
—A bonus according to the actual 
results. 

Q.—Tell me what bonuses you have 
got from the company? A.—I got a 
bonus in 1905, that would be the 
first year of our active business, of 
$1,200 I think. 

Q.—What other directors of the 
Ontario Securities Company got bon- 
uses in that year? A.—Mr. Dryden 
got a bonus of about, I think it was 
$250 or $300. Although Mr. Dryden 
is Acting Manager he does not de- 
vote very much of his time to the 
business, 

Q.—I suppose you do a good deal 
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more than he does? A.—Yes. 

Q.—Any person else that got a 
bonus? A.—Yes, Mr. Somers got a 
bonus. 

Q.—How much? A.—About $1,000 
I think, and I think Mr, Fuller got 
a small bonus. 

Q.—How much? 
was $500. 

Q.—Any person else? A.—That 1s 
all. 

Q.—They are practically salaries? 
A.—They are not salaries, because if 
we do not make the money we would 
not pay a bonus. 

Q.—To that extent it is conditional, 
that is what is regarded as remun- 
eration for your services that you 
are fairly entitled to before the 
other shareholders get anything? A. 
—Yes. 

Q.—What dividend did the share- 
holders get in the Ontario Securities 
Company? A.—They got 10 per cent. 

Q.—They got that in 1905? A.— 
Yes. 

Q.—When was your $1,200 voted? 
A.—The end of 1905 

Q.—About the same time as this 
arrangement came up for taking this 
Atlas security off the hands of the 
Continental Life? A.—It was after 
that. 

Q.—Was that something else that 
was discussed in the same _ transac- 
tion? A.—It was not mentioned; it 
was not even thought of so far as 
I was concerned, and I do not sup- 
pose it was thought of with any of 
the rest; no connection whatever. 

Q.—This document is produced, Mr. 
Woods, and is no doubt the one you 
were referring to, but it is not a 
formal agreement relating to the 
matter, but it is in the shape of a 
letter? A.—That is what I wanted 
to say, there was no agreement, but 
an understanding practically. 

Q.—It is in the shape of a letter 
in writing, addressed to G. T. Som- 
ers, Esq., Toronto: ‘‘Dear Sir—I 
‘fam willing you should release the 
“‘Continental Life Insurance Com- 
“‘nany from their agreement of 
‘ August 12th, 1903, in regard to the 
‘“‘pyayment of certain commissions on 
‘‘their premiums. 


A.—I think his 


“Yours truly, 


“J. A. Jackson, 
‘“‘“H. Wilberforce Aikens, 


J. W. Scott, 
“James Rosser, 
‘fA. Mackay, 


‘‘W. Vandusen, 
“George H. Woods, 
‘Sidney Jones.”’ 
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Continental Life, 
(G. B. Woods, Ex’d.) 


Q.—Did you obtain those signa- 
tures? A.—I had nothing whatever 
to do with it. 

Q.—I notice the document is not 
datedP A.—No. 

Q.—Do you know how long aga you 
signed itP A.—Just recently. 

Q.—How long ago? A.—After my 
return from Manitoba. 

Q.—When did you return from 
Manitoba? <A.—Last night. 

Q.—You signed it to-day? A.— 
No, yesterday. 

Q.—Do you know when the others 
signed itP A.—I have not the slight- 
est idea. Mr. Somers can tell you. 

Q.—You know of no other signa- 
tures at all being got to it? A.— 
No, I do not. 

Q.—Do you say Mr. Somers sign- 
ed this Exhibit 265 before this letter 
was signed by the other parties to 
that noteP A.—I don’t know that he 


signed it before some of those parties 


did; he signed it before I signed it. 

Saad you see him sign it? A. 
—No. 

Q.—When was it given to you? A. 
—It was not given to me at all. 

Q.—You produced it here? A.— 
Mr. Fuller gave it to me, he has 
had it in his possession. 

Q.—When did Mr. Fuller get it? 
A.—Some months ago I understand. 

Q.—Will you find out when Mr. 
Fuller got it? 

(The answers are given by Mr. 
Fuller until a change is indicated.) 

A.—I got that some time ago. 

Q.—How long ago? A.—A few days 
ago. 

Q.—Get down to days if you can, 
some little time, a few days, which 
is it now, days or hours? . A.—It 
was, I think, Tuesday of this week. 

Q.—Did you see it signed? A.— 
No, it was signed before I saw it. 
I wrote the thing a long time ago 
and it was signed then, I believe. 

Q.—You wrote it a long time ago? 
A.—Yes. 

Q.—When did you write 1t? Las: 
December. 

Q.—On whose instructions? A.— 
Mr. Somers said to draw it up and 
he would sign it. 

Q.—He told you that? A.—Yes. 

Q.—Had you been discussing that 
matter with Mr. Woods and Mr. 
Somers before? A.—Yes, it had been 
discussed. 

Q.—Any other parties to the con- 
versation? A.—Well, no, not par- 
ticularly that I know of. Dr. Aikens 
I think had been spoken to about it 
before. - 
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Q.—And the thing was just dis- 
cussed as to the advisability of put- 
ting through such a document? A.— 
Yes; and the advisability of the 
Directors assuming the affair them- 
selves. 

Q.—Tell me why the Directors 
thought they should assume it? A.— 
Just in order to relieve the com- 
pany of the liability. 

Q.—Just to prevent the company 
paying out money; it seems an odd 
transaction for a man to pay money 
out of his own pocket rather than 
have a company pay it; that was 


the only thing that was discussed? 


A.—Yes. 

Q.—Just to relieve the company 
of paying these commissions? A.— 

es. 

Q.—And you say you were told in 
December to make out this document ; 
and vou did it on the day it is dated? 
A.—Yes. 

Q.—15th December? A.—Yes. 

Q.—You gave it to Mr. Somers 
and you got it back on Tuesday of 
this week, did you go for it? A.— 
I asked him for it. 

Q.—Who told you to ask for it? 
A.—I wanted it produced because I 
knew it had been signed before and 
wanted it. 

Q.—Why did you want it? A.—I 
wanted it to keep among our records 
as the thing having been fixed up 
in that way. 

The Commission adjourned on Fri- 
day, June 22nd, at 4.10 p.m., to 
Monday, June 25th, at 10.30 a.m. 


FORTY-SIXTH DAY. 


MORNING SESSION. 
Toronto, Monday, June 25, 1906. 
CHARLES H. FULLER, sworn, 


examined by :— 

MR. TILLEY: Q.—You made some 
statements on Friday as_ to certain 
transactions between the Continental 
Life and the directors of the company 
regarding the Atlas Loan debentures 
just before adjournment; those state- 
ments you made at that time were all 
correct, were they? A.—Yes, I think 
so. What did I say? 

Q.—You made those _ statements 
when Mr. Woods was in the witness 
box, and of course you had not been 
sworn; I want you to confirm, now 
that you are sworn, that the  state- 
ments you made then were correct? 
As) Ge, 


Continental Life. 
(C. H. Fuller, Ex’d.) 


Q.—I am not referring to any parti- 
cular statement, but I want that 
phase of your evidence covered; that 
was the case, the statements you 
made at that time were correct in 
every particular? A.—Yes. 

Q.—How long have you been con- 
nected with the company, from its 
organizationP A.—No, since May 
Ist, 1900. 

Q.—In what capacity have you 
acted? A.—As Secretary. 

Q.—During the whole of that time? 
A.—Yes. 


% Q.—Have you been Actuary at all? 


A.—Yes, I have done the actuarial 
work, 

Q.—To what extent are you quali- 
fied to do it? A.—I am not qualified 
by examination, but I am qualified 
by study and practice. 


Q.—Would you like to hold yourself 
out now to a company seeking an 
actuary that you were capable to do 
the actuarial work? A.—TI think so. 


Q.—At any rate you think you 
are for a young company that has 
not yet commenced to pay out pro- 
fits? A.—Yes, I think I could man- 
age that part of it; I think I could 
eee a plan for allotting profits 
also. 

Q.—I have no doubt that you could 
formulate all the plans that some of 
them adopt; that would not be much 
of a compliment to you, at any rate? 
A.—I mean a plan that would be 
fairly correct. 

Q.—You were speaking about this 
document signed by Mr. Somers; it 


‘is dated 15th December, 1905 (Exhibit 


265)—you say you drew that on its 
date? A.—Yes. 


Q.—Under whose instructions? A.— 
Under Mr. Woods and Mri Somers; 
Mr. Somers said if I would draw it 
he would sign it. 

Q.—Did he put it that way at that 
time, or was it still something under 
discussion? A.—If I drew it he would 
sign it, was my understanding of it, 
that he had arrived at that decision. 

- Q.—Had any of the other parties 
to the transaction, any of the other 
directors signified their willingness to 
assume their share of the liability A. 
—They had signified their willingness 
that he should do that to some extent. 

Q.—Had any of them done it to the 
fullest extent A.—Dr. Aikens I 
think was willing, although: I don’t 
know that I could just go and swear 
he said he was willing, but I always 
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understood from his conversation that 
he was. 

Q.—Tell me what the conversation 
was about, what line did it take? A. 
—In talking over the matter it was 
suggested that a release of this agree- 
ment of payment of commissions be 
given. 

Q.—Who was the first to suggest 
that? A.—I think probably Mr. 
Woods. 

Q.—What was it that occurred that 
made that necessary or advisable in 
his opinion? A.—He did not want 
to pay us any more of that commis- 
sion. y 

Q.—Why? A.—I suppose to keep 
down expenses. 

Q.—Oh no, that was not the only 
reason, was it? A.—wNo. 

Q.—What was the reason’ that 
moved him? <A.—Wanted to get rid 
of this agreement altogether. 


Q.—Why? A.—Because Mr. Woods 
I suppose did not feel it was a very 
good thing to have the company 
under. 

Q.—Tell me why again, why not a 
good thing to have the company 
mixed up? A.—If that agreement 
were released and the directors  as- 
sumed the liability everything would 
be perfectly straight. 

Q.—Why were they in 1905 trying 
to get it perfectly straight, when 
they were satisfied to have it other- 
wise than straight in 1903 and 1904? 
A.—In 1903 the company was young 
then, and to show such a loss as that 
would I think no doubt have hurt the 
company’s business a good deal. 

Q.—It would have affected the 
company’s credit, it would have been 
a serious blow to the company to show 
that loss? A.—Yes. 

Q.—That is all the.more reason why 
the directors should have assumed it 
in 1903 than in 1905? A.—yYes. 

Q.—What I want to know is why 
should the company have been treat- 
ed more favorably in 1905 than in 
1903, what had happened in the mean- 
time? A.—Just it was discussed. 

Q.—What brought it up for discus- 
sion—the directors knew the loss that 
would be incurred long before Decem- 
ber 1905, didn’t they? A.—No— 

Q.—They knew there would be a 
substantial loss? A.—They knew in 
1905 there would be, about this time. 

Q.—What time was that? A.— 
About the middle of 1905, I think, 
they understood there would be about 
40 or 45 cents on the dollar paid by 
the Atlas Loan Company. 
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Q.—How soon did they learn that? 
A.—I really forget now, about the mid- 
dle of 1905. 

Q.—Was it that information that 
changed their minds about the plan? 
A.—A good deal, yes. 

Q.—What else besides that? A.— 
There was no other thing except the 
advisability of getting rid of the la- . 
bility for the company. , 

Q.—You cannot tell me anything 
that was discussed between them more 
than that? A.—No. 

Q.—You cannot say what argument 
Dr. Aikens used, or what argument 
Mr. Woods used? A.—No, I was not 
present at all the meetings. 

Q.—Were you present at some of 
them? A.—Yes. 

Q.—Who of the directors stood out 
against entering into this arrange- 
ment in 1905 that you knew of? A. 
—I don’t know particularly. 

Q.—Just look at their names and 
tell me? A.—It was not all discussed 
in the presence of all these gentlemen 
before me. 

Q.—Had you heard you would be 
able to size up the argument, which 
one made the strongest objection—if 
you are in doubt take either one of 
two or three? A.—I don’t know which 
made the strongest. 

Q.—Who of the list objected? A.—I 
don’t think any of them really ob- 
jected strongly to it. 

Q.—None of them objected strongly ? 
A.—No. 

Q.—Did any of them object at all? 
A.—It was talked of more in a kind of 
tentative way, you know. 

Q.—Just a casual conversation you 
mean? A.—yYes, in my presence. 

Q.—I want to know which one of 
these gentlemen objected, whether he 
did it casually or strongly or any other 
way? A.—I don’t see anyone here 
that really objected. 

Q.—None of them raised any argu- 
ment against it? A.—I don’t know 
of any one that did particularly. 

Q.—We have got it down now that 
they were all willing to enter into 
it? A.—Every one here was not con- 
sulted in my presence. 

Q.—What ones were consulted in 
your presence? A.—Mr. Jackson, Dr. 
Aikens, Mr. Jones. 

Q.—Any others? A.—Mr. Somers, 
of course. 

Q.—Any others? A.—Mr. Woods. 

Q.—Any others? A.—No, I think 
not. 

Q.—You.do not know the atti- 
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tude of the others, Mr. Rosser 
A.—No. 

Q.—Who saw him about it? A.— 
I saw him about it lately. 

Q.—Why did you see him lately? 
A.—It was in reference to getting 
this paper signed. 

Q.—Why did you ask him about 
it? A.—I just asked him if he would 
be willing to sign that paper con- 
senting to Mr. Somers releasing the 


agreement. 
Q.—Releasing the company? A.— 
Yes. 


Q.—What did he say? Ai Mr; 
Somers and he talked it over at the 
same time. 

Q.—When you saw Mr. Rosser was 
Mr. Woods with you? A.—No, Mr. 
Woods was in Manitoba. 

Q.—Was Mr. Somers with you? A. 
—Yes, Mr. Somers was. 

Q.—So that you heard the discussion 
with Mr. Rosser? A.—No, I did not, 
I just asked him about it and Mr. 
Somers 

—Mr. Fuller became slightly ill and 
his examination was discontinued. 

Mr. G. T. Somers was called. 

GABRIEL T. SOMERS, sworn, ex- 
amined by 

MR. TILLEY: Q.—You are a direc- 
tor of the Continental? A.—Yes sir. 

Q.—And ‘you have been a director of 
the Continental since it was formed? 
A.—Yes. 

Q.—And were you a director of the 
Merchant’s Life before that? A.— 
Yes. 

Q.—And you were one of the parties 
that had to do with the organizing of 
the Continental? A.—Yes. 

Q.—Just to establish the relationship 
of the parties at that time, tell me 
what directors of the Continental were 
directors of the Merchants LifeP A.— 
I could not tell you without looking up 
something to refresh my memory; I 
know Mr. Dryden was. 

Q.—And he is the President of the 
Continental? A.—yYes, you could tell 
from the books. 

MR. WOODS: I can give you that 
information; Hon. Mr. Dryden, Mr. 
Emerson Coatsworth, Mr. Somers, Mr. 
R. S. Williams, and Mr. J. B. Reid, 
who afterwards resigned. — 

MR. TILLEY: Q.—The Continental 
was a company formed by the persons 
who were directors of the Merchants 
Life? A.—No sir, it was not, it was 
formed entirely a new organization. 
hata by the same persons? A. 

oO. 

Q.—Why not?  A.—Because there 
are only some of the same persons. 
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Q.—Substantially the chief persons 
interested in the Merchants—Mr. 
Woods was an agent of the Merchants? 
A.—Yes. 

Q.—And the other persons who took 
a prominent interest in the Continent- 
al were the persons who were taking 
a prominent interest in the old Mer- 
chants Life? A.—There were some di- 
rectors of the old Merchants directors 
of the Continental; that is the only 
connection between the two companies, 

Q.—You became an original director 
anyway of the Continental, and then 
you became Vice-President ‘when? A. 
—I have not the date, but I would 
think about a year ago, perhaps a 
year and a half ago. 

Q.—When the Continental was form- 
ed were you carrying on business in 
Beeton? A.—Yes. 

Q.—As what? 
banker. 

Q.—When did you give up business 
there? A.—I would think about be- 
tween two and three years ago. 

Q.—And you sold out, I suppose, 
your business at that time? A.—To 
the Traders Bank, about three years 
ago I should think. 

Q.—Then you came to reside in Tor- 
onto? A.—Shortly after that, yes. 

Q.—What business did you engage 
in in Toronto? A.—I am interested 
in the grain business here, which I 
was also interested in in Beeton. We 
have some twenty points in Ontario 
at which we buy grain. That has been 
my principal business since I came 

ere. 

Q.—Has the grain business been 
your principal business, do you say? 
A.—Yes. 

Q.—What else has eae your 
attention in Ontario? A.—The On- 
tario Securities Company. 

Q.—That is a company formed, as 
Mr. Woods told us by the directors of 
the Continental, or some of the di- 
ectors of the Continental ? A.—Yes, 
that would be right, I think, to say 
by a number of the directors of the 
Continental. 

Q.—It cannot be otherwise de- 
scribed than as a subsidiary company 
of the Continental so far as the 
persons interested and the directors 
goP A.—So far as the directors are 
concerned. 

Q.—The Ontario Securities Com- 
pany is a large shareholder in the 
Continental? A.—Yes. 

Q.—Holding how many shares? A. 
—I could not tell you without mak- 
ing reference to the books. 


A.—As a private 
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Q.—I would like to get the informa- 
tion as we go along? A.—658 shares. 

Q.—And that would be partly paid 
stock the same as the other  share- 
holders? A.—Partly paid. 

Q.—That was part of the new issue, 
was it? A.—Well, there is some of 
the new issue and some not of the new 
issue, 

Q.—What stock did it get not of the 
new issue—had it bought stock from 
other shareholders? A.—There was 
some stock bought from other share- 
holders. 

Q.—That is shareholders that were 
offering their stock? A.—Yes. 

Q.—And then they subscribed for 
some new stock in addition? A.— 
Yes. 

Q.—Was it in connection with that 
subscription for stock that the On- 
tario Securities Company was formed? 

.—No. 

Q.—Had nothing to do with that 
any more than that was one of the 
incidental matters? A.—Just tormed 
purely as a business proposition. 

Q.—In August 1903 you entered in- 
to this arrangement regarding the 
Atlas Loan Company debentures? A. 
—Yes, that date of the agreement. 

Q.—Who conceived that agreement? 


A.—I would imagine that it came 
principally from Mr. Woods. 
Q.—Who is Mr. Woods? A.—The 


manager of the company. 

Q.—Any person else? A.—The soli- 
citors I presume. 

Q.—Who? A.—The solicitors who 
acted at the time—do you with the 
names of the solicitors? ; 

Q.—Yes? A.—Messrs. Rowell, Reid 
& Wood. 

Rog was not Mr. Coatsworth? A. 
—No. 

Q.—He was the solicitor of the 
company? A.—Yes sir, he was’ the 
solicitor of the company. 

Q.—Besides the solicitors and Mr. 
Woods, the Manager, who else was a 
party to the developing of this agree- 
ment? A.—Will I read the names of 
the parties? 

Q.—No, I want to know who it was 
that evolved the idea. 

JUDGE MacTAVISH: Wh) nego- 
tiated it? A.—TI think the parties all 
met and discussed the matter and ar- 
ranged it. 

MR. TILLEY: I am not - asking 
about who arranged it, I want to 
know whose idea is it you have here? 
A.—The solicitors’ idea. 

Q.—Tell me what it was that the 
agreement was to accomplishP A.— 
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What you are referring to of course 
is the Atlas Loan; would you like me 
to— 

Q.—I would like you to answer my 
question? A.—I would like to make 
a statement. 

Q.—I will give you a chance to 
make a statement when you answer 
my question; I want to know now 
what purpose was intended to be 
served by the agreement? A.—The 
purpose intended to be served by the 
agreement is exactly as set forth in 
the agreement, to take these deben- 
tures and hold them in trust by my- 
self for the directors until it was as- 
certained whether there would be a 
loss on them or not. 

Q.—Was it intended by the trans- 
action to in any way benefit the Con- 
tinental Life? A.—Yes. 

Q.—How was the Continental Life 
to be benefited? A.—If the announce- 
ment had been made in the papers 
at that time that the Continental 
Life had lost $30,000 through the 
Atlas Loan it would have been an in- 
correct statement. 


Q.—Why? A.—Because the loss has 
developed now not to be $15,000, and 
it would have made the company’s 
business very difficult to get, and I 
consider the company have saved from 
fifteen to twenty per cent. in the 
pushing of business through this agree- 
ment, which it would otherwise have 
cost them. 

Q.—The object that was to be 
served by the agreement was to pre- 
vent it being known the true condi- 
tion of the Atlas Loan Company loss? 
A.—No, I won’t go that far. 

Q.—How far will you go? A.—At 
the time of the Atlas Loan less we were 
advised by counsel that these deben- 
tures were a preferential claim on the 
assets of the company and that there 
would be no loss, and it is so stated 
on the face of the debentures that 
they were a first claim on the assets 
as well as the mortgages of the com- 
pany. 

Q.—Did you or did you not believe. 
that you would haze no loss? A.—We 
were led to believe that. 

Q.—I am not asking you that ques- 
tion, I am asking you whether you 
did or did not believe there would be 
no loss? A.—TI think that would be 
very difficult to answer. 

Q.—No; I want your own individu- 
al belief? A.—As to whether I 
thought there would be a loss or not? 

Q.—Yes, that is a simple question? 
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A.—I was not prepared to say wheth- 
er there would be or not. 

Q.—I want to know what you 
thought about it at that time, you 
would not go into all this transac- 
tion unless you had some idea of it?. 
A.—This transaction as far as_ the 
wording of it was concerned was sim- 
ply a matter of protection for the 
future in the event of there being 
one. 

Q.—I am asking you whether you 
thought there would be a loss? A.— 
I was under the impression there would 
be no loss, and I was prepared to fight 
it through the Court. 

Q.—But you were not willing to 
come out boldly and say, ‘‘We hold 
the securities, but there will be no 
loss???’ A.—For the reason I before 
stated. 

Q.—So that the object to be served 
was to prevent the real condition be- 
ing known—will you go that far? A. 
—No; there was no deceit in the mat- 
ter whatever so far as I understand 
it. I am prepared to make a state- 
ment to prove that. 

Q.—Were you prepared at that time 
to tell the shareholders, the policy- 
holders and the insuring public that 
there would be that loss on the Atlas 
Loan Company’s bonds as shown by 
this document? A.—If I had been 
asked so I would. 

Q.—I suppose you would not have 
told an untruth? A.—wNo, if I had 
been asked. 

Q.—You were not disclosing that? 
A.—No, 

Q.—And that was part of the ob- 
ject you had in view that it would 
not be disclosed? A.—The object in 
view was not to injure the company’s 
standing. 

Q.—That was part of the object you 
had in view, so that in the natural 
order of events it would not be dis- 
closed? A.—I simply give my answer, 
that the object in view was to prevent 
the company suffering from misappre- 
hension by the public. 

Q.—So that you thought the best 
way was not to let the public know so 
that they would not misinterpret it? 
A.—We could not state a loss had 
been made which had not been made. 

Q.—Answer my question; did you 
think it best that the public should 
not know anything about it for fear 
that the public should misinterpret 
the transaction? A.—For fear they 
should misinterpret it, yes, I think 
that would be so. 

Q.—Leave off the reason; you come 
back to what you said before, you did 
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not want the public to know? A.— 
I want to be perfectly frank with you, 

Q.—That then was the object, that 
the ‘public, the policyholders or the 
shareholders should not know? A.— 
Should not be misled by a wrong im- 
pression ag to our loss. 

Q.—And you feared there would be 
a oe impression if they knew? A. 
—Yes, 

Q.—Therefore ‘‘Do not let them 
know?” A.—If the amount was men- 
tioned at that time it would be a 
wrong impression. 

Q.—‘“‘Therefore do not let them 
know?” A.—I think that is implied. 

Q.—I thought it was, but you 
seemed to be anxious not to make the 
inference? A.—You want me to say 
something which I do not think I 
should say, that is all. 

Q.—Because it is not in accordance 
with the fact, or because you think 
it is not policy to say it? A.—No, 
I wish to be perfectly frank. 

Q.—That being the object then the 
means to attain that object had to 
be considered? A.—Yes. 

Q.—And I suppose that that was the 
object that was in your mind before 
you commenced to discuss the draw- 
ing up of these papers at all, that was 
the object you had in view, before 
the terms of the transaction or the de- 
tails of the transaction were settled 
upon? A.—The object we had in view 
as I stated before was to protect the 
company. 

Q.—Never mind going back to what 
the object was, but whatever that ob- 
ject was you had it in view before 
you outlined these documents? A.— 
Yes, most decidedly. 

Q.—Then you say the documents 
were partly the suggestion of Mr. 
Woods? A.—Yes, and the solicitors. 

Q.—They were not yours? A.—No, 
I was a party to it. 

Q.—I do not understand your an- 
swer there to be an attempt to evade 
your share of the responsibility or 
credit for it; how many documents 


were prepared in all? A.—At that 
time. 

Q.—Yes? A.—Two documents were 
prepared. 


Q.—One of them Exhibit 261? A. 
—tLast agreement mentioned between 
Life Insurance Company and myself, 
and the other an agreement between 
the directors and myself. 

Q.—That is this agreement? A,— 
Yes. ! 

—lLast agreement mentioned between 
Mr. Somers and the directors marked 
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as exhibit 267. 
tuted. 

Q.—This agreement Exhibit 267 is 
dated 24th August, 1903, that is some 
12 days after the document whereby 
you purported to agree to buy the 
debentures; do you remember whether 
both documents were signed at the 
same time? A.—I am inclined to 
think so; I could not say from mem- 
ory. 

Q.—Do you know whether the first 
one of the 12th August which you sign- 
ed was delayed until the other was 
completed? A.—I could not say, I 
would imagine so. 

Q.—Do you remember whether this 
first document was presented to you 
to be signed without the second one, 
and you refused to sign it until you 
got the second? A.—No, I do not 
think so. 

Q.—That was not the way of it, it 
was always understood the other di- 
rectors were to come in tooP A.— 
There is no question about that. 

—Mr. Tilley reads Exhibit 267. 

Q.—I notice that Robert S. .Wil- 
liams’ name is struck out of this’ docu- 
ment; do you remember why his name 
was struck out? A.—Mr. Williams 
had a paralytic stroke or some serious 
illness, and it was thought not advis- 
able owing to his low condition. 

Q.—Other than Mr. Williams, is 
there any director that is left off this 
agreement? A.—I don’t think so. 

Q.—So that all the directors except 
Mr. Williams were parties to the 
transaction? A.—Yes. 

Q.—All these directors signed and 
when it says these parties advanced 
the money I suppose that means they 
all signed the note? A.—It means 
they all signed a promissory note for 
that amount. 

Q.—This is not a copy of the ori- 
ginal note that was given; but is a 
copy of the renewal note, Mr. Cargill 
having died between the date of the 
original note and the renewal note, 
so that his name does not appear; 
otherwise I suppose this note is the 
same in terms as the original note? 
A.—The amount is different; the 
names are somewhat different on it 

Q.—Can I get a copy of the old 
note, the original note? A.—I can 
tell you those who were on the other 
note. The names on that agreement 
were on the other note otherwise it 
would be the same. There are two 
or three names on this not on the 
other one, Mr. Rosser and Mr. Woods. 

Q.—Mr. Woods was not a party to 
this agreement? A.—No. 


A copy to be substi- 
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Q.—He was not a director at that 
time? A.—No. 


Q.—Was Mr. Rosser a director A. 


—wNo. 
Q.—He became a director after- 
wards? A.—Yes. 


Q.—Mr. Cargill is off and Mr. 
Woods and Mr. Rosser are onf A. 
—Yes; I think there are two off. are 
there not? 


Q.—Mr. Williams never was on? A. 
—That probably accounts for it. 

Mr. Tilley reads renewal note re- 
ferred to which was filed as exhibit 
268. 

Q.—Did you arrange for the trans- 
action at Beeton? A.—For this, yes 
sir. 

Q.—Who did you make the arrange- 
ment with? A.—The Traders Bank. 

Q.—You would not make it I sup- 
‘pose in that way, who did you make 
it with? A.—It would be the man- 
ager at Beeton. 

Q.—When did you arrange it, be- 
fore the documents were executed? 
A.—It was about the same time that 
they were being executed. 

Q.—That is as part of the arrange- 
ment under which they were all sign- 
ed? A.—Yes, it was some time about 
the same time. 

Q.—And no doubt you communi- 
cated to the parties the arrangement 
‘that you were making so that they 
would sign? A.—No, it was not de- 
termined at the time that the note 
was Signed that it would be done at 
the Traders Bank. 

Q.—But you assured them you 
would be able to carry it through in 
that way some place? A.—I knew I 
could carry it through with a note 
like that. 

Q.—I ask you whether you assured 
them? A.—I don’t think they would 
question me on that, they wouid take 
for granted that I could. 

Q.—I want to know whether that 
was the understanding that you were 
going to finance the transaction? A. 
—Yes. 

Q.—And they would not be asked to 
put up any money in actual cash? 
A.—That was not mentioned at all. 

Q.—What was involved in your 
financing it? A.—If I had to put up 
money in actual cash of course they 
would re-imburse me pro rata. 

Q.—Was that arranged that if you 
had to put up money in actual cash 
that they would reimburse you pro 
rata? A.—I don’t think that was 
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stood. 


Q.—Did you suggest you might have 
to put up money in cash? A.—No, 
because at that time we did not know 
there would be anything. te 


Q.—What arrangement did you 
make with the manager at Beeton? 
A.—Simply for him to discount that 
note for me at 4 per cent., and I also 
made an arrangement whereby the 
Continental would transfer part of 
their deposit, which was in the bank 
in Toronto to the Bank at Beeton. 

Q.—How much of their deposit at 
Toronto? A.—$30,000, for which 
they were to pay the same rate they 
were getting in the bank here. 

Q.—And they were to deposit in 
Beeton $30,000? A.—Yes. 


Q.—There is no virtue of course in 
the expression you used about trans- 
ferring it from Toronto, they were to 
keep $30,000 in Beeton, that is the 
sum and substance? A.—Not neces- 
sarily, if they did not keep it there 
we would have had to pay more in- 
terest on the note probably. 

- Q.—Under the arrangement you 
te they had to keep it there? A.— 

oO. 

Q.—You were getting four per 
cent.? A.—Yes, and if the money was 
chequed out we would have had to pay 
5 per cent, 

Q.—Under the arrangement you 
made to get four per cent. you had 
to keep it there? A.—They were to 
obtain that rate of interest. 

Q.—And it was understood he want- 
ed that rate of interest? A.—Yes. 

Q.—And you stipulated for that 
rate of interest? A.—Yes. 

Q.—And therefore it was stipulated 
that the $30,000 should stay at Bee- 
ton? <A.—Not necessarily that it 
should stay. The two transactions 
were entirely on their own footing. 

Q.—The getting of the four per 
cent. and the keeping of $30,000 were 
not on two separate footings? A.— 
Yes, they were entirely on two separ- 
ate footings. 

Q.—The getting of the four per cent. 
rate and the keeping of $30,000 there 
were distinct, you could get one with- 
out the other, do you say? A.—One 
was a deposit of $30,000 by the Con- 
tinental solely for its own use, and 
the other was a note signed by thir- 
teen responsible people, some of whom 
were millionaires, and which any of 
them would be pleased to cash at four 
per cent. 
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Q.—I am asking you if the arrange- 
ment as to the four per cent. interest 
rate was not embodied with the agree- 
ment to keep $30,000 thereof? A.— 
I told you that in my first statement. 

Q.And you told me something else 
rea second? A.—TI am sorry if lI 
did. 

Q.—Having made that arrangement 
it was understood that $30,000 was to 
be kept at Beeton? A.—Yes, to be 
kept there at that time; it was sup- 
posed to be a very temporary tran- 
saction. 

Q.—Why was it temporary, because — 
the Atlas Loan Company would be— 
A.—Because we expected to realize the 
full amount of these debentures. 

Q.—By what, the winding up of the 
Atlas Loan? A.—Yes. 

Q.—So that it was thought to be 
temporary, but to the extent that it 
was to remain there at all it was to 
remain in the way you have said. You 
had paid out from that account, or 
the Continental Life—you had paid 
out on he 20th February, 1904, $2,- 
504.86? A.—Yes. 

Q.—That would be the date of this 
renewal note that you gave us? A.— 
I am not sure as to the date of that. 

Q.—The 20th February, 1904? A.— 
Well, that would be right then. 

Q.—So that the renewal note was 
made for less than the original note, 
I suppose? A.—Yes. 

Q.—How did that payment come to 
be made at that time, Mr. Somers? 
A.—That was made on account of the 
21 per cent. commission. 

Q.—Bnt why was it made? I am 
not asking you what it was charged 
for. There is a reason for everything 
that was. done throughout this. What 
was the reason for that? A.—I 
couldn’t give you any further reason 
than simply that it was as per that 
agreement. 

Q.—Why was that taken out of that 
deposit in Beeton, why was not the 
transaction continued as it was? A.— 
At the same amount? 

Q.—Yes. A.—I couldn’t give you an 
answer to that I am sure. 

Q.—It was credited, of course, on 
a note that you gave the bank? A.— 
It was taken off the original note. 

Q.—So that it was a reduction. I 
suppose that the Continental Life In- 
surance Company knew then that there 
wag going to be a loss on those de- 
bentures? A.—Yes, I think probably 
in 1904 it was understood. If you re- 
member it was taken through the 
courts here and I think the Master 
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held that these were not a preferred 
claim. 

Q.—So then you knew there was go- 
ing to be a loss A.—It was supposed 
at that time that there was to be a 
loss, yes. 

Q.—So that would be in the early 
part of the year 1904 that was dem- 
onstrated? A.—I am not just sura 
of the date but I presume it was 
about that time. 

Q.—At the time this payment was 
made, you knew it then? A.—I would 
think so. 

Q.—They would not have put 
through a transaction charging that up 
to commissions at that time if you 
did not know there was going to be 
a loss? A.—No, not unless they ex- 
pected a loss. 

Q.—So that you were sure of a loss 
at that timeP A.—Yes. 

Q.—Now the other payments, I sup~ 
pose, are paid in respect of interest 
and so on? <A.—Some of them are 
dividends from the Atlas Loan, some 
surrender value of the Murch pol- 
icy. 

Q.—But there is no payment in 
connection with that account that is 
not explained by the history of the 
transaction, there is no _ exceptional 
payment until you come to a $10,000 
when it is paid down? A.—$9,860.38, 
that is a dividend paid by the Atlas. 

Q.—December 21st, 1904, why did 
$10,000 go out of that account? A.— 
I don’t know. That is a Continental 
Life transaction. 

Q.—And you are a director and 
Vice-President of the Continental 
Life? A.—That would simply pe a 
chequing out of $10,000. 

Q.—That could not be done under 
the arrangement you had without rais- 
ing the rate of interest. Did you 
choose to raise the rate of interest? 
A.—I presume that the amount of the 
note was down to that at that time. 

Q.—By payments made by whom? 
A.—By these dividends. 

Q.—What dividends had been paid? 
A.—This is a statement. 

Q.—That explains it if that is the 
case, that in the meantime dividends 
had been paid by the Atlas Loan 
Company so that the note would be 
reduced by that amount? A.—Yes. 

Q.—And you would have this $10,- 
000 free? A.—We would have $10,000 
relieved, I presume. 

Q.—It would not have to be kept 
there under the arrangement you 
made? A.—No, it would not. 

Q.—Sothat that $10,000 coming away 
on December 31st, 1904, just indicates 
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that the money was being kept there 
to carry out the arrangement that you 
had originally made that you would 
keep it there as long as you were 
getting the 4 per cent? A.—Yes. 


Q.—And I suppose your arrangement 
would be that you would have to keep 
a deposit equal to or more than the 
note? A.—Otherwise pay the addi- 
tional interest. 


Q.—As you reduced the note by these 
dividends you would be able to take 
away the money from the bank at 
Beeton? A.—Yes. 


Q.—And as fast as you could take 
it away you did? A.—Well, not quite 
as fast but pretty near. ( 

Q.—You didn’t want the money stay- 
ing up at Beeton did youP A.—No, 
I don’t suppose we did. 

Q.—And of course you would be re- 
ducing it as fast as you could because 
you were paying 4 and getting 3? 

.—Yes. 

Q.—It was costing the company one 
per cent. a year to carry through this 
transaction? A.—No, 3 per cent. was 
all we got from any bank. 

Q.—The company would be paying 
4? A.—The company were paying the 
one per cent, on the note, but three 
per cent. is what we got from all the 
banks and the money was just as well 
in Beeton as in Toronto. We had 
some six bank accounts. 

Q.—It was costing the company 
the difference between 4 and 8 per 
cent. to carry this transaction along? 
A.—It cose them one per cent. 

Q.—So the sooner the company 
could reduce the note, the sooner it 
would save the one per cent.? A.— 
When you say it was costing the com- 
pany, it has cost the company some- 
thing to carry it, butitis hardly fair 
to put it that it is costing the com- 
pany that, because the directors are 
assuming that themselves. | 

Q.—But that was the idea of the 
transaction, that it was costing that? 
A.—It has cost what I have shown 
you in that statement. 

Q.—The idea was that it was to 
cost the company one per cent. in 
respect of its financial arrange- 
ments? A.—At that time. © 

Q.—Then whose suggestion was it 
that some different arrangement should 
be made in 1905? A.—In 1905 it was 
clearly apparent to the directors. 

Q.—It was clear a year before that 
or a couple of years before that? A. 
—If you will give me that statement 
a moment, that is what I have the 
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dates on, and I will refer to it if you 
don’t mind. 

Q.—Certainly? A.—I think it was 
towards the latter part, in December, 
1904, that the large dividend was 
paid. That was the time that the 


compromise was made between the | 


debenture holders and the Atlas Loan. 
Up to that time we were fighting them 
and to prove that there was something 
in our contention we were allowed 
more than the amount which would 
ordinarily have been paid us. 

Q.—You did get a little preference 

over the depositors? A.—We got a 
preference as a compromise, an ac- 
knowledgment on their part that our 
contention had something in it. 
_ Q.—Or that there is always chances 
in a law suit? A.—No, we had coun- 
sel’s opinion on it and I suppose they 
were right. In December, /04, Iwe 
compromised that claim and took as 
a partial payment $9,860. That is 
December 30th, apparently. 

Q.—And on the following day you 
reduced the note at Beeton and took 
away $10,000? A.—I presume so. 

Q.—The account shows that? A.— 
I don’t wish to make that statement 
without looking it up. Then immed- 
iately after that or very soon after 
that we discussed the matter of dis- 
posing of the note. 

Q.—You knew the balance standing 
there was the company’s loss? A,— 
We knew there would be a loss. 

Q.—You knew the balance was about 
tthe loss? A.—No, there is still a 
dividend to come. 

Q.—Very small? 
find out. We haven’t got it. 

Q.—What do you anticipate it will 
be? A.—I haven’t any idea. 

Q.—Oh no, as the Vice-President 
and a director of the company you 
have been considering these matters? 
A.—I don’t think janyone has any 
knowledge. The matter is only up 
now to settle the charges. 

Q.—At the time you made the settle- 
ment you were able to figure out about 
where it would place youP A.--I 
haven’t any information. 

Q.—When you made that settle- 
ment between the depositors and de 
bentureholders, do you say that a 
statement of what the company would 
pay was not before all the parties to 
enable them to make the settlement? 
A.—I don’t think so. We could not 
ascertain the charges in the several 
law suits that had been incurred. 

Q.—You were given a rough idea? 
A.—It looked at that time as though 


A.—We cannot 
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there would be a loss of practically 
half the amount. 

Q.—50 ‘per cent. of the amount, 
that is sufficient? A.—There is no 
way of determining that. 

Q.—Having ascertained that there 
would be a loss of about 50 per cent. 
at the end of 1904, when was anything 
done? A.—During the whole of the 
year 1905 it was discussed among the 
directors. I am not in a position to 
name any particular director. I 
think the directors were practically 
unanimous that some plan should be 
made whereby this would be wiped 
out, and we thought under the cir- 
cumstances that it was up to the dir- 
ectors to do this. 

Q.—Why? A.—Because the matter 
had been carried on in the way in 
which it was and had been misled as 
to the debentures being a preferen- 
tial claim on the Atlas Loan. 

Q.—Misled by whom? A.—Misled 
by the statements on the debentures 
I presume, and by the opinion we 
had had. 

Q.—Honestly misled then? A.— 
Yes. 

Q.—Then why should the directors 
take it off the company’s hands? A. 
—Simply that we thought it was in 
the interest of the company to do so. 

@.—Do you purpose taking off 
every bad debt of the company? A. 
—We do in a case of that kind. 

Q —What makes this exceptional? 
A.—Simply because these papers had 
been entered into between us. 

Q. —That was the truth of the mat- 
ter That because you had put it 
throug in the way you had, you 
thought it was up to the directors to 
wipe out the debt? A.—Yes, and 
the directors purposed doing so. I 
might say would have done so right 
now only that this matter is before 


_ the Commission. 


Q.—That is the Commission has de- 
layed you, has it? It has rather pre- 
vented you? A.—I suggested some 
few days ago that we pay this off 
and get through with it, but we 
thought the matter coming before the 
Commission it was better to let them 
hear the full particulars of it and as 
soon as this inquiry is over it will 
be paid off immediately by the di- 
rectors, 

Q.—There has been a long time 
since December, 1904, when the 
transaction could have been complet- 
ed one would think? A.—Well, where 
there are so many parties to a trans- 
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action it is not very easy to get them 
all together, 

Q.—But all unanimous? A.—Yes, 
I think they are. They are so un- 
animous that I took it upon myself 
to sign that agreement before they 
had all signed the release. 


Q.—When did you sign that? A. 
—I think Mr.' Fuller prepared it 
about the middle of December. 

Q.—But there is a great difference 
between the aparent age of his and 
your writing? A.—Well, I don’t 
think I signed it till about the lst 
of the year, 1906. 

Q.—Will you say it was signed be- 
fore the month of June, 1906? A.— 
I think so. 

Q.—This present. month of June? 
A.—Oh yes, certainly. 

Q.—You are sure about that? A. 
—yYes, certainly. 

Q.—During all this time this thing 
has been canvassed and discussed by 
the directors? A.—Yes. 

Q.—And the directors have been in 
a discussion amongst themselves as to 
the proper thing to do having regard 
to the fact that the transaction would 
likely be disclosed before the Commis- 
sion? A.—When Mr. Fuller handed 
that to me I told him, I said ‘‘You 
may take it for granted that this is 
signed, I will sign it and release the 
company.” 

Q.—Why didn’t you sign this, that 
would be simpler almost than telling 
him that? A.—Well, I laid it on my 
desk and it lay there for some time. 

Q.—Waiting whatP A.—I_ don’t 
know any reason why it should have 
waited. I took it for granted that 
my word would be sufficient. 

Q.—Where is your office, right in the 
Continental Life building? A.—No, 
one of my offices is in the Board of 
Trade building. 

Q.—Where did you get this agree- 
ment, in your office in the Continental 
Life building? A.—I have no office 
in the Continental Life building. 

Q.—But the Ontario Securities has? 
A.—No, their office is in the Manning 
Chambers. 

Q.—I understood Mr. Woods to say 
it was the same office? A.—No, en- 
tirely separate offices. 

Q.—The Ontario Securities. Com- 
pany’s office is in the Manning Cham- 
bers and the Continental Life office is 
in the Manning Chambers? A.—They 
are both in the same building, an office 
building. They are entered from a 
hall way, there is no door between 
them. 
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Q:——It is; ; not “very. Tarseround. 
though? A.—Oh no, they are in the 
same building. 


Q.—Then you are the President of 
the Ontario Securities Company? A. 
—Yes. 


Q.—So that your office as President 
of that company would be right next 
door to the Continental Life? A.— 
Yes. 

Q.—Now do you spend much time at 
the Ontario Securities Company? A.— 
I do, considerable time. 

Q.—And I suppose this document 
was put on your desk there, not down 
at your Board of Trade office? A.—In 
the Ontario Securities, yes. 

Q.—And Mr. Fuller, I suppose, you 
would see many times a day? A.— 
Well, sometimes I wouldn’t see him for 
a week, 

Q.—But when you were in town and 
had anything to do at the Ontario 
Securities Company you would see him © 
about every time you were there? A. 
—I have been out of town over half 
the time since that agreement was 
drawn up. Perhaps three-quarters of 
the time. 

Q.—Then you cannot say anything 
more about why that was delayed? A. 
—Simply that I gave him my word 
and I didn’t think there was any 
question as far as that was concerned. 

Q.—No, I would not suggest any 
question when you gave your word, ex- 
cept that when you say you will sign 
it I don’t see any difference between 
that and signing it. Wasn’t it be- 
cause you wanted to get the other 
directors to sign something for you? 
A.—Well, if that had been so I don’t 
think I would have signed it before 
that was signed. I think that is clear 
enough on its face. 

Q.—No, I quite differ from you 
there, Mr. Somers. Was it not be- 
cause you wanted to get your under- 
standing completed with these parties 
who were liable with you before you 
would finally complete that negotia- 
tion, so that you would always have 
that to urge, you sign and I will sign, 
or you agree and I will sign, and 
meantime ‘“‘I am signing this all right 
for you,” but just put off? A.—No, 
there was no put off when I said I 
would sign it. That settled it as far 
as I was concerned. 

Q.—But these other parties on the 
note with you did not know that? A. 
—If they had not met their part of 
the liability I would have had to meet 
it for them, that is all. 
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Q.—Probably you would, but they 
didn’t know that? A.—Well, the legal 
aspect would I think be that. 


Q.—Were you not advised by your 
solicitors that if you released the Con- 
tinental Life that the effect in law 
would be that you would release the 
other persons on that note? A.—I 
knew that without my solicitor’s opin- 
ion. 

Q.—You did not discuss that with a 
solicitor? A.—No, I did not, because 
I quite understood that. 


Q.—Wasn’t that the reason that you 
didn’t want to put your name to that 
document until you had _ protected 
yourself to that extent? I am not say- 
ing it was improper; I should think 
it would be the most natural thing 
to do? A.—It would be a business 
transaction. Well, I have been tired 
of this thing hanging over and I told 
Mr. Fuller I would sign it. 

Q.—That would be all right, but 
would you not say, I will get them to 
sign first, because otherwise they will 
be all released? A.—I signed before 
a good many of them signed it. 

Q.—What ones had signed it? Jack- 
son had signed it? A.—I couldn’t say 
that any of them had signed. 

Q.—Do you know when any of them 
signed? A.—I know only a couple 
signed towards the end. Mr. Woods. 

Q.—When did he sign? A.—The lat- 
ter part of last week. 

Q.—Thursday evening or Friday 
morning? When did Sidney Jones 
sign? A.—After that. : 

Q.—On Friday? A.—Thursday night 
or Friday. 

Q.—Did you ever ask Jones to sign 
before? A.—No. 

Q.—Was there any discussion be- 
tween you about signing it? A.—I 
wouldn’t say that there was any dis- 
cussion. I took it for granted. I 
knew that he would sign it and Mr. 
Woods would sign it. I hadn’t any 
question about it. 

Q.—Mr. Vandusen? <A.—He signed 
it, I think, about two weeks ago. 

Q.—Had you any difficulty in getting 
him to sign ? A.—Not at all. 

Q.—Any promise made to him? A, 
—No, no promise at all. 

Q.—Is he to pay his share, one- 
tenth or what? A.—There is no ar- 
rangement, simply that we are going 
to wipe out that money ourselves. 

Q.—Have you some scheme on to 
make up the money to these parties 
the same as the Prudential Securities 
oad? SrA —_We had the scheme of put- 
ting our hands in our pockets and 
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putting up the money, that is the only 
scheme. 

.—How much money is Mr. Van- 
dusen to put his hand in his pocket 
for and take out? A.—His_ share. 
There is no decision of any kind, If 
anyone fails I will have to put it up 
myself, | 


Q.—You have not got anybody’s 
promise to pay his share? A.—No 
share about it at all, simply an under- 
standing that we are to pay it off, no 
share understanding at all. 


Q.—Mr. Rosser or Mr. Woods? A. 
—I think Mr. Woods may have men- 
tioned some amount that he would 
contribute, 


__Q.—How much? A.—I think his 
idea was that he would have about 
one-tenth of it, but there is noth- 
ing in writing. 

Q.—But there is something in his 
salary representing it? A.—Nothing 
at all. r 

Q.—Wasn’t his salary increased by 
reason of that? A.—No, it was not, 


Q.—He intimated to us that there 
was something discussed at the time 
his salary was raised? A.—That was 
the first time I ever heard of it, when 
I saw it in the evidence. It never 
Was suggested or mentioned in my 
presence before. 

Q.—Had you anything to do with 

the by-law raising his remuneration? 
A.—I am not quite sure but perhaps 
I may have moved it. 
’ Q.—Then' do you ‘mean that to 
answer the question that you do know 
you had something to do with the 
raising of his remuneration? A.—I 
know I was in favor of raising it. 

Q.—Whether you were actually a 
party to it or not? A.—The reason 
I give you is this, that another com- 
pany in the city had come to Mr. 
Woods and offered him $5,000 a year 
and I discussed the matter with some 
of the directors and we thought it 
would be unwise to let Mr. Woods 
go as he had been working on a very 
small salary, ranging from $1,000 to 
$2,750 and $3,000 which I think. was 
a good deal less than any other in- 
surance Manager was getting. 

Q.—Had the bonus that Mr. Woods 
got from the Ontario Securities Com- 
pany anything to do with that? A. 
—Nothing at all. 

Q.—Why did he get a bonus? A. 
—Simply for work that he had done. 

Q.—What work did he do? A.— 
He earned it out in the West on a 
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trip there doing business for the com- 
pany. 

Q.—What company? A.—The Con- 
tinental Life Insurance Company and 
on his way back he secured a block 
of Calgary debentures which I think 
would have netted the company about 
$1,800. 

Q.—What company? A.—The On- 
tario Securities Company. On his 
way back he got an offer for them 
and he was sufficiently good to turn 
those into the company. 

Q.—Which company? A.—The On- 
tario Securities. 

Q.—How much was the block? A. 
—I think it was 60 some odd thous- 
and dollars. 

Q.—Mr. Woods being out in the 
West got a block of Calgary bonds 
or debentures? A.—yYes. 

Q.—About $60,000? A.—Yes. 

Q.—And you say he got another 
offer by which he could have sold 
them? A.—Yes. 

Q.—And kept the profit do you 
mean? A.—He could have sold them, 
turned them over on his way here and 
kept the profit. 

Q.—But that was part of the object 
of his trip to the West? A.—His 
trip to the West was to look after 
the appointment of a general agent. 
We had some trouble there. 


Q.—And see about investments in 
the West for the Continental Life? 
A.—No, they were not mentioned at 
that time. 

Q.—Why not, do you mean to say 
that the general manager of an in- 
surance company would go through 
the west just to appoint an agent 
and not be inquiring as to investment 
conditions there and the chances of 
getting debentures and bonds and so 
on and mortgages of real estate? A. 
—No, I don’t. 

Q.—Was he doing it? A.—I under- 
stood his business there was in con- 
nection with the insurance. 

Q.—How long was he away? A.— 
I couldn’t say. A very short time. 

Q.—He came back and turned these 
over to the Ontario Securities Com- 
pany? A.—yYes, we got the benefit 
of them. 

Q.—At the price he agreed to pay? 
A.—yYes, I don’t think that they came 
through us at all. I think the sale 
was made and we simply got the pro- 
fit. 

Q.—How much was the profit? A. 
—I couldn’t say without referring to 
the books. 
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Q.—Let us have the books; who can 
tell you? A.—We have a statement. 

Q.—Now I left that Atlas transac- 
tion just for a moment. I do not 
know that I am through with it yet. 
If you want to make that statement 
now I am willing. While we are on 
this I find that in 1905, July 18th, 
these city of Calgary debentures were 
purchased for $60,450? A.—The 
amount realized was $60,931.91. 

Q.—Were those bought and paid for 
before they were sold or were they re- 
sold before you had actually paid the 
money? A.—I don’t understand your 
question, 

Q.—I can get an option or an offer 
on bonds and go and resell them and 
not pay a dollar? A.—Well, he had 
an offer coming down, I think, from 
/Kmilius Jarvis & Co. if you want the 
name, 

Q.—I only want the names so far 
as I ask them. If I want them I will 
ask them. He got an offer while he 
was in the West, we were that far 
before? A.—While he was at Win- 
nipeg. 

Q.—He did not pay for them in 
Winnipeg? A.—No, I presume they 
were sent here and drawn against. 

Q.—Did he agree then to buy at 
Winnipeg or bring it down here just 
as an option still? Did he come 
down here and say, There are bonds 
out there that we can get? A.—I 
am not in a position to answer that. 

Q.—Why not? A.—Because I don’t 
remember it. 

Q.—You resold those bonds on a 
joint account as between your com- 
pany, the Ontario Securities and an- 
other firmP A.—yYes. 

Q.—The other firm not being con- 
nected with your institutions, either 
the Continental Life or the Ontario 
Securities Company? A.—No. 

Q.—Who paid for those bonds? 


- Did the Ontario Securities Company 


pay for them or did the persons to 
whom you sold them on joint ac- 
count? A.—I don’t remember. 

Q.—I wish you would find out? A. 
—I will, if Mr. Hastings will bring 
the books along here. They were 
taken up by the parties to whom they 
were sold. 

Q.—They were resold before any 
money was paidP A.—Yes. 

Q.—Or an arrangement was made 
with Wood-Gundy that they should 
take them on joint account with the 
Ontario Securities Company and their 
own account? A.—Yes. 
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Q.—And they paid the money? A. 
—They advanced it. 

Q.—And it was understood that 
they should finance it? A.—I pre; 
sume so. 

Q.—Was that the first lot of de- 
bentures the Ontario Securities Com- 
pany ever got? It seems to be ac- 
cording to this sheet? A.—Well, that 
statement, whatever is there, this 
sheet I think contains the total list 
of debentures handled by the com-, 
pany. 

Q.—Those debentures have since 
been resold? A.—Yes. 

Q.—At a profit? A.—Yes. 

Q.—Have you got all the profit now 
or are part of them on joint account? 
A.—I think they are all cleared up. 

Q.-—Will you be sure of that? A.— 
They were sold before they were de- 
livered. 

Q.—Were they sold by Wood-Gundy 
before they were paid for? A.—Well 
Wood Gundy financed them. 

Q.—I know they did, but I want to 
know whether they had themselves in 
turn resold them before they made this 
arrangement with youP A.—I couldn’t 
tell you that. 

Q.—Can Mr. Fuller tell you? They 
were arranged to go to their ultimate 
destination and the profit was all as- 
certained before anything was paid on 
them, is that right? 

MR. FULLER: I think so. The 
exact amount of profit would not be, 
but pretty near it. 

Q.—That left a profit of $1,400? 
A.—Yes, something like that. 

Q.—As the Ontario Securities Com- 
pany’s share of that profit, and Wood 
Gundy would get their profit besides? 
I want to know if that is their half? 
A.—This is the division here. 

Q.—$830.96 yours and $589 Gundy’s. 
So the Ontario Securities Company got 
$830.96. Now was it in respect of that 
transaction that you say Mr. Woods 
had done so much for the Ontario 
Securities that you should let him have 
a bonus of 1,200P A.—No, that was 
one. 

Q.—What else did he do? A.—He 
done some work for them, working 
after hours. 

Q.—What work could be be doing 
for you, are there any other deben- 
tures here that he got for youP A.— 
That he assisted in getting? 

Q.—Yes, that is a better way to put 
it. A.—I imagine they would be. 

Q.—What ones, will you pick them 
outP A.—Chatham, I think, was one. 
The City of Chatham $109,000 alto- 
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gether. He happened to know some 


‘of ‘the people there. 


Q.—We have got City of Calgary 
and City of Chatham. Now will you 
name any others? A.—St. Catharines 
was another, $35,500. 

Q.—And any others? A.—I don’t re_ 
member any others. 

Q.—Go over it carefully and take 
your time? A.—I am not in a posi- 
tion to state whether there are any 
others. 

Q.—When did he get the City of 
Chatham debentures or know about 
them? A.—About the date on that 
statement I should think. 

Q.—That would be July, 1905; that 
would be the first date that is here? 
A.—I presume so. They would be all 
in one block. 

Q.—These cost .55 and interest? A. 
—Yes. 

Q.—And these again were sold in 
this way, on joint account with Wood 
Gundy $70,000 of them. Subsequently 
when the next lot came in on joint 
account with Wood-Gundy, $10,000, 
making the first two instalments of 
bonds that you got? A.—Well, they 
all came together. I think that is 
the way we have sold them. - 

Q.—You think they all came to- 
gether? Can you find that out? A.— 
I am pretty sure. 

Q.—Were they paid for together? 
A.—I am pretty sure they were. Yes, 
all one lot. 

Q.—Did the Ontario Securities Com- 
pany carry them for a time or did 
Wood Gundy carry them? A.—We 
carried them all. 

Q.—Until you sold them? A.—Yes. 

Q.—Now you sold on July 26th and 
when did you, the Ontario Securities 
Company, get the Chatham bonds? 
How is it Mr. Fuller knows more about 
these than you do? A.—I have not 
been very actively engaged in looking 
up that class of work. 

Q.—You are devoting your time in 
connection with Securities Company 
business, and Mr. Fuller in connection 
with the Continental Life. How does 
it come that Mr. Fuller knows about 
it? A.—July 26th, 1905. 

Q.—Is Mr. Fuller assisting the On- 
tario Securities Company? A.—He 
gives any information they want. 

Q.—Does he attend their books? A. 
—No, Mr. Hastings does. He used 
to at one time. 

Q.—He has stopped now? A.—Yes, 
for some little time. He used to in 
the early stages of the company. 
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Q.—When their transactions would 
be smaller? A.—Yes. 


Q.—Then let us consider this $70,- 
000 that they sold on joint account 
with Wood-Gundy. Do you know 
whether they had been resold before 
the transaction was put through? A. 
—I don’t think so. That many bonds 
would be sold at one time. 

Q.—Have Wood, Gundy & Co. clear- 
ed out that lot that they took on joint 
account? A.—$70,000 went at that 
time. There would be $39,000 or near- 
ly $40,000 that were not. 

Q.—Now your profits were known on 
that 70,000 or approximately known, 
at the time when you took the whole 
bond issue? A.—Not at the time, no. 
When we tendered there was nothing 
at all then. 

Q.—At the time you got them? A. 
—At the time they came here. 

Q.—Did you make a tender for 
them? A.—Oh, yes. 

Q.—Who made the tender? A.—lIt 
would be the Ontario Securities Com- 
pany. 

Q.—Are you sure or was it the Con- 
tinental Life? A.—yYes, it was the 
Ontario Securities. 

Q.—Was it some person? A.—TI will 
perhaps find a copy of it. I am not 
familiar with the bonds at all. 

Q.—Mr. Fuller can tell us perhaps; 
I am very glad to have you get your 
information. Mr. Woods and Mr. Som- 
ers went up to Chatham about the 
bonds Mr. Fuller tells me. Now, I 
suppose, when you go to Chatham you 
don’t distinguish whether you are go- 
ing as Continental Life director or 
Ontario Securities Company, do you, 
except by who pays the bill? A.—I 
was at Chatham at that time myself. 

Q.—What doing? A.—I went up 
there to see about these securities. 

Q.—And Mr. Woods was there too? 
A.—Yes. 

Q.—And he went up about the de- 
bentures? A.—I suppose so. 

Q.—You went together? A.—Yes. 

Q.—And came back together? A.— 
Yes. 

Q.—Who paid the expenses of that 
trip? A.—I presume it would come 
out of our own pockets. 

Q.—Will Mr. Fuller look that up and 
see who paid the expenses? A.—TI 
don’t think anyone paid them. 

Q.—I suppose on this trip to Win- 
nipeg Mr. Woods expenses were paid 
by the Continental Life without any 
question? A.—I think so. 

Q.—Here is a transaction as ue 
$10,000 sold through Wood, Gundy & 
Co. in the same way. The profit on 
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that $70,000 was to each of you $385.- 
15 and they are closed out? A.— 
Well, I would rather get the infor- 
mation—it will place me in an awk- 
ward position because I am not fam- 
iliar with it. ® 

Q.—I hope Mr. Fuller will check 
you as we go along and I suppose 
you know as much as any person but 
Mr. Fuller? A.—I take it for grant- 
ed that those statements are correct. 

.—But does that :represent the 
whole profit on those bonds when they 
are all cleared out? A.—I think 
that represents the profit on them 
cleared out as they are. 

Q.—This $385.13 on the first and 
$43.41 each of you on the second lot? 
A.—Yes. 

Q.—Then the third lot go to the 
Continental Life from you. The On- 
tario Securities Company ‘take the 
whole profit $184? A.—Yes. 

Q.—If you had taken the same pro- 
fit as you did on the $10,000 what 
would you have got? You sold to the 
Continental to yield 44 per cent? A. 
—Well, you would have to ask Mr. 
Fuller. That is a matter of figuring 
up 
FON or, take the City of St. Cath- 
arines. How did you get those bonds? 
A.—We went to St. Catharines. 

Q.—The two of youP A.—Yes. 

Q.—And I suppose again the same 
question would come up whether you 
went as Continental] directors? A.— 
We did not. There is no question 
about that. We went for the Ontario 
Securities Company to ‘buy those 
bonds. 

Q.—The expenses-were paid by the 
Ontario Securities? Did Mr. Woods 
ZO around with you On many occas- 
ions to buy bonds? A.—He went 
with me on three or four occasions. 

Q.—What did you have to do with 
the Ontario Securities, of which you 
are President and devoting a good 
deal of time? A.—I devoted my 
time to the organization of the Ster- 
ling Bank. 

Q.—That does not show here? A. 
—No. 

Q.—The City of St. Catharines’ de- 
bentures were sold on joint account 
with Wood-Gundy againP A.—Yes. 

Q.—The first lot was $2,000 and 
the second $34,500? ‘A.—Yes, 

Q.—And the second lot was sold to 
them direct apparently, not on joint 
account? A.—Sold direct, apparent- 
ly. 

Vqtatha there was a profit there 
of $237.61? A.—Yes. 
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Q.—Now will you tell me why the 
Continental Life did not get the pro- 
fit on those Calgary bonds which Mr. 
Woods heard of when he was away 
on the Company’s business? A:—lI 
cannot tell you any more than I have 
told you, 

Q.—You have not told me at all 
yet. Mr. Woods was up there on the 
company’s business, his expenses paid 
by them, his salary paid by them; he 
gets track of debentures upon which 
a profit is arranged for before ever 
a dollar is paid out. Now why should 
not the company he is working -tor 
get the benefit instead of this other 
company of which the directors of 
the Continental Life are the owners? 
A.—It was not the Continental Life’s 
business to buy and sell debentures in 
that way but it was the Securities 
Company’s business. m4 

Q.—That was a perfectly good in- 
vestment for the Continental Life? 
A.—Perfectly good. 


Q.—Then if their agent is out there 
and arranges for debentures on which 
he can get a profit, which are within 
their investment powers, why should 
not that company whose salary he is 
receiving and whose money he is using 
for expenses, why should not that 
company get the benefit of that rather 
than this subsidiary company? A.— 
It did not cost the Continental Life 
anything extra in the obtaining of 
those debentures; they had not men 
to go around selling the debentures 
the same as we had. 

Q.—These were sold jbefore thay 
were bought? A.—Well, they were 
sold here in the city. 

Q.—Before they were bought? A. 
—Not before they were bought. 

Q.—Mr. Fuller says so practically? 
A.—No, I don’t think so. They were 
not sold before they were bought. 

Q.—Sold before a dollar was paid 
out? A.—They were turned over be- 
fore a dollar was paid out but some 
time after they were bought. 

Q.—How long after? A.—Some 
weeks anyway. 

Q.—I would like to know exactly. 
Let us bave the correspondence and 
see when that was. 

Q.—Is this the date of the pur- 
chase, July 18th? 

MR. FULLER: That is the date 
we got the $830 when the matter was 
settled up. 

Q.—Was there anything in_ the 
books of the Ontario Securities Com- 
pany regarding those debentures be- 
fore July 18th, 1905? 
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MR. FULLER: No. 

Q.—And at that date you got the 
money? A.—Yes, 

Q.—So that there was not an entry 
put in the Ontario Securities Com- 
pany’s books before the money came 
in? A.—No, I don’t think there was. 

Q.—Up to ‘that time you ebuld 
have put in either the Ontario Securi- 
ties Company or the Continental? A. 
—No, it had come before the Ontario 
Securities Company before that. 

Q.—Show me anything that shows 
they had taken any responsibility re- 
garding that item before they ar- 
ranged for their profit? A.—Well, 
there is no question we would have 
to. There would not be necessarily 
anything in the books. 

Q.—It would be arranged verbally 
by you or Mr. Woods? A.—Yes. 

Q.—Then why are not you just as 
much Continental as Ontario Securi- 
ties Company if there is a profit? A. 
—Their business is entirely separate. 

Q.—But entirely common till the 
profit is ascertained? A.—No, it is 
not. 

Q.—Tell me anything that showed 
that that was Ontario Securities Com- 
panty before that profit Was ascer- 
tained? A.—It was the Ontario Se- 
curities Company that purchased those 
debentures. 

Q.—Show me anything by letter 
or invoice or anything that shows 
that the Ontario Securities Company 
took the responsibility of those de- 
bentures before the profit was arrang- 
ed for? A.—I haven’t anything to 
show you. 

Q.—Is there anything in your books 
that will show it? A.—I don’t think 


Q.—Then there is nothing on re- 
cord? sA-No, there is not.) 

Q.—To bind the Ontario Securities 
Company? A.—Nothing more to bind 


them than there would be in any 


other transaction of a similar kind. 

Q.—Especially in connection with a 
transaction where the man who ar- 
ranges it is away on a trip paid for 
by the life insurance company and his 
whole salary paid by the life insurance 
company. Can you tell me whether 
in that month of 1905 you had any 
money if you had wanted to. be re- 
sponsible? A.—We always had good 
credit, always a little money too. 

Q.—The Ontario Securities always 
had good credit? A.—Yes. 

Q.—Not always? I suppose every 
company must get a little time to get 
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credit? A.—No, I think the men asso- 
ciated with that company were men of 
financial standing. 


Q.—Who are you referring to? A.— 
Mr. Scott. 
Q.—Any others? A.—Mr. Rosser, 


Mr. Jackson. 


Q.—These are all men of indepen- 


dent wealth? A.—One, I presume is 
worth a million dollars. 

Q.—Is he the holder of unpaid stock 
in the Ontario Securities Company? 
A.—What do you mean by unpaid? 

Q.—Stock not fully paid up? A.— 
In the Ontario Securities? 

Q.—Yes? A.—No, his stock is all 
paid up, $10,000. 

Q.—What security is his million dol- 
lars to any person doing business with 
the Ontario Securities Company? A. 
—It was not paid up at that time. 

Q.—That is an entirely different 
matter; I do not want to follow that 
line. I do not think it is at all rele- 
vant and probably would not assist one 
way or the other, but the Continental 
Life in the summer of 1905 had large 
deposits in the banks amounting in 
July, 1905, to $50,000? A.—Yes. 

Ohana, they had a loan on call 
of $7,085. Do you know who that loan 
on call was made to? A.—I do not. 

Q.—I think it was to O’Hara, was 
it not? A.—It was made on Imperial 
Bank stock I think. 

Q.—It had nothing to do with On- 
tario Securities Company transactions ? 
A.—No, it was Imperial Bank stock. 

Q.—Have you anything further to 
say about these transactions we have 
spoken of and Mr. Woods’ connection 
with them; that is Mr. Woods going 
out on the company’s business, ex- 
penses paid by the company, salary 
paid by thé company and something 
on which a profit is ascertained and 
which has not been credited either to 
the Ontario Securities Company or the 
Continental Life until the profit is 
fixed, that that profit should go to 
the Ontario Securities Company rather 
than the company whose servant he 
is? A.—You are referring to that one 
lot of debentures? 

Q.—Yes? A.—I have nothing fur- 
ther to say. 

Q.—And the other transactions seem 
to be very much in the same category? 
A.—No, I should not think they would 
be in the same category. I went out 
to see about those myself. 


Q.—Why should the General Man- 
ager of the Continental Life, who is 
supposed to be paid for his services 
and to give his whole time tb the af- 
fairs of the Continental Life, be spend- 
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ing days going away with you exam- 
ining into bonds, except for his own 
company? A.—Well, I could very often 
assist him in vetting business as well 
as he assisting me. 

Q.—You were Vice-President of the 
company and expected tw assist, so 
that you should not get any particular 
credit for that? A.—Well, it is not 
the remuneration I got, anyway. 

Q.—That is not anything to set off 
against Mr. Woods’ services; it is not 
the remuneration but we will say the 
honour? A.—Well, perhaps there is 
something in the honour. 

Q.—Then you say that this document 
regarding the Atlas Loan Company’s 
debentures merely remained in that 
position from 1904 in December on 
without anything further being done 
by you; you got the document in 
December, 1905, and simply kept it 
lying there in abeyance, the whole 
hog standing in abeyance until a 
short time ago? A.—Yes, only that 
I gave my word that it would be 
signed on that day, the day he handed 
it to me. 


(.—And I suppose Mr. Fuller drew | 


this letter for the other parties to 
sign? A.—Yes. 

Q.—Did he draw it at the same 
time? A.—I don’t remember. 

Q.—Do you remember when you got 
it? A.—I do not. 

Q.—You have agreed, you say, that 
the loss shall not be borne by the 
Continental Life, but you have not any 
understanding even yet between your- 
selves as to the proportion you are each 
to bear? A.—Nothing more than it 
will be paid off and assumed by the 
directors personally. 

Q.—And there has nothing been done 
between you to make the transaction 
more definite? A.—Nothing, only the 
signing of that agreement. 

Q.—An indefinite arrangement as to 
what each is to bear. Has the note 
been taken up from the bank? A.— 
The, note has not. I said before we 
would have paid it off only we did 
not wish to make any change while 
the matter was before the Commission. 

Q.—You are not a maker of the 
noteP A.—Yes, I am a maker of the 
note. 

Q.—Or is the note made in your 
favor? A.—It is made in my favor 
and I am a maker also. 

Q.—You sign as maker along with 
the others? A. — Yes. 

Q.—So that you join with the others 
in the liability? A.—I assume a full 
proportion of the responsibility. 
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Q.—The liability is not going to be 
borne in exact shares I understand 
you? A.—Well, if it is not I will pay 
what is short. 

Q.—Can you tell me whether there 
is any arrangement about that? A.— 
There is no arrangement. 

Q.—On the basis of the note you 
would all pay equal shares? A.—Yes. 

Q.—Is that going to be carried 
through that way? A.—I expect it 
will be. 

Q.—Are you relying on that joint 
liability of all? A.—I am not. I said 
before if anyone fails to pay their 
share I will pay it. That is as far as 
I can do. 

Q.—As between yourselves the only 
thing that shows your liability is a 
note? A.—That is all and our word. 

Q.—There is an arrangement with 
Mr. Woods that he is to pay about 
one-tenth? A.—There is no arrange- 
ment. It is simply his understanding 
of it. 

Q.—Understanding brought about by 
mutual understanding of the parties? 
Just something like your understand- 
ing with Mr. Fuller that you would 
sign this document? <A.—Yes, I think 
Mr. Woods has stated that he will pay 
that much of it. 

Q.—Now you wanted to say some- 
thing about that transaction? A.—I 
wanted to make a statement, if you 
have no objection, concerning the Atlas 
Loan. A very wrong impression ap- 
parently has got abroad concerning the 
agreement which had been entered into 
and I wish just to make this state- 
ment before the Commission. At the 
time these Atlas Loan debentures were 
purchased the Atlas Loan was con- 
sidered a good and proper investment ; 
their debentures, they were held by 
the Ontario Government and by a 


number of large financial institutions > 


in the Dominion; some quite promin- 
ent ones. As to the legality of the 
investment, there was no. question. 
The assets of this company were 
hypothecated by one individual who 
threw the company into bankruptcy. 
Q.—That was one of your directors? 
A.—Mr. WalJace. He was a director. 
Q.—That is the danger of having 
these companies interlocked in that 
way, is it not? A.—It was Mr. Wal- 
lace who was a director of the Conti- 
nental Life at the time and who was 
the Manager of the Atlas Loan. Now 
ever since we ascertained that this 
trouble had come on—we got together 
and discussed the matter; we were ad- 
vised by counsel that these were a 
first claim on all the assets of this 
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company. At the time this agreement 
was signed there was nothing under- 
hand at all about it; it was understood 
by us all that there would be no lia- 
bility but what would be paid by the 
Atlas Loan. Then as a matter of pro- 
tection in case there might be some- 
thing, which we thought would be very 
trifling, if there was anything at all, 
this 24 was mentioned in the agree- 
ment. Now as to the effect of that 
being signed by the directors I think 
those of you who know them, know 
that the gentlemen whose signatures 
are attached to that are men of integ- 
rity. We thought if that was made 
public at the time it would be a very 
serious thing for a young company 
like the Continental Life, particularly 
where there was not a $30,000 loan, 
but the people would have got it that 
there was a $380,000 loan. We ex- 
pected that there would be no loss, 
or a very trifling one at that time. 
The matter was brought up before the 
Master and decided against us and 
then we got together to decide how 
we could take care of this liability. 
We still thought, or thought then, that 
we should assume it as directors owing 
to the fact that it had not been made 
public, and the Continental Life paid 
nothing further, and during the whole 
of last year we as directors discussed 
this matter off and on during the 
whole of the year as to the paying off 
of this note, and I was perhaps more 
persistent in it than some of the others 
because I wished it disposed of. I had 
left Beeton, the note was there, and 
the difference of one per cent. accum- 
ulating against us, I pressed it von 
the directors, and they were all 
agreeable to it. When the matter 
was brought before me I said to 
Mr. Fuller I will sign this in any 
case, and if there is any liability I will 
have to assume it if the directors won’t 
stand for their share. I understand 
that there is one director who is since 
deceased and whose heirs will not as- 
sume any liability, but as I said to 
our directors, some of them, on more 
occasions than one, that if it could not 
be arranged in any other way that I 
would be myself personally responsible 
for any liability of a director who re- 
fused to pay. All I want to do is to 
set before the Commission and the 
public the facts of it as it is. Now 
if there is anything underhand on our 
part, if we have not acted in the best 
interests of the company—and I wish 
to say that this amount will every 
cent be paid by the directors and the 
Continental Life will not lose one cent 
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in any shape or form by it, it wi:t 
come out of the pockets of the direc- 
tors. 

Q.—Now I will put in a copy of this 
document, signed by the other direc- 
tors, addressed to you, and also a 
statement of the transactions as you 
have them if you will let me have it. 
This shows the cash statement of 
amounts paid on the note from time 
to time does it? A.—It shows the pay- 
ments made on the note and shows 
the whole transaction from its incep- 
tion to the last date. (The two docu- 
ments referred to filed as Exhibits 269 
and 270.) ) 

Q.—The chief item of $9,860 being 
the dividend you have received? A.— 
There are several dividends but they 
are all set forth. One is the Murch 
policy. 

Q.—Now there have been transac- 
tions between the Continental Life 
and the Ontario Securities Company? 
A.—There have been, yes. 

Q.—What financial transactions have 
taken place between them? <A.—Do 
you mean the bonds? 

Q.—I mean what you have in your 
mind, everything. I want a list of 
the financial transactions that have 
taken place between the two compa- 
nies? A.—I think there is one pre- 
pared. I think the solicitor has it 
there. 

().—Outside of these bonds purchas- 
ed, what financial assistance has one 
of your companies given to the other 
if any, what loans have been made? 
A.—Loans in connection with? 

Q.—Loans from one of those com- 
panies to the other, either way? A.— 
You mean between the Continental 
Life and the Ontario Securities. There 
was some bonds sold to them. 

Q.—Sold by? A.—By the Ontario 
Securities Company to the Continental 
Life. And there were bonds purchased 
from the Continental Life by the On- 
tario Securities. On those they made 
no profit. Handled them for them 
without any charge. Any profit they 
did make on them they turned over to 
the Continental Life. 

Q.—Tell me what bonds were sold 
by the Continental Life to the Ontario 
Securities Company? A.—I could give 
you a list of them. I could not tell 
you from memory. 

{%.—I will put in as an exhibit a 
statement that is furnished (No. 271), 
which states the debentures sold to 
the Continental Life Insurance Com- 
pany by the Ontario Securities Com- 
pany, Limited. That is the first head- 
ing. The next is bought from and re- 
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sold to the Continental Life pei 
any. And the next lst, deben- 
ree Pa) for the Continental Life 
Insurance Company. Now the Contin- 
ental Life at a certain time made a 
call loan to the Ontario Securities 
Company? A.—Yes. 

Q.—Of how much money? 
think it was $60,000. 

Q.—On what security? A.—On the 
security of Sterling Bank stock -and 
the bonds of the company. 

Q.—Of which . company? 
Ontario Securities. , 

Q.—Is that the only call loan that 
the Continental Life has ever made to 
the Ontario Securities? A.—I think 
SO. 

Q.—Will you make sure of that? A. 
—Yes, that is the only one. : 

Q.—That is the only financial assist- 
ance which it has ever rendered in the 
shape of a loan? A.—I suppose that 
could not be considered financial assist- 
ance. It is the only call loan. 

Q.—It is the only loan, put it that 
way? A.—Yes. 

().—Had the Continental Life money 
lying idle waiting investment when it 
made that call loan? A.—I don’t, 
know that they had that amount of 
money lying idle. I am not sure. I 
could tell from the books. The Secre- 
tary of the company I presume will 
give that. 

Q.—Did the Continental Life not 
have to sell some of its securities in 
order to raise the money to make that 
loan? A.—The Continental Life sold 
those securities for the purpose of 
purchasing a new building which they 
have purchased here. 

Q.—They sold some for that pur- 
pose, but there are other securities 
they have sold for other purposes? 
A.—At the end of last year we de- 
cided to purchase the Medical Build- 
ing at $100,000. 

Q.—How much of that fell to be 
paid? A.—I think about $40,000. 
I think Mr. Fuller will give you a 
statement. 

Q.—You had to pay some $40,000 
or $50,000 on that? A.—Yes, and by 
the Ist of May we had to pay off the 
balance, a mortgage held by the Can- 
ada Life. 

Q.—Did you pay off the balance? 
A.—Yes, it is all paid off. 

Q.—I do not want to go into the 
real estate transaction for the pre- 
sent. There was a transaction before 
that when the Continental Life sold 
some of its debentures. Do you re- 
member the Continental Life sold 


A.—l 


Ashe 
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some Portage la Prairie and Chester 
debentures in July and August, 1905? 
A.—Yes, I don’t know why _ those 
would be sold. 

Q.—Do ‘you remember when the 
Continental Life opened a bank ac- 
count in the Bank of British North 
America? A.—Yes, I don’t remember 
the date. They have had an account 
there for some time. 

Q.—Since June, 1905? Aes 
couldn’t give you the date without 
looking it up. 

Q.—Is that the account where the 
Sterling Bank deposits are made? A. 
—Oh no, there is no connection what- 
ever, not the slightest. 

Q.—Why were securities of the Con- 
tinental Life sold and the moneys de- 
posited and allowed to remain idle 
in the Bank of British North Am- 
erica? A.—Well sir, that is news to 
me. There certainly was no connec- 
tion between those companies in any 
shape or form. I wish to be very em- 
phatic on that. 

Q.—Between what companies? A. 
—The Sterling Bank and the Conti- 
nental Life. No shape nor form. 

Q.—It was between the Sterling 
Bank and the Ontario Securities Com- 
pany? A.—Yes, 

Q.—And there was between the On- 
tario Securities and the Continental 
Life? A.—There was, but when you 
refer to the bank account in the Bank 
of British North America, I want to 
be very emphatic in stating that there 
was no connection in any shape or 
form. 

Q.—Do you bank there? A.—Do I 
personally P 

Q.—Yes? A.—I have a private ac- 
count there. 

Q.—Do the Ontario Securities Com- 
pany bank there? A.—They carry 
one account there. 

Q.—Where else? A.—In the On- 
tario and in the Sterling. 

Q.—Any place else? A.—They have 
just the two now. 

Q.—WhichP A.—The British and 
the Sterling. 

Q.—So that the Ontario Securities 
Company’s bank account is there. 
Where does the Continental bank? 
A.—In the Bank of British North 
America, the Ontario, the Union, the 
Dominion, the Traders. The reason 
of all these accounts is to save ex- 
change, as I think vou will under- 
stand. To save exchange on the 
cheques we get. These different banks 
cash cheques at par if we deposit them 
in their bank and carry a credit there, 
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so that we have accounts in all the 
banks that we find it convenient. 

Q.— What was the date that the call 
loan of $60,000 was made to the On- 
tario Securities Company? A.—You 
would have to get that from the 
books. The Ist of February, 1906, 
Mr. Fuller tells me. 

Q.—At the time that loan was made 
you had already paid for the build- 
ing had you not? A.—No, they had 
not paid for the building until May 
I think it was. 

Q.—They paid the $50,000? A.— 
Forty. I think the first lot was paid 
before the second was paid in May, 
if I am not mistaken. 

Q.—One before and the other after 
the Ist of February? A.—Yes. 

Q.—Now then it did not need any 
money for the building on the Ist 
day of February? A.—No, not on 
the lst day of February. 

Q.—On that date did the Conti- 
nental Life sell some securities? A.— 
I cannot give you the exact date, but 
that statement you have there will 
give them to you. 

Q.—I don’t know that it does, just 
in that way? A.—I think so. 

Q.—Where is the account of those 
Calgary, Chatham, Steelton and Fort 
Frances debentures that were sold on 
the Ist of February? Mr. Fuller re- 
fers to an entry in the debenture 
book at page 28, February Ist, 1906, 
“By cash, $10,996.75.” What does 
that represent? (Mr. Fuller answers 
until a change is indicated.) A.— 
That represents the price of those de- 
bentures, the Fort Frances deben- 
tures, at a 44 per cent. rate, the rate 
at which they were purchased, 

Q.—That is February lst that those 
were sold to the Ontario Securities 
Company were they? A.—Yes. 

Q.—At the same rate that they were 
bought from the Ontario Securities 
Company. Now turn to Calgary De- 
bentures. On Feb. Ist, 1906, a sale 
of $11,500 Calgary debentures. At 
what price had ‘they been bought ? 
A.—Bought to yield 43 per cent. 

Q.—How does that price compare 
with what was paid? A.—That is ex- 
actly the price that was paid. 

Q.—Now Chatham Debentures. At 
page 35 under the heading of City of 
Chatham Debentures on February Ist, 
1906, ‘“‘By cash $20,421.43.” A.— 
That was at a price to yield 4% per 
cent., which was the exact rate at 
which they were purchased. 

Q.—Now Steelton debentures. On 
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February Ist at page 27 ‘‘By cash 
$16,156.20.” Were any other deben- 
tures sold by the Continental Life to 
the Ontario Securities Company on 
mee Ist, 1906? A.—No, that was 
all. 

Q.—What do they all total to? A. 
—I think they were about $58,000. 

Q.—Have you any statement show- 
ing those? 

(MR. SOMERS answers.) 
would not be more than that, 

Q.—It would come to between 58 
and 59 thousand dollars. Why were 
these debentures sold by the Conti- 
nental Life to the Ontario Securities 
Company on February lst, 1906 at 
their cost? A.—I presume the object 
was to get 6 per cent. on the advance 
on the investment, rather than 
43th and 43, and the money would be 
required about the lst May in any 
case. 

Q.—The company had. in the bank 
on the 3lst January the day before 
$18,833.52. It could have used that 
money? A.—You are now including 
the $16,000 at Picton. 

Q.—I am including just what your 
statements show? A.—But you said 
of course we could not use that. 

Q.—What do you say about it? A. 
—I wish to know if you are including 
that? 

Q.—You can do as you please. If 
you tell me to exclude that as a cash 
item? A.—I only ask you the ques- 
tion. 

Q.—Don’t ask me what I am going 
to do about it. You can say what 
you please about it. If you say that 
deposit at Beeton should not be treated 
as cash I will not treat it as cash? 
A.—You know how it should be 
treated. 

Q.—I think I do. And that is not 
as cash, so that that item should be 
reduced in that way. On the same 
day the loan was made on the Sterling 
Bank stock? A.—Yes. 

Q.—Tell me what the Ontario Se- 
curities Company did with those deben- 
tures when it received them? A.— 
Our usual mode is to place them in 
the Bank of British North America. 
We get our credit on them. 

Q.—Did you get credit on those de- 
bentures? A.—yYes, I think so. 

Q.—Then the moment they got the 
debentures the Ontario Securities Com- 
pany took them to the Bank of British 
North America and raised money on 
them? A.—They were pledged to the 
Bank of British North America. 

Q.—How much money did the On- 
tario Securities Company raise by that 


A.—It 
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means? A.—I presume they would 
raise within ten points or perhaps five 
points. 

Q.—Can Mr. Fuller tell us how much 
money was raised by that means? 

MR. FULLER: $54,000. 

Q.—What did the Ontario Securities 
Company do with that $54,000? A.— 
They used it in their business. 

Q.—In what way? A.—You mean 
with the proceeds of those. 

Q.—I want to know what use of 
the money was made? A.—We paid 
the Continental Life for them. 

Q.—That wag merely a passing of 
cheques. It came back to you. What 
did you do with the money you got 
from the Continental Life, if you call 
that crossing of cheques paying money? 
You gave a cheque to the Continental 
Life for what was treated as the pur- 
chase money of those debentures, didn’t 
you, 58 or 59 thousand dollars? A.— 
Yes. 

Q.—And immediately you got from 
the Continental Life $60,000 on the 
same day on Sterling Bank stock? A. 
—yYes, on $75,000 of stock. 

Q.—Call it as much as you like, you 
got it on Sterling Bank stock, did 1 
say $60,000? A.—Yes, I say $75,000 
of stock. . 

Q.—Well, it was $50,000, wasn’t it 
with a premium? A.—We paid $75,- 
000 cash for the stock to the Sterling 
Bank. 

Q.—When did you buy it? A.—I 
couldn’t tell you that without looking 
it up, but I think about the lst Feb- 
ruary. 

Q.—That money then that was real- 
ized in that way was used to buy 
that Sterling Bank stock? A.—Well, 


‘I presume it would be indirectly. The 


facts are these; the Ontario Securities 
Company bought $75,000 worth of Ster- 
ling Bank stock. 

Q.—On the Ist February, 1906? A. 
—Which they pledged and obtained a 
loan of $60,000, giving their guaran- 
tee. Now that is the circumstance. 

Q.—Was the Sterling Bank at that 
time doing business? A.—They were 
not doing business. It was the finad 
stage. 

Q.—Had they got a license? A.—It 
was the final stage. They had made 
their deposit. 

Q.—When did they make their de- 
posit? A.—That same day I presume. 

Q.—What was the deposit that it 
had to make? A.—$250,000. And they 
had a thousand subscribers and $600,- 
000 and some odd subscribed for. 

Q.—I am not concerned with that. 
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T am concerned with the fact that 
this money was being got to enable 
the Sterling Bank deposit to be made. 
That was the fact was it not? A.— 
It was got to pay for that stock which 
they had purchased. 


Q.—I am not saying the way the 
transaction was put through. The 


money was got for that purpose, to as-’ 


sist in making the deposit for the 
Sterling Bank? A.—I don’t think that 
is a fair way to put it, although I 
submit to your way of putting it. 

Q.—Tell me this, what was the need 
of going through that transaction, of 
buying the Continental Life deben- 
tures upon which money could be rais- 
ed and then getting a call loan? A.— 
They got 6 per cent. for that invest- 
ment where otherwise they would 
get 44. 

Q.—Could you have borrowed the 
$60,000 on Sterling Bank stock? A.— 
I could have. 


Q.—You possibly could have person- 
ally, but was it a security that would 
be loaned on by financial institutions 
without any interest in the concern? 
A.—It was a gilt-edged security. 

Q.—I am not asking you about the 
security? A.—Yes, you did. 

Q.—No, I am asking whether people 
would lend on it, the point is, could 
you get a loan on it? A.—Yes, I could 
at any time. Lots of financial institu- 
tions in the city here were buying 


bank stocks when they were organ-: 


izing. 

Q.—The bank was not then doing 
business? A.—I said before it was 
not. 

Q.—Then, once more please, it was 
not doing business and it had to put 
up $250,000 before it couldP A.— 
Yes. 

Q.—Now then do you say that the 
stock of a bank that has not yet got 
its deposit up is a security which in 
the market you can raise money on 
as well as municipal debentures? A. 
—Yes, sir. 

Q.—As well as municipal debentures ? 
A.—I say that the banks organizing 
have all sold their stock, at least tha 
majority of them, to financial insti. 
tutions and they have subscribed for it. 

Q.—That may be so, but I am ask- 
ing you whether Sterling Bank stock 
at that time was as good a security 
to raise money on as the debentures 
you got from the Continental Life? 
A.—I could have gone and raised 
money on the Sterling Bank stock from 
several institutions in Toronto if I had 
wanted to. 


Continental Life. 
(G. T. Somers, Ex’d.) 


Q.—You answer every question ex- 
cept the one I ask you. Was it as 
good security? A.—Equally as good as 
far as I was concerned. 

Q.—Then why didn’t you use that 
instead of going through the Contin- 
ental Life securities? A.—The Con- 
tinental Life got 6 per cent. and bene- 
fited by it. 


Q.—Did you put that transaction 
through in order to give them the 
benefit of an additional 14 per cent.? 
A.—I don’t say that. I say they got it. 

Q.—I want an answer to that ques- 
tionP A.—I say, I don’t say so. 

Q.—You did not put it through for 
that purpose? A.—wNo. 

Q.—Then why did you do it if not 
for that purpose? A.—I simply say 
it was done as a business transaction 

Q.—Why do you choose that round- 
about way? A.—Well, I don’t look 
upon it as a roundabout way. 

—How many directors of the 
Sterling Bank are directors of the On- 
tario Securities Company? A.—Only 
three. 

Q.—Were there any more? A.—No, 
never any more directors. 

Q.—What three? A.—Mr. Jones, Dr. 
Aikins and myself. 

Q.—AIl three being directors of the 
Continental Life? A.—Yes. 

Q.—And of the Ontario Securities 
Company? A.—Yes. 

Q.—Was Mr. Dryden never named as 
a director of the proposed Sterling 
Bank? A.—There was a number of 
proposed directors. 

Q.—Was Mr. Dryden’s name pro- 
posed? A.—His name was mentioned, 
but Mr. Dryden is on the Royal Com- 
mission in Ireland and has not been 
here for some time. 

Q.—Was it never intended to have 
more than three directors in the Ster- 
ling Bank? A.—The only answer I 
can give you to that is, at the organi- 
zation meeting the President and nine 
directors were elected. 

Q.—Quite so, but before that was it 
not intended to have five directors of 
the Sterling Bank from the Ontario 
Securities? A.— I couldn’t answer 
that. That would all depend on the 
shareholders of the bank. 

Q.—In so far as it depended on Mr. 
Somer’s view? A.—So far as it de- 
pended on my view I was quite sat- 
isfied with the decision of the share- 
holders. 

Q.—Wasn’t that your intention? A. 
—To have five of them. 

Q.—Yes? A.—I don’t think I could 
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answer that, that that was my inten- 
tion. 

Q.—Can you say it was not? A.— 
No, I have no opinion in the matter. 

Q.—Notwithstanding that you were 
organizing it? A.—Yes, we had some 
twelve or thirteen names; Hon. S. C. 
Wood, Hon. W. J. Hanna, a lot of 
prominent names on the directorate. 
These were all proposed directors. 

Q.—And did not these men refuse 
to go on because there were to be five 
directors from the Ontario Securities 
Company? A.—Well, I know there was 
an objection raised. 


Q.—Was not that the ground of ob- 
jection? A.—No, the Ontario Securi- 
ties was not mentioned at all. 

Q.—The Continental Life? A.—That 
was mentioned. 

Q.—There was some objection raised 
and that was the reason they did not 
go on? A.—No, those two names were 
dropped. 

Q.—But that was the objection they 
made? A.—These people were propos- 
ed directors after that. 


Q.—Who were? A.—The parties 
that you refer to as being dropped. 

Q.—Mr. Wood and Mr. Hanna? A. 
—Their names were on after that. 

Q.—But didn’t they take the objec- 
tion that there were five directors of 
the Continental Life there and they 
would not go on for that reasonP Ay 
—-I think they made the objection and 
then two of them stood up and said 
they would drop off, which they did 
and then that would settle it. I think 
if the Commission do not mind, it is 
very unfair to drag the bank into the 
proposition any more than so far as it 
refers to this loan. It seems to me 
that it is very unfair that a young 
institution that has had no part in this 
and with directors and shareholders 
who have no part, to have insinuations 
of this kind made. Of course I abide 
by the decision of the Commission. 

JUDGE MacTAVISH: There are no 
insinuations made, Mr. Somers. Coun- 
sel is trying to get the facts. So fan 
as the examination has gone it is 
proper and within the limits of our 
inquiry. 

MR. LANGMUIR: In that connec- 
tion I should like to ask Mr. Somers, 
whether in the light of what has trans- 
pired in connection with the Atlas 
Loan Company and other transactions, 
he now thinks it was a proper thing 
for a director of an insurance com- 
pany to steer—if I may use the ex- 
pression—its investments into another 
financial institution in which he is a 
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director and is largely interested ? 
A.—No, I do not think so. 

MR. TILLEY: Does not that apply 
to the Sterling Bank in the same way? 
A.—No, sir, 1 don’t think that should 
be brought in at all. 

Q.—Why not? A.—Because the Ster- 
ling Bank was organized with a num- 
ber of different directors outside of us 
altogether. 

Q.—But at that time, at the time 
this loan was made? A.—As far as 
that is concerned there, I think you are 
quite justified, but when you go past 
that and start to criticize private 
meetings of directors, I don’t think 
that is fair. 

Q.—I am not criticizing private 
meetings, except to show that the Con- 
tinental Life was the controlling in4 
fluence at that time in the Sterling 
Bank? A.—They were not, because we 
had a majority of the directorate out- 
side of them, and two of them dropped 
out. 

Q.—Was that before or after the 1st 
February, 1900? A.—It was after 
that. 

Q.—So that on February Ist it would 
be in the condition I have mentioned, 
that the majority were Continental 
Life directors? A.—Not the majority ; 
the majority never were. . 

Q.—But five were? A.—There were 
five. There were some twelve names 
on it, I think, altogether. 

Q.—The result of that transaction 
was that the Sterling Bank stock was 
bought by the Ontario Securities Com- 
pany and I suppose it was bought for 
the purpose of providing the -money 
to put up the deposit as the reason 
for buying it? A.—It was bought by 
the Ontario Securities Company purely 
as a business proposition. Purely so, 
sir. 

Q.—Had the Ontario Securities Com- 
pany been selling Sterling Bank stock? 
A.—yYes, purely as a business propo- 
sition. 

Q.—Won’t you go so far as to say 
that on February Ist, 1906, the ob- 
ject of the Sterling Bank at that time, 
to the knowledge of the directors of fhe 
Continental so far as they were com- 
mon, was to get the money to put up 
this deposit, cannot we start with 
that? A.—I would not make that 
statement at all, because the bank had 
no connection with it at all, because 
the Ontario Securities purchased $78,- 
000 of their stock and paid for it. 
It was nothing uncommon if any other 
company had come along and done the 
same. 


INSURANCE. 1421 


SESSIONAL PAPER No. 66 
46th day, June 25, 1906. 


~Q.—You were carrying on the Ster- 
ling Bank business at that time? A.— 
I was. 


Q.—And you wanted the money to 
make the deposit in your position ae 
Sterling Bank President? A.—I was 
not in that position at that time. 1 
was simply organizing it. 

Q.—Was there any President then? 
A.—No. 


.—No Board? A.—There could not 
be a President at that time. 


Q.—So the bank at that time was 
without a President, it had not had 
its organization meeting? A.—It had 
had the preliminary one. 


Q.—But not its permanent one, its 
permanent Board was not appointed? 
A.—No, just the preliminary. That 
was the final stage. 

Q.—You, as the person then organ- 
izing the bank, wanted to make the 
bank’s deposit at that time, didn’t 
your A.—Yes. 

Q.—This was what started this tran- 
saction that led to this buying of bonds 
and eall loans? A.—If they had not 
got the money there they would have 
gone some place else and got it, which 
T could have done easily. 

Q.—I am not criticizing that; I say 
was that the start, was that what 
prompted these transactions? A.—I 
don’t think I am in a position to 
answer that. I cannot give the minds 
of other people. 

Q.—At any rate you wanted the 
money to make a deposit and _ be- 
cause you wanted the money for that 
purpose the Ontario Securities Com- 
pany on that day bought that block 
of Sterling Bank stock, they would 
not have bought it on that day except 
for the purpose of getting the deposit ? 
A.—They had agreed some time before 
that to purchase the stock. 

Q.—They would not have done it on 
that day? A.—They had agreed some 
time before to purchase it, 

Q.—On that day? A.—To purchase 
it at any time. As I say that was 
the final stage. 

Q.—The Ontario Securities Company, 
with you as the President of it and 
you as the promoter of the Sterling 
Bank, was buying the Sterling Bank 
stock, and the bank not: then being 
organized, not having started business 
at all? A.—We had nine hundred 
and some others who had done the 
same. 

Q.—I am not criticizing that. That 
is the fact as I have stated itP A.— 
Yes. 

Q.—You buy the stock and you then 


Continental Life. 
(G. T. Somers, Ex’d.) 


pledge that with the Continental Life 
Insurance Company? A.—Yes. 

Q.—And get from it $60,000? A.— 
Yes. 

Q.—And in order to give the Con4 
tinental Life that money to lend, you 
would take these debentures professing 
to be a purchaser? A.—Yes, some of 
which we have retained. 


Q.—But others have got back to 
the Continental? A.—Some of them. 


Q.—So it was a mock purchase to 
that extent? A.—We sold several of 
them, some we retained. 

Q.—You had common Boards and 
could do as you pleased, but it was 
the intention to return any you did 
not sellP A.—No, they would have 
the privilege of taking back any they 
wished to at cost, no charge made. 

Q.—Was that in the form of a formal 
agreement? A.—No, simply an under- 
standing. Any that we sold and made 
a profit on, they had the profit. 

Q.—Then you took their debentures 
and the real money is put up by the 
Bank of British North America on 
the debentures of the Continental Life ? 
A.—Only partially, of course. The 
Same as any other transaction with 
debentures. 

Q.—It boiled down to that result. 
that you went through all that formal- 
ity to get money from the Bank of 
British North America to put up the 
deposit with? A.—Well, that is only 
up to that extent; I don’t think you 
should make it so broad. 

Q.—To the extent of the $50,000 or 
whatever you got? A.—Yes, certainly 
no question. But you say the bant 
did this and that; the bank had noth 
ing to do with it, it was Ontarja 
Securities. \ 

Q.—Do not let us get to a fine dis- 
tinction as to when the bank stopped 
and started, something like Mr. Woods’ 
trip to Winnipeg? A.—Well, I have 
not tried to equivocate, Mr. Tilley, I 
think I have been frank. 

Q.—When you wanted to get the 
-money to put up the deposit you want- 
ed to get it from the Bank of British 
North America? A.—That is where 
we kept our deposit. 

Q.—And that is where you expected 
to get the money? A.—That is where 
the cheque came from. 

Q.—To give its security for the 
cheque you had to get the debentures 
of the Continental Life? A.—The On- 
tario Securities ? 

Q.—Yes? <A.—The Ontario Securi- 
ties pledge all their debentures there. 
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Q.—And in order to get further de- 
bentures to pledge for that deposit, 
you wanted to get the debentures of 
the Continental Life, isn’t that fair? 
A.—The Ontario Securities simply got 
a call loan from the Continental Life. 
It is different in the words you use. 

Q.—The call loan was only put 
through in order to give the Ontario 
Securities, for a temporary purpose, 
the, pledging with the Bank of British 
North America, these debentures? A. 
—The call loan was put through for 
the purpose of obtaining that amount 
of money which was applied on ac- 
count of the stock which they pur- 
chased in the Sterling Bank. 

Q.—And that purchase was made in 
order to get the debentures of the 
Continental Life to give to the Bank 
of British North America to raise that 
money there? A.—Well, of course you 
would have to assume that. 

Q.—I would think you would have 
to assume that. 


(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 
Resumed at 2 P.M., June 25, 1906. 


_ Examination of G. T. Somers con- 
tinued: 


MR. TILLEY: Q.—You did not 
arrange you say for the opening of a 
bank account in the Bank of British 
North America for the Continental 
Life? A.—No, I did not, not to my 
knowledge. 

Q.—Were you aware of the opening 
of the account there when it was open- 
ed? A.—I do not remember the oc- 
currence of the Continental] Life open- 
ing their account in the Bank of 
British North America at all. 

Q.—You knew it was there? A.— 
I knew there was an account kept 
there. 

Q.—It never had anything to do 
with any transaction of yours or of 
the Ontario Securities Company or the 
Sterling Bank? A.—In no shape or 
form had it anything to do with the 
Ontario Securities Company, the 
Sterling Bank or with mine. 

Q.—Ilt was an account opened in 
the ordinary course of business by 
the Continental Life? §A.—Kntirely 
so. 

Q.—Can you say why the securi- 
ties of the Continental Life were sold 
to open the account? A.—I think 
you are mistaken in that; I know of 
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no reason why it should be done, and 
I am satisfied it was not done. 

Q.—The Chester and Portage la 
Prairie debentures were sold in 1905 
were they not? A.—yYou will have to 
refer to that statement again—yes. 

Q.—They were sold on July 6th, 
1905? A.—Yes, 


Q.—What rate of interest were they 
paying the company? 

The questions are answered by Mr. 
Fuller until a change is indicated. 
A.—Portage la Prairie were yielding 
5 per cent. 

Q.—Had you other bonds then in 
the company’s possession that were 
yielding less than five per cent? 

The questions are answered by Mr. 
Somers until a change is indicated: 

A.—We sold those in order to make 
a profit for the Continental Life of 
$733.70. 

Q.—lIs it not better to say that you 
sold them and realized a profit rather 
than that you sold them in order to 
realize a profit? A.—No, it is not, 
because that is the reason they were 
sold. 

Q.—You are positive about that? 
A.—Yes, I remember that transaction, 
becajuse we found a market where 
there was someone wanting those de- 
bentures. 

Q.—Where were the proceeds of 
that sale depositd, in what bank? A. 

The Bank of British North Am- 
erica. 

Q. What was the amount? 

MR. FULLER: $21,044.67. 

WITNESS: It says here $20,747.40. 

MR. FULLER: There may have 
been some other cheques. 

MR. TILLEY: Q.—Was there ever 
any arrangement whereby the Con- 
tinental Life or any other company 
should deposit in the Bank of British 
North America up to a certain or 
uncertain amount, depending on con- 
ditions, and at the same time a loan 
to the Ontario Securities Company 
from the Bank? A.—Absolutely none. 

Q.—No connection between the ac- 
counts in any shape or form? A.— 
No. 

Q.—So far as anything being ar- 
ranged by you? A.—I am quite sat- 
isfied if it were so I would know, I 
am quite satisfied there was absolutely 
none, 

MR. FULLER: The account was 
opened on June 30th. 

Q.—And these were sold July 7th? 
A.—yYes. 
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Q.—What entry was it first opened 
that Bank of British North America 
account P 


MR. FULLER: A small deposit of 
$465, 


Q.—Did you arrange for the open- 
ing of that account? 

MR, FULLER: No, Mr. Woods 
did; I think I can tell you the reason 
for that account being opened. 

MR URL EYis Oi Be thin kee, 
should have had it some time ago? 
A.—The only reason it was opened 
was because they offered to collect 
our cheques at par at their branches 
if we would keep an account with 
them. 

Q.—Was that any better terms than 
you were getting from other banks? 
A. Yes; it gave that rate with other 
points than we would have had. They 
also allowed us to cross on our cheques, 
‘‘Payable at par at the Bank of 
British North America.”’ There was 
no room for any question with regard 
to the Bank of British North Am- 
erica accounts. 

Q. The Continental Life has held 
securities of other companies where 
directors are common to both com- 
panies, take for instance the Sun and 
Hastings? A.—Yes. 

Q.—What Continental directors or 
shareholders are directors in the Sun 
& Hastings? A.—Dr Aijkens. 

Q.—Any othersP A.—Did you say 
shareholders as well as directors? 


Q.—If there are large shareholders 
I want the names of the shareholders? 

—Mr. Vandusen is a Shareholder 
in the Continental; he was a director 
at one time but is not now. I think 
he is either the President or Vice- 
President of the Sun & Hastings. 

Q.—Dr. Aikens is a director of the 
Sun & HastingsP A.—Yes. 

Q.—Is that all you know of? A.— 

es, 

Q.—Mr. Dryden? A.—He is not 
interested that I know of. 

Q.—Besides the Sun & Hastings 
there is the Reliance Loan & Savings 
Company? A.—Yes. 

Q.—What directérs or shareholders 
in your company are interested in 
that company? A.—I do not know of 
any except Mr. Dryden. When you 
say shareholders there may be some 
shareholders, but Mr. Dryden is the 
only one I think you would want to 
know probably. 

Q.—I mean such shareholders as are 
large and substantially interested in 
both companies to your knowledge? 
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A.—I think Mr. Dryden is the only 
one. 

Q.—Has the Ontario Securities Com- 
pany ever had any dealings with those 
companies? A.—No, I do not think 
so. 

Q.—Has any moneys of those com- 
panies ever been used in any way to 
promote the interests of the Ontario 
Securities Company or the Sterling 
BankP A.—No Sir, in no shape or 
form. 

Q.—So that any loans made to those 
companies or debentures bought from 
them would not in any way affect any 
other transaction with these compan- 
ies that you know of? A.—No sir, 
no shape or form that I know of. 

(J.—You never were instrumental in 
putting through any transactions 
with the Sun & Hastings or the Re- 
liance? A.—No, we never had any 
dealings with the Sun & Hastings 
and the Reliance that I know of. 

Q.—Take the Continenta] Insur- 
ance Company, at whose suggestion 
would the debentures of the Sun & 
Hastings or the Reliance be purchas- 
ed, at the suggestion of the Contin- 
ental or at the suggestion of the sell- 
ing company? A.—I think the way 
those things are usually purchased is 
that some representative perhaps of 
the selling company would call and 
see the manager and place before him 
the proposition, 


Q.—Has any discussion come up at 
any meeting you have been present at 
the Continental Life regarding the 
purchasing of these debentures of 
other companies that some of your 
directors are interested in? A.—You 
mean in reference to purchasing the 
Sun & Hastings or the Reliance— 

Q.—Some of the directors of your 
company being in the other companies, 
was that discussed at all? A.—No, 
it would be purely a matter of whether 
they were good securities or not. _ 

Q.—I found one place in your min- 
utes that $15,000 Reliance Loan De- 
bentures were bought, and an order 
made that they should be sold as soon 
as they could realize the price that 
they were bought for? A.—Yes, 1 
remember that now. 

Q.—Can you tell me why such a 
resolution as that was passed? A.— 
Those were advertised in the papers 
here having a short time to run, and 
it was brought before the Executive, 
and the Executive thought bearing 5 
per cent. or whatever the rate was, 
anyway it was a higher rate of inter- 
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est than the debentures were bearing, 
or any they were issuing were bear- 
ing, and they decided to purchase 
them on that account. After the 
Board came together, we had already 
some of these debentures, and the 
Board were not unanimous in our ac- 
cumulating more of them; consequent- 
ly when we found there was someone 
on the Board who was not satisfied 
we passed a resolution at the Board 
to dispose of them. 

Q.—To get rid of them? A.—Yes, 
I remember that now. 

Q.—You say that five per cent. was 
a good rate of interest for debentures 
there? A.—The rate of interest these 
debentures were advertised as bearing 
was higher than they were issuing. 


Q.—To yield 5 per cent., would that 
be regarded as a pretty good pur- 
chase? A.—Yes, 5 per cent. would be 
regarded as a pretty good purchase. 

Q.—Can you say why these deben- 
tures were sold that yielded 5 per 
cent., the Portage la Prairie? A.— 
We made a good profit on those. 

Q.—But they were yielding you 5 
per cent., why did you not continue 
them? A.—I have forgotten the dis- 
cussion that took place with reference 
to those. 

GKORKGE B. WOODS, examination 
continued by— 


MR, TILLEY: Q.—Just referring 
to that point that has been mentioned, 
can you tell me why those bonds were 
sold at the time when the Bank of 
British North America had just been 
opened, was there any connection be- 
tween the two? A.—None whatever. l 
do not know why you should mention 
them in that matter, but we bought 
them to earn 5 per cent., and Mr. 
Brantzman knew of a man who want- 
ed Portage la Prairie, and I said, 
‘“‘We have some in the Continental 
Life.’? I said, ‘‘What will he pay for 
them?’’ He told me, and-I said, ‘‘it 
is more than they are worth.’’ He 
said, ‘‘I know it is, but he is anxious 
to get them,’? and we sold those de- 
bentures we had in the Continental 
at. the rate of 44, which netted us a 
profit. 

Q.—It seems to me you left a large 
balance unnecessarily in the Bank of 
British North America, do you say 
that was not done intentionally? A. 
No, no connection with any company. 

Q.—How many of these securities 
that were sold to the Ontario Securi- 
ties Company on February first, 1906, 
came back to the company? A.—l 
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do not know exactly without looking 
at the statement. 

Q.—Will this statement tell it? A. 
—-Y 6S, ' 

Q.—You have written on the state- 
ment of securities dealt in between 
the Ontario Securities Company and 
the Continental Life, Bought from the 
Continental Life February lst, Town 
of Steelton $15,000, to yield 43 per 
cent.; Kort Frances, Calgary and 
Chatham Bonds, all come back to the 
Continental Life; were they sold on 
February Ist, all of them? 

MR. FULLER: Yes. 

Q.—And they came back as the On- 
tario Securities Company J suppose 
was able to release them? 

MR. FULLER: No, 

Q.—When did they come back? A. 
—The dates’ are there. 

Q.—April 6th, April 6th and March 
oth you meanP 

The questions are answered by Mr. 
Fuller until a change is indicated. 

Q.—What was the occasion of bring- 
ing them ‘back ta the Continental 
Life? A.—They were considered a 
good investment as debentures. 

Q.—No better than when they were 
sold? A.—No, they got them at the 
same price. 

Q.—What happened, they put the 
transaction in shape so that the On- 
tario Securities Company could send 
them back to the Continental Life?’ 
A.—All that the Continental Life did 
was to pay the price for the deben- 
tures as the funds accumulated in the 
Continental, 

Q.—Was the call loan being paid 
off at that timeP A.—Yes. 

Q.—Was it the money that came 
back from the call loan that took up 
those debentures againP A.—Some- 
times it was, other funds assisting 
them, 

Q.—But substantially was that the 
transaction, that as the call loan 
which the Continental Life had given 
to the Securities Company was paid 
off that the moneys were used to bring 
back the debentures that had been 
sold when the call loan was made? 
A.—It may have been that in one 
case but it was not altogether that in 
all cases, 

Q.—There was an element anyway? 
A.—Yes. 

Q.—Has the call loan been paid 
off entirely? A.—Yes. 

MR. WOODS: Not at that time. 

Q.—But it has been now? 

MR. FULLER: Yes. 
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Q.—The Steelton debentures have 
-not been brought back from the On- 
tario Securities Company to the Con- 
tinental Life? A.—No., 

Q.—Are they held yet by the On- 
tario Securities or sold? A.—The On- 
tario ‘Securities are still holding them, 
but they are pledged I think. 

Q.—Why are they not returned? 

—The answers are given by Mr. 
Woods until a change is indicated. 

A.—The Continental Life has not 
the money at present. One of the 
objects of selling those debentures was 
to have sufficient money on the Ist 
May to pay off the mortgage on the 
building they had Seth 

Q.—Of about $50,000P A.—$42,500 
and interest. 

Q.—There were some Mount Forest 
debentures sold in 1906, why were they 
sold? 

—Mr. Fuller answers the questions 
until a change is indicated. 

A.—They were sold to assist in pay- 
ing for the building. 

Q.—The Steelton debentures were not 
sold for that purpose? A.—The Steel- 
ton debentures were sold on the Ist 
February. 

Q.—That was not for the purpose 
of paying for the building? A.—It 
was partly for that purpose, because 
we expected to have to pay this $42,500 
on the Ist May. 

Q.—But you would not sell deben- 
tures as early as February to get 
money for the lst May? A.—We were 
making a call loan of 6 per cent. at 
that time. 

‘Q.—And you expected that would be 
_ paid back by instalments? A.—Yes. 

Q.—And it was paid back by in- 
stalments? A.—And we expected to 
call-up on the lst May anyway. 

Q.—What put the Ontario Securities 
Company in funds to repay the call 
loan, the selling of the Ppot ane, Bank 
stock? A.—Yes. 

Q.—So that that was the bagel chain 
of all, that the call loan was paid 
by the Ontario Securities Company 
going out and selling the Sterling 
Bank stock,. which was hypothecated 
against the call loan? A.—I aupagre 
so, not altogether perhaps. 

Q.—But substantially that is the 
transaction? A.—Yes. 

—The questions are answered 5 Mr. 
Woods until a change is indicated, 

Q.—yYou are a Vice-President of the 
Ontario Securities Company? <A.— 
Yes. 

Q.—Tell me why when you went out 
to Winnipeg at the expense of the 
Continental Life, as you did, didn’t 
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you? A.—Yes, I was out to the Coast. 

@.—- You were paid by them, you 
went through to the Coast? A. hy és. 

Q.—What was the object of that 
trip? A.—It was a business trip of 
the Continental Life purely and solely. 

Q.—To do what? A.—Appoint 
agents. 

Q.—Anything else? A.—No. 

Q.—Do you invest out there at all? 
A.—We have invested a little in Mani- 
toba, not beyond that. 

Q.—The question of investing was 
one of the matters discussed? A.— 
None whatever. 

Q.—Not when you were out there? 
A.—No, we did not have any agents 
out there, and would not loan money 
where we had no agents, 

Q.—You were getting agents? A.— 

Yes. 
Q.—And your idea would be to be- 
come a factor in the financial affairs 
of the West? A.—We had often talked 
of investing in the Northwest Terri- 
tories at that time, but a number of 
our directors had always opposed it, 
they thought it was speculation out 
there. 

Q.—But when you found these Cal- 
gary debentures did you agree to buy 
them when you were out West? A.— 
Yes, I bought them. 

Q.—In your own name?  A.—Yes. 

Q.—Tell me how you bought them, 
what did you do to make up the pur- 
chase? A.—TI had a friend in Calgary 
who had,some interest in the City 
Council, he told me’ they were going to 
issue some, 

QL am not asking what detail you 
went through, but how-the transaction 
was acquired? A.—I saw. the City 
Clerk, and. they had not advertised 
these debentures at that time, and I 
made him an offer for them. 

Q.—In writing? A.—yYes, in writ- 
ing. He said he would call a number 
of the finance men together, and he 
would wire me I think to Vancouver, 
which he did, accepting my. offer. 

Q.—And then the transaction stood 
in that shape till you came home? 


.A:—No,. until I returned: to Calgary 


and I saw him then, and he told me 
he had put the deal through, but 
they were not issued at this time, they 
were about to be issued some weeks 
later, and when I returned to To- 
ronto— 

Q.—You told us everything you did 
about them when you were out West? 
A.—Yes, about the debentures. 

Q.—When you got to Toronto what 
did you do? A.—TI turned them over 
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to another brokerage firm here on 
shares. 

Q.—By a written arrangement? A. 
—Yes, by a written arrangement. 

Q.—Have you got that? A.—We can 
get it for you. 

Q.—It is not in this bundle Mr. 
Somers had this morning; this com- 
mences with July? A.—It was before 
that. There is a note from Wood, 
Gundy & Company accepting my verbal 
offer. 

Q.—Addressed to you _ personally? 
A.—Addressed to the Ontario Securi- 
ties. It might be addressed to me as 
Vice-President of the Ontario Securi- 
ties. 

Q.—I would like to see the document, 

what next was done? A.—In what 
way. 
Q.—What did you do next, no en- 
tries have been made in the Ontario 
Securities Company’s books yet? A. 
—No. 

Q.—Or in the Life Company’s books? 
A.—Wood, Gundy & Company had 
them two or three weeks before they 
were issued. 

Q.—So that before any money fell 
to be paid you knew there was a 
profit? A.—Yes. 

Q.—And there was a profit? A.— 
Yes. 

Q.—Why did not that profit go to 
the Continental Life? A.—It had 
nothing whatever to do with the Con- 
tinental Life. 

Q.—You were on the Continental 
Life business? A.—Yes, these bonds 
had nothing whatever to do with the 
Continental Life. 


Q.—They might have had the profit ? 
A.—I might have bought them for the 
Continental Life, but I did not do so; 
. bought them for the Ontario Securi- 

ies. 

Q.—It all seems to be a mental pro- 
cessP A.—No, we were not buying 
bonds for the Continental Life, in fact 
we had not the money to buy $62,000 
worth of bonds, if we had bought them 
to re-sell we might have managed it. 

Q.—You had more money than the 
Ontario Securities Company to buy 
bonds with? A.—We could borrow on 
debentures. 

Q.—You had more money than the 
Ontario Securities Company to buy 
-konds with? A.—Certainly, a larger 
concern. 

Q.—And the Ontario Securities Com- 
pany had a good many things to look 
after at that time? A.—But I had 
no power to buy bonds for the Con- 
tinental Life Insurance Company, and 
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I had power to buy bonds for the On- 
tario Securities Company. 

Q.—If you saw a good thing take it 
for the Ontario Securities Company? 
A.—Anything we bought for the On- 
tario Securities Company we made a 
profit out of, 

Q.—Then you would take some bonds 
and sell them to the Continental Life? 
A.—Yes. 

Q.—What is the largest profit you 
have made on bonds that the Ontario 
Securities Company have sold to the 
Continental Life? A.—That is on that 
statement too, the exact figures. 

Q.—Cannot you tell me from mem- 
ory? A.—No. .All the items are there 
which will show the Continental Life, 
they are all tabulated down there, 

Q.—What is the highest rate, do you 
know, that you have added to the cost 
when you have been turning them 
over to the Continental? A.—I don’t 
know, we have not fixed on any par- 
ticular rate, we have sold them at the 
market price, whatever the market 
price has been. . 

Q.—You cannot tell the market price 
of Dauphin debentures, it depends on 
whether you find some person that 
wants to buy at the time you want to 
sellP A.—Yes. 

Q.—I do not think I would mention 
market price— A.—There is a market 
price of debentures, it varies from 
time to time; if you know about the 
selling of debentures you would know 
there is a market price on debentures 
of all towns. 

Q.—Would there be on the Dauphin 
debentures? A.—yYes, there was a 
market price on the Dauphin deben- 
tures. 

Q.—What was the price? A.—43 per 
cent. rate I think. 

Q.—Would you sell them at the mar- 
oo price to the Continental Life? A. 
—Yes. 

Q.—The Ontario Securities Company 
would always be ready to sell to the 
Continental Life at the market rate? 
A.—Yes. 

Q.—It was not at any regular com- 
mission? A.—No. 

Q.—Charge them whatever the mar- 
ket would stand? A.—Whatever they 
could buy them elsewhere at. 

Q.—Could they buy Dauphin deben- 
tures elsewhere? A.—I suppose that 
would be the only issue. 

Q.—How are you going to fix the 
price? A.—You would have to com- 
pare it with other towns of the same 
size and dimensions. 

Q.—How would it do to say the price 
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the Ontario Securities Company was 
paid was a fair price and let them 
have them at that price? A.—It was 
not a fair price, we got them very 
cheap. 

Q.—Why did not the Continental 
Life buy them? A.—Because I bought 
them when I was out West. 

Q.—Tell me what date you bought 
the Dauphin debentures, what date did 
you pay the money for them? A.— 
When we paid the money I could not 

_tell you; I wrote about them when I 
was in Winnipeg. 

Q.—What was the total issue? A.— 
$35,000. 

Q.—$27,000 you sold the Continental 
Life was the whole issue? A.—No, 
$35,000 altogether. 

Q.—Did the Ontario Securities Com- 
pany take the balance? A.—Took all 
of them, we sold $8,000 to the London 
Mutual at a higher price than we sold 
to the Continental Life. 

Q.—Then you sold $27,000 of them 
to the Continental Life?- A.—yYes. 

Q.—They were arranged for while 
you were out West? A.—Yes. 

Q.—And yet the Ontario Securities 
Company charged the Continental Life 

-_ 6 per cent. advance on those bonds? 
A.—We sold them at 44 per cent, rate. 

Q.—Do you think that is right? A. 
—It was a good investment for the 
Continental Life. 

Q.—Do you think that is right for 
the Ontario Securities Company on 
debentures you picked up when you 
were out West on business for the Con- 
tinental Life, to charge the Contin- 
ental Life 5 per cent. for those deben- 
tures you got out West? A.—I think 
it is fair, if you give them value for 
the money. 

Q.—You think that you as an officer 
of the Continental Life on a trip out 
West for the Continental Life, so long 
as you give the Continental Life value 
for them when you come back, you 
think that is right? A.—So long as 
I give them value for that money, I 
think I am perfectly right. 

Q.—They pay your expenses and your 
salary, and you sell the thing to them 
when you come back— A.—We did 
not sell them at that time but later on. 

Q.—When did you return? A.—I re- 
turned in June, 

Q.—We will see what time you paid 
the money. 

MR. FULLER: September 2nd we 
paid for them. 

MR. TILLEY: Q.—The Ontario 
Securities Company paid for them on 
September 2nd, and on the same date 
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the Continental Life paid for those 
shares. 

MR. WOODS: I suppose they were 
not issued for some time after. 

Q.—The Ontario Securities Company 
never paid out a dollar in respect of 
them? A.—yYes, they did. 

Q.—In respect of these $27,000 of 
bonds? A.—I do not remember just 
how the deal was closed, but I know 
we paid for them. 

Q.—I am not questioning but what 
Dauphin got the money for them, 
but I want to know whether the On- 
tario Securities Company paid out a 
dollar for those bonds of its own 
money, or those $27,000 of debentures 
—it could not have done so? A.—If 
we had them sold before they were 
issued— 

Q.—The Continental Life bought 
them on the same day your company 
paid for them? A.—They may have 
been bought some time before that and 
only paid for that day. 

Q.—Will Mr. Fuller tell me_ this. 
What money paid for those debentures, 
was it the Continental Life money or 
the Ontario Securities Company? 

MR. FULLER: The Ontario Securi- 
ties Company had to pay for that first 
before they could sell them to the Con- 
tinental Life. 

MR. TILLEY: Q.—Paid for them 
the same day? 

MR. FULLER: Yes. 

MR. TILLEY: And got a cheque 
from the Continental Life and gave 
its cheque? . 

MR. FULLER: They gave a cheque 
first and got a cheque afterwards. 

MR. TILLEY: Tell me why then 
that transaction was put through the 
Ontario Securities unless it be simply 
to make a profit off from the Contin- 
ental Life? 

WITNESS: I suppose that is what 
the Ontario Securities Company is for, 
to make money for the shareholders. 
-Q.—Was the Ontario Securities 
Company formed to make money for 
the directors of the Continental Life 
out of deals put through for that 
company? A.—No, it was not organ- 
ized for that purpose, 

Q.—That is what, what do you sug- 
gest, an incidental object? A.—Yes. 

Q.—Just to get a little profit that 


way— 
MR. LANGMUIR: Is that the 
usual rate that is paid for the pur- 
chase of those debentures, municipals? 
A.—4}. 
Q.—No, 5 per cent.? A.—We 
bought the bonds very cheap. 
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Q.—I want to know if that is the 
usual rate? 

MR. FULLER: I do not think that 
is quite correct about the 5 per cent. 

MR. LANGMUIR: The Continen- 


tal paid the Securities Company 5 ' 


per cent. on the face value of those 
debentures as an intermediary of the 
purchase P 

WITNESS: We bought them at 
4 7-8 per cent. rate— 

MR. LANGMUIR: 
commission paid? 

MR. HOLDEN: No, it is not a 
commission paid. This is the trans- 
action: the Ontario Securities Com- 
pany say, ‘‘We are not your agents 
for these bonds at all; we have bought 
them; they are our debentures; we 
will sell them to you at whatever price 
we agree on,’’ but the result was that 
they got 5 per cent. profit on the re- 
sale to the Continental Life? 

MR. LANGMUIR: 5 per cent. on 
the purchase money? 

MR. TILLEY: Yes. 

MR. LANGMUIR: The usual way 
to sell debentures, if they pay 4 you 
buy them at 3 7-8, or you may pay 
point two or point three and make a 
profit on them; but is it the usual 
thing to get 5 per cent. for selling 
debentures ? 

WITNESS: It was a big profit, 
very much larger than we made on 
some other debentures, but the bonds 
were bought as I say cheap. 

MR. LANGMUIR: It is too large 
a charge. 

MR. HOLDEN: It comes to a little 
less than 4 per cent. 


MR. TILLEY: I think that the 
transaction should go back of that 
completely. What I ask Mr. Woods 
is, how can he justify when he gets 
debentures out West and brings them 
down to Toronto, and the money to 
pay for the debentures themselves 
comes out of the Continental Life, 
simply passes out through the On- 
tario Securities Company,—why they 
should take anything off the Contin- 
ental Life? 

WI'TNwSS: We could have sold 
them to other firms at the same price. 

Q.—Why should you be selling to 
your own company debentures that 
you got when you were out West on 
their business? A.—If we had the 
debentures which we had, why should 
we sell to the Continental Life at a 
less price than we could sell to other 
people? 

(Q.—Supposing you to-day could buy 
debentures at 97 that are worth 98, 
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would you feel justified in buying 
them personally, as Mr. Woods, at 97 
and selling them to your own com- 
pany at 98? A.—If the Continental 
wanted them I would buy them for 
the Continental Life. 

Q.—But the Continenta] Life want- 
ed these debentures? A.—Not at the 
time I bought them. 

Q.—They wanted them just as much 
as the Ontario Securities Company? 
A.—No, we wanted to sell again; at 
the time I bought those debentures 
the Continental Life did not want 
them. 

MR. LANGMUIR: What did you 
pay for those debentures? A.—We 
bought them at 4 7-8 rate with a small 
premium on 4 7-8 rate, and we sold 
them at 43 per cent. rate. 

MR. TILLEY: No, no, the profits 
that the Ontario Securities Company 
made by Mr. Woods putting those 
through them to the Continental Life 
was 5 per cent. on the bonds. 

MR. LANGMUIR: They sold them 
at 4 7-8 plus 5 per cent. Why was 
the transaction so involved? 

MR. HOLDEN: It is not involved; 
they bought them at a certain rate 
and sold them at another rate. 

MR. TILLEY: At what rate did 
you sel] them ? 

, AE At a small premium on 

Q.—Tell me the price you paid, 
where are the figures? 

MR. HOLDEN: Mr. Tilley is argu- 
ing it is the equivalent of 5 per cent. ; 
it is a little less than 4 per cent. 

A.—Am I correct in my statement? 

MR. LANGMUIR: You are per- 
fectly correct if you bought your de- 
bentures—I am not talking about the 
morality of the transaction—but if 
you bought your debentures at 4 7-8, 


- and you sold them to some other per- 


son at 5, that is the usual way to 
make a purchase and saleP - 

MR. TILLEY: To pay 44? A.— 
Yes. 
MR. LANGMUIR: Yes, that is 
right; but I understood you sold them 
to the Insurance Company at a pro- 
fit of 5 per cent. as well. 

MR. TILLEY: No, no: 

WITNESS: I just want to state 
that in connection with those deben- 
tures: we bought the $35,000 at a 
rate to earn 4 7-8 per cent. less a 
small premium, which we paid on this 
price, as soon as they were delivered 
we had some sold to another company 
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at a rate higher than those we sold 
to the Continental Life; we sold them 
at 4.40. 

MR, TILLEY: Q.—But you sold 
the Continental Life at 44? A.—yYes. 
Those we sold to the other company 
only netted them 4.40. We after- 
wards sold from the Continental Life 
to another brokerage firm at the same 
price we bought them at, 42. 


Q.—Was the profit you. made on 


that transaction equal to. five per cent. 


on the debentures? A.—No. 


Q.—What was it equal to? A.— 
About 4 per cent. 

MR. LANGMUIR: Were they in- 
stalment debentures or straight? A. 
—Straight debentures. 


MR. TILLEY: In what month did 
you buy them? A.—In June. 


Q.—The Continental Life at the end 
of June had $25,000 to invest in cash; 
at the end of July it had $50,000, and 
at the end of August $52,000; at the 
end of September $31,000; ‘October 
$42,000; November $47,000 and De- 
cember $35,000. If you had all that 
money to invest why did not Mr. 
Woods when he was there put those 
debentures straight to the Continen- 
tal Life instead of putting them 
through rae Ontario Securities Com- 
pany? A.—I do not think we had 
$35,000 to invest when I bought those 
debentures. 


Q.—But the least you had at the 
end of:any month in that year in 
cash was $22,000? A.—What month 
was that? 

Q.—That was May; you start in the 
beginning of the year $43,000, Febru- 
ary $51,000, March $54,000, April 
$62, 000, May $22,000, and I have 
given the other months ? A.—What 
was June? 


Q.—$25,000? A.—Look here, when I 
bought those debentures for the On- 
tario Securities Company the insurance 
company was not looking for invest- 
ments. I bought them absolutely for 
the Ontario Securities. In September 
we may have had this money to in- 
vest, and we bought those debentures 
at a profit for the Ontario Securities 
Company, but the Continental Life did 


not pay more than the market value’ 


for those debentures, that is a price 
we could have sold them, we could have 
sold some at a ‘higher price in the 
market; is there anything wrong in 
that? 

* Q:—Do you want my opinion ? A.— 
Yes. 


Continental Life. 
(G. B. Woods, Ex’d.) 


Q.—I think so? A.—If we had not 
bought them we would have had to 
buy something else. 

Q.—That makes no difference; their 
agent was in the West, was at the 
place at their expense, and: the com- 
pany should have got the benefit of 
the transaction? A.—We did not want 
it at that time. 

Q.—You wanted $27,000? A.—Not 
at that time. 

Q.—However that is the transaction 
as stated; you had $42,000 at the end 
of September after you had bought 
$27,000, of them still to’ invest? 

MR. FULLER: In June there was 
only $25,000, and you avill observe 
$16,000 of that was in Beeton; that 
leaves only $9,000. 

MR. TILLEY: But you did not have 
to pay for them till September? A.— 
In June we did not know what money 
we would have in September. 

Q.—Why did: you not make that 
transaction of the Ontario Securities 
till September? A.—They were not 
delivered till that time. 

Q.—You were perfectly free ea He 
September came when they were to be 
delivered to give to either company? 
A.—Yes. 

Q.—When September came you knew 
the money you had, you knew you 
could have taken that investment, you 
could have taken the whole issue, and 
instead of taking the whole to the Con- 
tinental you take the majority to the 
Continental and give the Ontario 
Securities a profit on them—do you 
think that is a proper transaction P 
A.—I think it is perfectly proper. 

Q.—At any rate you regard the On- 
tario Securities Company as being per- 
fectly free if it sees a security that 
it can buy at 60 and can sell to the 
Continental at 62 to put that transac- 
tion through as often as it can? A.— 
Not unless they are given value for 
their money. 


Q.—Even if it is given value? A.— 
Tf it is a good investment, if the Con- 
tinental Life has, money to invest, and 
the Ontario Securities Company have 
anything to sell they have a_ perfect 
right to buy from the Ontario Securi- 
ties Company in preference. to any 
ether bond company. 

Q.—Will you point out any other 


bonds or debentures you got when you 


were out West? A.—Only the two 
blocks, these and the Calgary. 

CO: —Tell me any other securities that 
you assisted in arranging for the pur- 
chase of by the Ontario Securities 
Company? A.—I bought the Chathams, 
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there were $109,000 of those. Mr. 
Somers in his evidence this morning 
I think led you to believe that I was 
there on a business trip for the Con- 
tinental Life; I was taking my holi- 
days during that trip. 

Q.—I did not understand that from 
him? A.—I was on a bowling trip and 
he was with me on my rink, and he 
bought the bonds that day and _ paid 
my own expenses, so that the insur- 
ance company had nothing to do with 
it, and the Ontario Securities made a 
very fair profit on those. 

Q.—Was it sold to the Continental 
Life? A.—We sold a few to the Con- 
tinental Life and the balance went 
through Wood-Gundy. 

Q.—On an agreement to divide the 
profit? A.—Yes. 

Q.—Any others you bought? A.— 
We bought St. Catharines, I think that 
is all I bought individually; but of 
course I was interested in buying them 
all, I am speaking individually; there 
was not any bought without my knowl- 
. edge of it. 

Q.—And your consideration of it? 
A.—Yes, as to the market value of 
the bonds. 

Q.—The Ontario Securities’ judg- 
ment on the transaction was exercised 
through you to a great extent in con- 
nection with all these transactions? 
A.—I generally fixed the price. 

Q.—And that was done by you from 
day to day as matters would arise? 
A.—I knew the value of the bonds 
more than perhaps any other indi- 
vidual. 

JUDGE MacTAVISH: Who fixed 
the price in these transactions for the 
Continental Life? A.—I did myself. 

MR. TILLEY: You fixed it from 
both sides? A.—Yes, I would decide 
what the market value of the bonds 
was. 

Q.—You would never have to arbi- 
trate in a case like that? A.—The 
matter was always submitted to our 
directors. 

Q.—After it was carried through? 
A.—No. 

Q.—Not always? A.—No, never. 

Q.—Take the Reliance debentures, 
they were submitted afterwards? A.— 
To our General Board, but they were 
always brought up before our Com- 
mittee, which -is a weekly affair. 

Q.—They might be carried through 
a day or two before and they would 
come up afterwards? A.—No, they 
would not be carried through until it 
had been decided on by the Committee, 
and then the Board would approve of 
them afterwards. 
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Q.—I will put in as an exhibit the 
list of your directors as furnished to 
us, and the Executive Committee; you 
say the Executive Committee would 
deal with these matters before the 
transaction would be carried through? 
A.—Yes. 

Q.—The Executive consisted in 1905 
of what persons? A.—Hon. John Dry- 
den, Mr. Somers, Dr. Aikens, Mr. Van- 
dusen, Mr. Jackson, Mr. Jones and 
J. W. Scott of Listowel and myself. 

Q.—And the majority of those 
would be in Toronto? A.—Yes. 

Q.—Who would usually meet at these 
meetings? A.—AIl except Mr. Scott, 
he does not always meet, he sometimes 
comes but not always. 

—List of Directors referred to filed 
as Exhibit 272. 

Q.—I understood you to say when 
Mr. Blackadar was here he told you 
that the balance of the Atlas Loan 
special deposit of $3,190 should be 
taken out of the books and written 
off? A.—He did not tell me, I think 
he told Mr. Fuller; I did not speak 
to Mr. Blackadar at all. 
eres that right, has it been written 
Oo 

—Mr. Fuller answers the questions 
until a change is indicated. 


A.—Not off our own books, it was 
written off the Government statement. 

Q.—Why is it not written off your 
own books? A.—It will be written off 
to profit and loss at the end of this 
year. 

Q.—Why not make your books at 
once accord with the return you have 
made to the Government; according 
to. your statement of last December 
as amended with your concurrence 
that $3,190 was written off, was it 
not? <A.—Yes. ' 


Q.—And still is being carried in your 
books? A.—I have no authority to 
write it off; we will write it off at the 
end of the year, and not show it in 
our statement again. It should be 
written off, and that will be shown. 

Q.—What was the purchase price of 
the real estate? 

—The questions are answered by Mr. 
Woods until a change is indicated. 

A.—$100,000. 

Q.—What are you carrying it in 
your books at? A.—$100,000. 

Q.—Exactly? A.—Yes; there is 
something that has been done on it, 
that has been added to it since. 

Q.—Do you consider the purchase 
of a $100,000 building is a proper 
thing for an insurance company at 
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the age of the Continental to be do- 
ing? A.—TI do. 

Q.—Why do you say so, as an invest- 
ment? A.—Yes. 

Q.—What return do you expect to 
make on your money? A.—I cannot 
say what we will make, but we will 
make a very fair investment. 

Q.—What have you anticipated you 
will make? A.—We will make at least 
8 per cent. 

Q.—That will certainly be a pretty 
good rate of interest? A.—And I 
think we will make a good deal more 
than that; we will make at least 8 
per cent. 

Q.—Have other insurance companies 
do you think experienced the same re- 
sult? A.—I do not think they have. 


Q.—You think your result will be 
more satisfactory than the others? 
A.—I think we got a bargain on the 
building. 

Q.—By reason of the price? A.— 
Yes. 

MR. LANGMUIR: What are the 
alterations costing you? A.—About 
$65,000, but you know architects al- 
ways add something to it, but that 
is his estimate, We have been offered 
a large sum on the purchase price 
for the building. 

Q.—Are you putting three storeys 
more on? A.—It will be an eight 
storey building when it is finished: 

MR. TILLEY: Q.—I was asking 
you about the Merchants Life, you’ 
were an agent of that? A.—I was’ 
Superintendent for a few months. 

Q.—Was that just before you form- 
ed the Continental? A.—Yes. 

Q.—And the Merchants failed? A, 
—They went into voluntary liquida- 
tion. 

Q.—They had to be wound up, had 
not they? A.—I do not think they 
had to, but that principle was wrong, 


it was on the assessment system, and 


I advised the winding of it up. 


Q.—So that you knew it was going 
to be wound up for some time and 
anticipated it would? A.—They wound 
it up very soon, they had a meeting 
and talked the matter over. 

Q.—Was there a proposal to re- 
insure the insured in the Merchants 
in the Continental? A.—yYes. 

7 Q.—Was that carried through? A.— 
es. 

Q.—Did you re-insure any of them? 
A.—Yes, we re-insured very few, we 
put them through as a new applica- 
tion. 

Q.—They took out policies in the 
Continental? A.—yYes. 


Continental Life. 
(G. B. Woods, Ex’d.) 


Q.—Were you organizing the new 
company while you were acting for the 
cld Merchants? A.—No. 

Q.—Not at all, not soliciting sub- 
scriptions and so on at that time? 
A.—I do not think so. 

Q.—Are you sure about that? A.— 
Yes, I am sure. 

Q.—You did not start that till after 
you left the Merchants? A.—No, I 
resigned from the Merchants to or- 
ganize the Continental. 


Q.—And up to the time you had not 
got your organization in shapeP A. 
—No. 

Q.—You had many of the same 
Board of Directors? A.—Yes, we had 
quite a number of the old Merchants. 


Q.—When you would issue a policy 
to an old holder of a policy in the 
Merchants Company would you give 
him any special privilege or rate? 
A.—Yes, we made a special rate, we 
gave them a non-profit policy I think 
and made a smaller loading for them. 

Q.—Why did you do that? A.— 
Well, there was not any cost in se- 
curing the business. 

Q.—Was any person paid a commis- 
sion on it? A.—None whatever. 

Q.—None on that business? A.— 
I do not think so. 

Q.—Don’t say you do not think so? 
A.—I am pretty sure there was no 
commission paid. 

Q.—I want you to be more than 
pretty sure, I want to know whether 
any person was paid a commission on 
that business or not, or any part of 
it? A.—I could not say absolutely 
without referring to the books. 


Q.—What books would you have to 
refer to? A.—We can find out. 

Q.—You do not know now? A.— 
I do not remember whether there was 
any commission, there may have been 
a small commission. 

Q.—It was a smaller premium? A. 
—Yes. 

Q. Did you get any commissions on 
that old business that was written? 
A.—None whatever. 

Q.—Did you issue any policies where 
you would give a policy of 14 pay life? 
A.—Yes, I think we did issue a few. 

Q.—To whom? A.—To the Mer- 
chants’ people. 

Q.—Merchants’ policyholders? A.— 
Yes. 

Q.—At the same rate you were 
charging other people for a fifteen pay 
life? A.—I do not think so; we made 
all the Merchants’ Life people a small 
concession, if they had a policy in the 
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Maraknnte Life we an give them a 
fourteen year instead of a fifteen I 
think. We made them a special rate. 
I forget now what the rate was, but 
I think we loaded the rates about 5 
per cent. on the Hm. 

Q.—It was not a regular 15 pay- 
ment premium? A.—It+ woud be a 
14 year premium with a 5 per cent. 
loading. 

Q:—Did that bring it to about the 
same as a 15 payment premium? A. 
—Pretty near, I suppose, perhaps a 
little more. 

Q.—Would it be more or less, would 
you figure that out for us Mr. Fuller? 

MR. FULLER: Yes, I will have to 
go over to my office and do it. 

MR. TILLEY: We can get the in- 
formation later on then. 

Q.—How many policyholders did 
you take into your company that way 
—that is practically giving them a 
substantial rebate, 

Mr. Woods answers the questions 
until a change is indicated: 

A.—Yes, 

Q.—Why would you give any rebate 
to those old policyholders in the Mer- 
chants, that’ was very inequitable to 
the new policyholders in your com- 
pany was it not? A.—I do not think 
so. I suppose we did it at that time— 

Q.—Do you suppose, you know why 
you did it? A.—At that time there 
were quite a number of the men in- 
terested in the new. that were on the 
old Board, and they wanted to pro- 
tect the policyholders as much as they 
possibly could, 


Q.—Why should the new _ policy- 
holders in the Continental life be 
protecting the old policyholders in the 
Merchants Life—you understand it 
was not the directors who were pro- 
tecting these people to a great extent 
but the new policyhoders in the Con- 
tinental Life; why should the direct- 
ors of the Continental Life be saddliug 
the new policyholders in their cém- 
pany with old friends from the old 
company? A.—They are not. We 
had no expense in connection with 
that business, and the business just 
came to the office as a matter of trans- 
fer. 

Q.—Would you have writen those 
policies if a person had come to your 
ofice who was not one of the Mer- 
chants Life people? A.—I do nut 
say we would. 

Q.—Then you were giving them 
that— A.—We were making them a 
concession owing to the fact that they 
had been’ insured in the Merchants 
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Continental Life. 
(G. B. Woods, Ex’d.) 


Life, and as many of them wanted 
to take Continental Life insurance we 
made a special rate, we gave them the 
ordinary Hm. table with 5 per cent. 
loading on the non-profit plan. 

(.—Were there any profit policies 
issued? -A.—I do not know whether 
there was any. profit policies issued 
or not. | 

JUDGE MacTAVISH: Was that a 
part of the bargain between the Mer- 
chants and the Continental? A.—No, 
there was no bargain whatever. 

MR. TILLEY: Just a voluntary 
act on the part of the directors of the 
Continental? A.—Yes. 

Q.—Was that a proposition that was 
open to any of the policyholders of 
the Merchants? A.—Yes, I think we 
offered it to any of them. 

Q.—By circular? A.—I do not re- 
member that. They had to pass a 
medical examination; we only got a 
very few of them; if I say fifty it 
would not be beyond the amount. 

Q.—I would like Mr. Fuller to pre- 
pare a statement showing how the 
premiums compare with the 15 year, 
and what expenses were paid in con- 
nection with that? A.—Very well. 

JUDGE MaclAVISH: And _ the 
Commissions? A.—Yes. 

MR. TILLEY: Did you have any 
correspondence with the Department 
at Ottawa as to which Act covered 
your power of investment, the old 
Ontario Act or the Dominion Act? 
A.—I think Mr. Fuller did one time. 

Q.—I would like to see the corres- 
pondence. 

MR. FULLER: 
time ago. 

Q.—I mean lately? 

MR. FULLER: No. 

Q.—Within the last year or two? 

MR. FULLER: No. 

Q.—It was decided on in one place? 

WITNESS: . Yes, but we did not 
write, 

Q.—I notice April 15th, 1904, you 
passed a resolution that if a death 
occurred: to a policyholder within the 
thirty days of grace they would pay 
the claim? A.—Yes, 

Q.—Was that the result of some 
discussion or some question that had 
arisen as to the liability of the com- 
pany to pay its policy if death oc- 
curred during that year? A.—I think 
it was, I think the People’ s Life were 
having some trouble. 

Q.—You decided you would pay it? 
A.—I wanted to know just where we 
stood. 


That was a long 
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Q.—And you laid down the rule 
that all such claims would be paid by 
your company? A.—yYes, © 

MR. FULLER: It was to be put in 
the policy. 

MR. TILLEY: I do not think ‘it 
says soP 

A.—We were about to issue some 


new policies IJ think at that time, 


and we wanted to know whether it 
was the intention of the Board to do 
that. 

Mr. Tilley reads minute referred 
to, ‘‘The matter of payment of claims 


under policies in the event of death, 


occurring ' during the thirty days of 
grace, ”” ete. 

Q.—Then you say that was only to 
apply to new policies? A.—Yes. 

Q.—You would not make that rule 
apply to all your policyholders, you 
were going to give it to your new 
policyholders; was it not your inten- 
tion at that time to make that of 
general applicationP. A.—I do not 
think it was; just on the new policies 
issued. 

Q.—It does not say soP A.—That 
was the intention. 

Q.—Then the company will consider 
the policy in force during the thirty 
days of grace even if death should 
occur during that period? A.—1L 
knew we were about to issue some new 
policies, and that is the reason it was 
brought up. 

Q.—That would be a very fair thing 
to do, if you are going to treat new 
policyholders that way, to put all on 
the same plan, would it not? A.— 
It might be. 

Q.—I was asking you what you 
thought of it? A.—We did not want 
to make any alterations in the con- 
dition of the old policy, either good, 
bad or indifferent. 

Q.—Shortly after that apparently a 
claim was made against you on Adam 
Spavin’s policy, do you remember 
that? A.—Yes. 

Q:—State briefly what happened 
there; he gave a promissory note for 
his premium? A.—J think he gave 
two notes. 

Q.—He gave one promissory note 
anyway for his premium? A.—Yes. 

Q.—The premium was payable on 
the 15th October, 1904, without any 
days of grace? A.—Yes. 

Q.—He gave a note which would 


mature on the 18th October, 1904, 


tell me why he gave that note and 
why you accepted the note for his 
premium before it was due, and the 
note payable before it was ‘due? A. 


Continental Life. 
(G. B. Woods, Ex’d.) 


—I do, not know why he gave the 
note payable at that date, I suppose 
it was his own arrangement. 

Q.— Was it given to youPp A.—lIf 
was given to our agent, © 

Q.—The premium was not really du 
until the 15th November, was it, 1904 
A.—He would have thirty days crack 
to pay. 

_Q.—And if you took a note from 
him which matured on the 18th Oc- 
tober, three days after the date of 
the policy? A.—Yes, that was the 
date he said he wanted to pay it. 

Q.—And that note lapsed, was not 


paid? A.—It was not paid. 


Q.—And he died on the llth No- 
vember, stil] within the thirty days? 
A.—Yes, 

Q.—And you at once refused to pay 
the policy? <A.—Yes.' 

Q.—And if he had not given you 
any note at all you would have had 
to pay the policy without any de- 
mand? A.—I think we would—Oh, on 
that policy I don’t suppose we would. 

Q.—You would have had no defence 
to that policy at all; here is clause 
2 of the policy itself: ‘A: grace of 
one calendar month,’’ etc. (Reads 
clause 2)? A.—lIf he had paid the pre- 
mium during the month the policy 
would have been in force, but he did 
not pay the premium, 

Q.—He gave you a note? A.— 
Which was not paid. 

Q.—And then he died before the 
end of the month? A.—Yes. 

Q.—If your rule had been acted on, 
leaving out the questior of law that 
would be involved, he would have been 
entitled to his money? A.—He 
would if he intended to pay the pre- 
mium, but he did not intend to pay 
the note, with reference to paying the 
note 

Q.—He could not have any inten- 
tion, after the llth November, and 
ha still had some time within which 
to pay itP A.—Yes. 

Q.—He died on the lith?: “A.—He 
refused to pay the note when it was 
due. 

().—Regardless of what he had aone 
or refused to. do I do not see any 
contention in the correspondence by 
you that he had ever refused to pay 
th, note? A.—He did not pay it. 

Q.—ls that. what you mean? A.— 
Yes, he did not pay it. 

Q —And if he had not given any 
note he would have had until the 
1iddle of November; that policy was 
for $1,000P A. =! Ves. 
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Q.—And you settled it for $250? 
A.—Yes. 

Q.—Do you think that is fair treat- 
ment of one policyholder having re- 
gard to your general rules and regula- 
tions as to other policies? A.—We 
have never contested any policy in 
the Continental Life where they pay 
the premium within the proper time, 
and we were advised by our solicitors 
not to pay that claim. 

Q.—Of course the solicitor would ad- 
vise what the law was, he would not 
advise you as a matter of pahcy you 
should not pay it? A.—WNo, he ad- 
vised what the law was. 


Q.—And he told you the money could 
not be collected from you? A.—Yes. 

Q.—And the reason he told you that 
was a note had been given which had 
not been paid? A.—yYes. 

Q.—And if he had not given any 
uote you would not have disputed the 
policy at allP A.—I do not suppose 
we would. 

Q.—But because he gave you a 
note which he did not pay you dis- 
puted the policy? A.—We have 
paid claims we should not have paid. 

Q.—And that is offset by this case? 
A.—No, two wrongs do not make a 
right, but we have paid claims which 
we should not have paid. 

Q.—Don’t you think this should 
have been paid? A.—I don’t think 
so. 

Q.—Why? <A.—Because the man 
gave the note. 

Q.—He was not obliged to give 
you the note? A.—No. 

Q.—If he had not done anything 
and not given you the note, which 
you were glad to get I presume, you 
would have paid the policy, but be- 
cause he gave you a note and didn’t 
pay it— A.—There is one thing, if 
we were liable we would have paid it 
without any hesitation. 


Q.—I dare say you would, and 
there is a question of liability there. 
It seems to me in view of the resolu- 
tion you had passed it was a narrow 
point to take with the man if that is 
the only objection? A.—That was 
the only objecion. 

Q.—But he still had time within 
which to make the payment even 
after the note matured? A.—Yes, if 
he had not given the note. 

Q.—What is the Provincial Agency 
Company? A.—I know very little 
about it. 

Q.—You know more about it than 
TI do? A.—I don’t know as I do. 
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Q.—You have had more dealings 
with it than I have? A.—I have had 
no dealings with it except— 

Q.—What was it? A.—They were 
a loan company; Mr. Coastworth was 
the solicitor and that is all I know 
about it. 

Q.—Was_ he interested in it other 
than as solicitor? A.—Not that I 
know of. 

Q.—What was the business that 
was carried on? A.—Loan business. 

Q.—Loaning money on real estate?’ 
A.—I think they were loaning money 
on house furniture, on_ registered 
chattel mortgages. 

Q.—How did it come to have busi- 
ness transactions with you? A.—In 
making the loan they insured the 
person’s life for $1,000 or $2,000. ~ 

Q.—Always? A.—I don’t know 
whether they always did, but nearly 
always, I know very frequently. We 
got the business for a year. 


Ce ae then See you stop itP A. 
Yes 

Q.—Why? A.—The business all 
lapsed in the year and we_ decided 
not to take any more of it. 

Q.—Was it term insurance? A.— 
No, not always, some endowment, 
some twenty pay life—the phar 
plans of insurance. 

Q.—Did you give the Agency Wont 
pany special rates? A.—No, they 
just got the regular agent’s com- 
mission. 

Q.—Do I understand the Agency 
Company when it would make a 
loan to a proper individual would 
call upon you to take out insurance? 
A.—That is what I understand. 

Q.—And then the man _ who is 
borrowing the money on _ household 
goods would make out an application 
for insurance and pay the premium 
through the Provincial Agency Com- 
pany? A.—Yes. 

Q.—And the Provincial: Agency 
Company would deal with you as an 
insurance agent? A.—They were 
practically acting as an insurance 
agent for the Continental Life. We 
took their business and allowed them 
a commission. 

Q.—Did the insured pay the ordin- 
ary premiums of the Company or 
more? A.—He paid the ordinary 
rates to the Provincial Agency, and 
they handed it over to us less your 
commission. 

Q.—What was their commission? 
A.—It was 65 per cent., I think 
graded. 
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Q.—What would those _ policies 
amount to? A.—The whole amount? 

Q.—No, the average? A.—They 
would average I suppose about $1,- 
250, some $1,000, some $2,000, and I 
think one or two $3,000. 

Q.—Any of them under $500? A. 
—I think there were a few $500, but 
very few. 

Q.—Any under that? A.—No, I 
do not think so. 

MR. FULLER: There was one. 

Q.—You- pay agents both salaries 
and bonuses? 

WITNESS: We pay them salary 
and we sometimes give a bonus. 

Q.—Is there any rule about bonus- 
ing? A.—No. 

Q.—It is a voluntary matter on 
your part? A.—A voluntary matter 
at some months of the year. 

Q.—What months? A.—We have 
no particular month. 

Q.—Usually the end of the year to 
bring up the year? A.—Sometimes in 
December. I think last year we gave 
one in June, but we have no special 
month. 

Q.—Usually it will be December? 
A.—yYes, generally in December. 

Q.—And you offered them some 
special condition for getting a special 
amount? A.—If they wrote a certain 
amount of business. 

Q.—In the month of Danner or 
before the end of the year? A.—We 
give them a prize. 

Q.—What does the prize amount 
toP A.—It amounts to $75, $50, $25; 
we usually give about three prizes. 

Q.—Any more than that? A.—I 
think in one or two cases we have 
given $100 prizes. 

Q.—Any more than that? A.—No. 

Q.—Never more than that? A.— 
No. 

Q.—Do you approve of them from 
an insurance standpoint. A.—It is 
not a good system but it has always 
paid us well. 

Q.—The system is bad, but’ the 
benefit to the Company for a time 
is useful? A.—Yes, useful. 


Q.—But the system is bad? A.— 


It spurs the agent, and they all like 
to get a prize even if it is worth ten 
cents. 

Q.—They like it much better if’ it 
is worth $75? . A.—Yes. 

Q.—Do other Companies do_ the 
same thing? A.—I cannot speak for 
them, but I know some of them do. 

Q.—It is not a rule that is univer- 
sally applied? A.—There are very 
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few companies that do not do it I 
suppose. 

Q.—At any rate you do not ap- 
prove of it? A.—I did not say so. 

Q.—As a system? <A.—No. 

Q.—As a_ system it should be 
stopped? A.—Yes, I think all re- 
bating should be stopped and all bon- 
uses. 

Q.—That is a species of rebating? 
A.—I suppose it is, you have to pay 
the regular commission and the bon- 
us as well. 

Q.—And it gives the agent a 
chance in that last month of the 
year to rebate more? A.—Yes. 

Q.—And that is a chance that is 
taken advantage of considerably 
A.—Yes. 

Q.—And a lot of the policies issued 
in December lapse the next year? A. 
Some of them do. 

Q.—More in December than any 
other month? A.—Of course, it is the 
largest month. 

Q.—A larger percentage? A.—I do 
not know a larger percentage, but we 
always. have more business in Decem- 
ber. 

Q.—But a great deal of it lapses? 
A.—Yes, a large enough amount, any- 
way. 

Q.—Has any loan ever been made to 
any officer or director of your Com- 
pany? A.—Not a five cent piece. 

Q.—Ever any losses on _ securities 
other than the Atlas? A.—None what- 
ever. 

Q.—And you say the Atlas ‘will be 
made good to the Company? A.—Yes, 

Q.—How soon have policies in your 
Company a surrender value? A.—Af- 
ter three years. 

Q.—Have any of them. surrender 
value before that? A.—No. 

Q.—How is it, then, you have been 
making policy loans before the poli- 
cies have been three years in exis- 
tence? A.—I do not think we have, 
have weP 

Q.—Would not this show it? A.— 
Mr. Fuller is more conversant with 
these things than I am. 

Q.—Is that right? 

—The answers are given by Mr. Ful- 
ler until a change is indicated. 

A.—No, I think not. 

Q.—Would not that indicate it? A. 
No, that was on Farmers’ and Traders’ 
business; it had been in existence more 
than three years. 

Q.—I notice Sao Paulo Light and 
Power ‘bonds got into your vaults for a 
time, too? 
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—The questions are answered by Mr. 
Woods until a change is indicated. 

A.—Yes. 

Q.—You sold them at a profit? A. 
—Yes, made a very nice profit on 
them. 

Q.—You, I suppose, treated them as 
being authorized because the Company 
was chartered hereP A.—Yes, we 
thought they were all right, and when 
we were told they were not we sold 
them. 

Q.—Have you had any other unau- 
thorized investments—I am not say- 
ing now that is an unauthorized in- 
vestment? A.—I don’t know of any, 
in fact, we have had none. 

Q.—The policy-holders take no part 
at all in the management of your Com- 
pany? A.—No. 

Q.—They have no right to vote or 
represent their views in any way? A. 
By law they cannot, the Act defines 
that erate 


Q.—You have not thought of chang- 
ing that? A.—If we got a Dominion 
Charter we would have no objection to 
it, but under our present charter we 
are not allowed by law to have policy- 
holders on the Board. 

Q.—That is’ a_ restriction you can 
very soon get rid of P A.—TI suppose 
we could if the Act were amended. 


Q.—Have you made any profit out of 
stock which hag been forfeited by rea- 
son of non-payment of calls in your 
Company? A.—I do not think so. 

Q.—You ought to know? A.—Very 
little. I have bought considerable of 
the stock just to protect us, and sold it 
again, but I have bought some at a 
less price than I have sold it for, and 
I have bought other at a higher price 
than I have sold it for in order to pro- 
tect the Company. I think one of the 
Directors and myself went through it, 
and I had bought something over 800 
shares and sold it again, and I had 
only made a little over $100 on the 
whole transaction. 


Q.—Has the money from the pur- 
chases come from the Continental 
Life? A.—No. 

Q.—Has the Continental Life ever 
loaned money on its own stock? A.— 
No. 

Q.—I notice you issued a circular. on 
“The Impairment of Capital,’’ was 
that isued by your Company? A.— 
No, we bought some of them; they 
were issued by a firm in New York. 
They were written by some New York 
firm, and a number of young com- 
panies bought them. We circulated 
some. 
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Q.—I propose to put it in just to. 
show the ideas that are expressed 
there; it shows shortly the expense of 
new business being very high, with the 
old company the old_ shareholders’ 
money is used to carry that on; with 
a new company that goes out of the 
shareholders? A.—It goes out of the 
capital. 

—Circular referred to marked as ex- 
hibit 273. 

Q.—Your Company has suspend an 
impairment of capital? A.—Yes. 

Q.—To what extent; can you give me 
the figures year by year? A.—At the 
end of last year I think it was $63,- 
033.77. 

Q.—At the end of 1904, $68,872.68 ; 
at the end of 1903, $61, 338.932) Aa 
Yes. 

Q.—At the end of 1902, $54,203.21? 
A.—Last year was the first year we 
made money. 

Q.—I notice you reduce the impair- 
ment of capital by about $5,800? A. 
Yes, 

Q.—Was that due to any premiums 
being paid in on the stock during that 
year? A.—None. whatever, that was 
out of the earnings of the Company, 
out of the premium income. 


Q.—Do you think the Company has 
turned. the corner now, so that there 
will be no further impairment? A.—I 
think so, yes, if this Commission does 
not hurt it too much. 


Q.—Who made the premiums for 
your Company? A.—Mr. Fuller made 
the last ones, and Mr. Webb made the 
first rates we had; Mr. Fuller is our 
Actuary at the present time. 

Q.—Are they made up by competi- 
tion or as the result of Mr. Fuller’s 
actuarial skill? A.—Mr. Fuller’s ac- — 
tuarial skill, I think. 

Q.—No competition? A.—I do not 
think so. 

Q.—Are you members of the Life 
Association now? A.—Yes. 

Q.—Probably it is the result of being 
members there? A.—Our non-profits 
are all uniform with each other, and 
there is very little difference in the 
profit rates. 

Q.—Who made up the estimates for 
your Company? A.—Mr. Fuller. He 
did not make up the first ones, but he 
made up the last estimates. I am 
speaking of the last rates he made. 

Q.—Who made the first estimates? 


‘A.—Mr. Webb. 


Q.—As the result of competition or 
actuarial skill? A.—He ‘was the Con- 
sulting Actuary. 
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Q.—I suppose the estimates .are 
made up by competition? A.—I think 
they are somewhat high, enough. 

Q.—You will admit that? A.—Yes. 

Q.—Did you reduce them? A.— 
Last time, yes. 

Q.—Your first one is the rate book 
“A,” the estimates the about the same 
as the rate book ‘‘B’’? A.—Yes, that 
would be the guaranteed you are speak- 
ing about. 

Q.—No, the estimates; I notice that 
on an ordinary life your estimated 
profits are $240 at age 35? A.—Yes. 

Q.—Ordinary life at age 35 of the 
larger companies is $145? 

MR. FULLER: I think there are 
some of the larger companies higher 
than ours are now. 

Q.—Your profits as now estimated 
on that policy would be $240, whereas 
they were $390? 

WITNESS: A.—Yes. 

Q.—On the 20 payment life your 
profits were estimated under the old 
book to be $427, and they are now 
estimated to be $291; and on 20 year 
endowment your old book estimated 
the profits at $554, and your present 
book $415; there could be no justifi- 
cation for those old rates could there? 
A.—No, I don’t think so. 

Q.—How long did you continue to 
use them? A.—Until after Mr. Fuller 
had been here sometime. 

Q.—This last book has only been 
got out in 1905? A.—Yes. 

Q.—Do you mean to say.any Actuary 
ever told you he thought you could 
realize those estimated profits? .A.— 
Yes, he made up the books of the Na- 
tional Life and some of the others too; 
he was Assistant Actuary for the 
North American Life at the time. TI 
was not an Actuary myself, and I got 
him to make our rates. After Mr. 
Fuller came he looked them over and 
thought they were too high. — 

Q.—It was a long time before Mr. 
Fuller saw that book? A.—You can- 
not make a change like that in a week; 
you get your rate books printed and 
it costs money to manage a young 
company for the first few years. 

Q.—Is not that a trouble with 
young companies starting out by esti- 
mating profits very high, and prob- 
ably having their premiums a little 
lower than the older companies in 
order to get started? Ae think 
their estimates are generally too high. 

Q.—And their premiums? A.—The 
rates are plenty high enough. 

Q.—And the estimates are too high? 
A.—I think for old companies the 
rates are a little too high. 
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Q.—What do you say as to the way 
your estimates compare with other 
companies now? 

The questions are answered by Mr. 
Fuller till a change is indicated. 

A.—I think they are a little lower 
than most of them. 

Q.—The older companies? A.—Yes. 

Q.—Do you think these rates you 
have now will be realized? A.—I have 
made up the estimates allowing a 
higher rate of mortality than we have 
actually experienced in the few years, 
and allowed 60% of the Hm. mortality 
in the later years, and it comes out 
higher figures than that, and suff- 
ciently large to allow a profit to the 
shareholders in addition. 

Q.—I notice your estimate of $415, 
estimated cash profits 20 year endow- 
ment, that the Canada Life was $400 
for the same policy, and another of 
yours $291, Canada Life $304; yours 
$240, Canada Life $247; so that you 
are a little lower on some and a little 
higher on others. Do you think these 
estimates will be realized to the share- 
holders? A.—I fancy so, if we do not 
have any very bad losses on invest- 
ments. 

The questions are answered by Mr. 
Woods until a change is indicated. 

Q.—How has your death rate been? 
A.—I think it has been as low as any 
other Company in the Dominion, per- 
haps lower. 

Q.—That is partly due to the Farm- 
ers & Traders business you took over? 
A.—That is a very great factor in the 
business, although the death rate has 
been low; on the total amount of busi- 
ness we have experienced a very low 
death rate. We have always been ex- 
tremely careful in the collection of 
lives, we have a good class of medical 
men, and we have a very good medical 
director, and so far we have had a very 
low death rate, which has been quite a 
help to us of course. 

Q.—Then did the old Farmers pol- 
icies contain automatic nonforfeiture 
clauses? A.—I don’t think so. 

Q.—Do your policies? A.—Yes. 

Q.—Did you exchange the Farmers 
Company—? A.—The understanding 
with the shareholders of the old Trad- 
ers and Farmers was that they were 
to receive from the Continental Life 
an exact copy of their old policy ex- 
cept the change in the name of the 
Company. They wanted the same pol- 
icy, the same rate, same conditions 
as the old policy was. They have ex- 
actly the same policy word for word 
except the change of the name. 
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Q.—You have had a large lapse 
rate? A.—We had a large one last 
year, other years it had not been ab- 
normally high. 

Q.—Why was it high last year? A. 
—There was a certain amount of un- 
rest in the country owing to the in- 
vestigations in New York. 

Q.—I think in 1902 the number of 
policies issued was 1,000, lapses 500; 
1903, 1,000, lapses 476; 1904, 1,057, 
lapses 541; 1905, 1,057, and 631 lapses 
—did you have just the same number 
of policies issued in 1905 and 1904? 
A.—Exactly the same number, buf 
not the same amount. 

Q.—In the four years you had 4,114 
pou issued and 2,148 lapsed? A. 
—Yes. 

Q.—So that you had about 50% of 
your policies lapse? A.—Yes. 

Q.—Is not that a very high rate? 
A.—It is not any higher than some 
of the very large companies; some of 
the very large Canadian companies 
have the same ratio. 

Q.—50% of their policies lapsing ? 
A.—Of the total business written dur- 
ing the year. 

Q.—That would ‘involve’ consider- 
able loss would it not? A.—yYes, it 
does. 

Q.—When you say lapsed policies, 
do you include not taken policies? A. 
—Yes, we put them all in as lapses. 

Q.—Supposing a policy is not taken, 
does the Company pay the medical 
fee? A.—Certainly. 

Q.—Does it charge it up to the 
agents A.—Well, we have never done 
it. 

Q.—Are you allowed to by your 
contract? A.—By our agents’ con- 
tract, but we have never done it in 
any one case, we have had very few 
untaken policies. 


Q.—Would not it be rather whole- 
some to make an agent pay the fee? 
A.—We have had fewer not taken pol- 
icies than any other insurance com- 
pany. 

Q.—I was just asking what you 
thought about that? A*t—We have a 
clause in the contract which allows us 
to do it. 

Q.—So you think it would be a good 
thing to make the Agent pay the ex- 
penses a company is put to when a 
relicy is‘ not taken up? <A.—yYes, 
it is a good thing, and a protection. 

Q.—It would make a man a little 
more careful to see that the applicant 
really wanted. insurance? A.—If you 
have an agent who sends in $100,000 
a year and perhaps only has one or 
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two a-year you would not feel like 
imposing a penalty. We have never 
done it. ' 

Q.—Taking your expenses, making 
the assumption that the cost for new 
business is ten times that of renewal 
—I suppose that is right? A.—Yes. 

Q.—That is usual, is it not, Mr. 
Fuller ? 

—The questions are answered by Mr. 
Fuller till a change is indicated. 

A.—That is sometimes taken, but 
it is not always correct by any means, 
that is only approximation. 

Q.—It cannot be more, of course? 
A.—It might be more. 

Q.—Take it on that basis, your total 
and general expenses for 1902 to 1905 
would be $244,610.91; your new pre- 
miums were $146,242.71, and the re- 
newal premiums $301,989.31; if you 
figure out on the basis of ten to one 
it would make the expenses for that 
new business from 1902 to 1905 
138.60 per cent. of the new premiums 
—over 1 1/3 times the amount of the 
new premiums. On the renewal busi- 
ness during the same year it would 
be 13.86 per cents of the renewal 
premiums. Would you agree with this 
way, that about 15 per cent. of the 
renewal premiums is proper to charge 
up for renewal business? A.—It would 
be all right for a young company. 

Q.—For a company the age of your? 
A.—Yes. 


Q.—If you figured it out that way 
the cost of new business would be 
136.30, so that it comes very near the 
first way I have mentioned; is that 
about the result of your calculation, 
136 or 138 per cent. for new busi- 
ness? A.—I have made out an aver- 
age of 130.74. 

Q.—And that is what you think is 
fairP A.—Yes. 

Q.—How does that compare in your 
judgment with what should be the re- 
sult under proper conditions of car- 
rying on life insurance? 

MR. WOODS: It is a little high; 
it costs too much to get the business. 

MR. FULLER: That is an aver- 
age for the four years. 

Q.—You would say it was over 130 
anyway for the four years? A.— 
130.74 is the actual calculation. 

Q.—What is it due to, do you think? 

—The questions are answered by Mr. 
Woods till a change is indicated. 

A.—I am sure I don’t know what 
is the real cause. 

Q.—Do you know how your company 
compares with other companies about 
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the same age? A.—Very favorably, I 
think. 

Q.—It is due, I suppose to the high 
commissions a young company has to 
pay? A.—Yes. 

Q.—As the company gets older 
should the ratio decrease? A.—Ours 
is every year. 

Q.—Probably Mr. Fuller would tell 
‘us what he has for each year? A.— 
I mean the ratio of expense to pre- 
mitim income. 

Q.—You mean the total expenses to 
total income? A.—Yes. 

Q.—Have you compared it by new 
business, Mr. Fuller? 

MR. FULLER: A.—In 1902 the 
cost was 142.22 per cent. for the new 
business; in 1903, 127.39; 1904, 126.30; 
1905 it was a little higher, 128.52. 
The last three years are nearly the 
same. 

Q.—So that yours has decreased 
somewhat on the whole from the first 
year P 

WITNESS: Yes; I was speaking of 
the total income. 

Q.—Your present rate book you say 
gives surrender values after three 
yearsP A.—Yes. 

Q.—Your old book gave it after five 
yearsP A.—Yes. 


Q.—On account of the high expendi- 
ture there is now should a Company 
give surrender values at the end of 
three years or at the end of five? 
A.—I think at the end of five. 

Q.—You think, as a matter of fact, 
that the total cost of the policy has 


not been worked out at the end of. 


three years? A.—I am sure it has not. 

Q.—So that the insured is really 
being allowed a surrender value be- 
fore his policy has earned one? A.— 
Yes, I think so. 


Q.—Would you favor changing it to 
five, or would you favor bringing down 
expenses so that he would have the 
same interest at the end of three 
years? A.—The latter would be the 
best if you can do it. 

Q.—Then you give different per- 
centages of the reserves estimated on 
Hm. 3 on same plan, and 33 on others? 
A.—Yes. 

Q.—And run from 65 per cent. tak- 
ing whole life policy, 65 per cent. of 
the reserve at the end of the third 
year? A.—Yes, 

Q.—And running up to 100 per cent. 
em the 15th to the 20th years? A. 
—Yes. 

Q.—And ten payment life 662/3 of 
the reserve on the Hm. 34 at the end 
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of the third year and running up to 
100 per cent. at the end of the tenth 
and following years. 15 payments 65 
per cent. on the reserve on the Hm. 
831 at the end of the third year and 
running up to 100 per cent. at the end 
of the 15th and following years. Life 
20 payment, 66 2/3 per cent. of the 
reserve, Hm. 33 per cent. at the end 
of the third year, and running up to 
100 at the end of the 15th and fol- 
lowing years. You have a statement 
here showing all these surrender values 
and when they accrue, and probably 
I had better put that in? A.—Very 
well. 

—Statement of Surrender Values 
filed as Exhibit 274. 

Q.—Your guaranteed cash surrender 
values for all nonparticipating poli- 
cies are 10 per cent. less than the cor- 
responding value for the participat- 
ing policies? A.—Yes. 

Q.—If there is a mistake in their 
age under your policy you give the in- 
sured the payment he would have paid 
for at his right age? A.—Yes. 

Q.—If he has overstated his age you 
return him the excess premium? A. 
—Yes, 

Q.—That is not so in some of the 
policies and I notice you make it in 
this policy? A.—We always do that 
anyway. 

Q.—In the ordinary life policy you 
state it, not in the endowment policy, 
but you give it on the endowment 
business? A.—It is our custom any- 
way. 

Q.—Your endowment business is 
about 29.7 per cent. on your total 
business? A.—I think so. 


Q.—And your whole life, 63.7? A. 
—Yes. 

Q.—AIl others 6.6? A.—Very little 
term business. 

Q.—Nonparticipating business forms 
what percentage of your whole busi- 
ness? A.—A very small precentage. 

Q.—How much? 


MR. FULLER: A.—About 10 per 
cent. 

Q.—I suppose your agents are paid 
a good deal more for the participat- 


ing ?P 

WITNESS: A.—Yes. 

Q.—How much? A.—They get one- 
third more. 

Q.—When -you re-insure with an- 
other company, do you re-insure on a 
participating basis or a non-partici- 
pating? A.—A non-participating. 
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Q.—Why do not you take the parti- 
cipating basis? A.—Well, if we are 
certain the insurance would remain in 
force the whole term of years it might, 
but there is so much business lapses it 
does not pay us to pay the premium. 

Q.—In your opinion, it is cheaper 
insurance? A.—Yes. 

Q.—Non-participating business is 
cheaper than the participating, having 
regard to the premiums you pay and 
the profits you get, or do not get? A. 
—Yes. 

Q.—If you were taking out insur- 
ance, would you take out non-partici- 
pating? A.—I have not done so; I 
have taken out the profit in most 
cases. 

Q.—Under your charter, have you to 
give 90 per cent.? A.—No, not under 
our Charter; we are under the Onta- 
rio. Under Dominion Law you have 
to. 

Q.—Does not your Charter provide 
as to giving profits to shareholders? 
A.—Not any certain amount. 

Q.—You have not divided any yet? 
A.—WNo. 

Q.—But when the time comes you 
will have to give them what you think 
is their fair share? A.—Yes. 

Q.—Are you keeping individual ac- 
counts with your policies in the mean- 
time? A.—WNo. 

Q.—Do you propose to do that as 
soon as you have profits to be allotted P 
A.—Yes, we will have to. 

Q.—You think that system is neces- 
dy to give a proper division? A.— 

es 

Q.—Do you keep your participating 
and non-participating business separ- 
ate in your books? A.—No, each po- 
hey has an account for itself in the 
books. 

Q.—Can you tell whether your non- 
poe ane business pave sgh A. 
—Yes 

Q.—Is not the death rate in non- 
participating, business larger than in 
participating? A.—It is higher on 
term policies, I think, than any other. 

Q.—But is it not higher as a gen- 
eral rule, on non-participating policies 
than participating ? 

Mr. FULLER: A.—We have not 
found it so, because. we have had no 
deaths in non-participating. 

MR. WOODS: You can _ hardly 
judge of a young company like ours. 

Q.—Should not a company keep its 
participating and non-participating 
business entirely separate if it is going 
to give a fair division of its profits 
amongst its policy-holders? A.—We 
are putting in the card system. 
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Q.—How do you know whether the 
death losses in the participating busi- 
ness are not much heavier, and that 
you are not taking away some of the 
profits from the policy-holders to en- 
able you to make it good? A.+—I 
don’t understand what you mean. 


Q.—How do you know the death 
losses inthe non-participating portion 
of your business may not be so high 
that the Company is really using «the 
participating policy-holders’ money in 
order to make it good, because a com- 
pany should not do that—the partici- 
pating policy-holders’ money should 
not be dragging along the non-partici- 
pating? A.—No 

Q.—How do you know your busi- 
ness, unless you keep it separately, is 
not sustaining such losses Po Au 
That we know from experience at the 
present time, we have not had any ex- 
perience. I suppose as we get larger 
we would have to keep them separate. 


Q.—We find no company that separ- 
ates their business yet; we have found 
the individual card system in different 
companies? A.—We are installing the 
card system. 

Q.—Are commissions higher in Win- 
nipeg, in the West, than here? A.— 
A little, yes. 

Q.—You find that with other com- 
panies, too? A.—Everything is higher. 

Q.—I will put in your profit and loss 
statement, Mr. Fuller has attended 
to the preparation of that? A.—Yes, 
I know nothing about it. 

Q.—I see your expenses for the first 
year are about four times the first 
year’s margin, that is too high? A.— 
Yes, I think so. 

Q.—Is there any way of your getting 
it down? That is higher than the 
average, is it not? A.—Are you 
speaking of young companies or old 
companies ? 

Q.—When you say young compan- 
ies P A.—I mean a company 
like ours. J think our expenses have 
been lower than other young com- 
panies. 

Q.—It takes to the end of the 
fourth year for a policy to catch up 
at this rate? A.—Yes. 

Q.—And your loss in respect to 
that item for the year 1905 was 
$37,492.07; your loading, you say, 
adjusted; I suppose that means it 
is estimated as best you can? 

—Mr. Fuller answers the questions 
till a change is indicated. 

A.—No, we took the actual pre- 
miums and the net premiums. 
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Q.—What is your average loading? 
A.—About 18.66. 

Q.—And there is a gain in respect 
of the renewal business of $3,778.98. 
Your expected death losses on all 
business, $27,724.34, and your actual 
death losses in that year, $8,633.48, 
making a gain there of $18,090.85, 
32.3 per cent.P A.—Yes. 

Q.—Is that a high or low average 
for ‘a company of your age? A.— 
Very low. 

Q.—It would be low with a com- 
pany of your age? A.—It should be 
low, but I do not know of any com- 
pany that has had any lower than 
that unless it is only one or two 
years old., 

Q.—And then your annuity claims, 
there is the usual small loss with re- 
spect to them? 

—The questions are answered by 
Mr. Woods till a change is indicated. 

A.-—Yes. 

Q.—Gain in interest, $5,144.59. 
Profit from loss or maturity, $2,- 
230.93, And you have given the items 
in which those profits are accrued? 
A.—Yes. 

Q.—Then you have rather a large 
gain in respect of reserves? A.—Ours 
is high premium business, most of it. 

Q.—You say the reserves released 
were $21,075.76. The surrender values 
allowed $3,253.85; leaving $17,821.91 
profit. I suppose that is because the 
‘old Farmers and Traders Company 
policies had no surrender value until 
the fifth year. A.—Yes, I think we 
have more endowment business, I 
think we write more endowment busi- 
ness than any other young company. 

Q.—Then there are your other losses 
including the Atlas Loan matter, and 
the general balance written off 
amounts to $5,352.56. That would 
leave your total profit for the year 
$4,022.47, and that would be the first 
year, I suppose, that your balance 
sheet would have shown a profit? A. 
— Yes. 

Q.—And you think it will be able 
to show a profit running along under 
normal conditions from now on? A.— 
It will show a good profit this year, 
1906. Our expenses at the present 
time are very much lower than they 
were a year ago and of course the 
premium income is larger. 

Q.—Who disposed of your capital 
stock, any person but yourself and the 
other parties interested in the com- 
pany? A.—We had some agents, yes. 

Q.—I will put in a copy of the pros- 
pectus that you issued. I see that you 
refer to the profitable nature of life 
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insurance conducted on sound prin- 
ciples, and you give the dividends 
earned by some companies. One com- 
pany with a subscribed capital of a 
million pays 20 per cent. dividends; 
another company, the same size, pays 
15 per cent.; another company with 
$700,000 capital, pays 15 per cent.; 
another with $300,000 pays 10 per 
cent. Average dividend paid amongst 
those four companies, that only means 
those four companies? A.—Yes. 

Q.—It does not mean all life insur- 
ance companies? A.—No. 


Q.—The average for all would be 
much less than 15.8? A.—Oh yes. 

Q.—The average of these four is 
15.8 per cent. How long do you think 
under ordinary conditions it will 
take an insurance company established 
now to be able to pay the 15.8 per 
cent.P A.—I have not thought the 
matter out, but quite a number of 
years. 


Q.—You do not say in this book? 
A.—No. That was got up for selling 
stock. 

Q.—Were you the author? A.— 
No, I was not. 

Q.—I suppose that is fixed again by 
competition, not by actuarial calcula- 
tion, the prospectus? A.—I think Mr. 
Webb did that. 

MR. FULLER: That is not a very 
extravagant prospectus though. 


MR. TILLEY: I read the parts I 
thought most startling, so probably 
there are not so very many startling 
things in it. ¢ 

By MR. GEARY: Q.—Mr. Tilley 
was asking you about rebating and 
you, I think, expressed the opinion 
that it was-all due to the agents de- 
mand for higher commissions, the ex- 
pense for new business. A.—Yes, I 
remember that. 

Q.—You rather laid the onus on the 
agent? A.—Yes. 


Q.—Is it not perhaps the company 
that is fixing that high commission by 
its strenuous endeavour to increase 
business? A.—It may be, yes. 

Q.—Don’t you think it is, as a mat- 
ter of fact, or do you think it is the 
agent who is grasping? A.—TI think 
that a great deal of the rebating is 
due—at least I am sure of it—to the 
general agents having large renewal 
commissions. They come in competi- 
tion for a life policy and if they can- 
not secure the risk any other way they 
will give the whole of the first year’s 
premium knowing they won’t make 
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anything that particular year on that 
business, but in order to build up 
their renewals, and the agent who is 
trying to get that risk says, Well, if 
John Smith will allow you 50 per cent. 
I will have to do it too in order to 
get the business. 

Q.—That points rather to the fact 
that it is the agent who is to blame? 
A.—Yes. 

Q.—And does not prove your ex- 
pression of opinion? A.—I. don’t 
think the rebating could be stopped 
without concerted action. 

Q.—Let us find out how it begins 
and what perpetuates it. That would 
rather point to the fact that it is the 
agent who demands the higher com- 
mission in order that he may rebate. 
Do you think that is really the case 
or is 1t the company who makes him 
buy the business? A.—I think it is 
due or caused by the general agents 
who have been in the business for a 
large number of years, who have large 
renewal interests in order to build up 
their income, they will in many cases 
allow the whole of the first year’s 
commission in order to get the busi- 
ness. 

Q.—You think it is altogether due 
to the fault of the agent? A.—Oh I 
don’t blame the agent not by any 
means. 

Q.—Wouldn’t you say rather it is 
the company that says to the agent, 
you must get that business, you have 
got to buy it and here is the money 
to buy it withP A.—A young agent, 
a man who has only been in business 
for a few years, without a renewal in- 
come, couldn’t do that, he couldn’t 
give his whole commission away, he 
would give his whole living away, but 
the man who has been in the business 
for a number of years can still afford 
to rebate the whole of the commission 
if he gets the renewals. 


Q.—It strikes me that the funda- 
mental principle of rebating is the 
stress for business on the part of the 
company, that if the company did not 


push its agent the agent would not do 


a thing that is so obviously to his 
disadvantage as to give away his com- 
mission. Don’t you think something 
may be said on the agent’s side in 
that regard? A.—There are, no doubt, 
a good many cases where the head 
office is pushing the agent for busi- 
ness, and in order to get business they 
rebate. I think we could admit that 
readily enough. 

Q.—Where are you doing business, 
through the whole Dominion? A.— 
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We get the large percentage of our 
business from Ontario, which we 
find the best field. 

Q.—You do find Ontario the best 
field? A.—By far. We get the 
cleanest, nicest business from Ontar- 
io. We get some business from Mani- 
toba. 

Q.—Have you a general agent in 
ManitobaP A.—Yes. 

Q.—How long has he been  ap- 
pointed? A.—This one was ap- 
pointed a year ago last January. 

Q.—How long has the agency been 
established? A.—I think a year or 
two after we commenced business. 
July, 1900. 

Q.—You have had a general agent. 
for the Province of Manitoba, estab- 
lished there with offices? A.—Yes. 


Q.—A regular branch in fact? A. 
—Yes. 

Q.—Could you tell us how . that 
branch has stood you in cost? It has. 
not paid us so far. 


Q.—The expense of establishing a 
business outside of your own province ° 
is very considerable? A.—It is very 
considerable. 

Q.—Don’t you think it is better for 
you and other young companies of 
the same class to confine your oper- 
ations to your home field, taking 
business quietly unti] you get around 
the corner? A.—No doubt it would 
have been far better for us if we had 
not opened in the other Provinces. 

_ Q.—It comes to this, tnat compan- 
les, yours included, are striving a. 
little too hard for business; am I 
right in saying that we can trace 
to a certain extent the evil of rebat-- 
ing to that very fact? A.—I suppose, 
no doubt, to some extent, it is due 
to that, that all the companies are 
anxious to get business. 

—Not every applicant gets a re- 
bate, of course? A.—No. . 

Q.—The majority of them do? A. 
—QOh no, only a small proportion of 
them. 

Q.—A very small proportion? A. 
—It is hardly fair, because it is the 
city man, the man who is alive and 
awake and wise to the fact that he 
can get a rebate who gets it. The 
ordinary farmer never thinks Be can 
get a rebate. 

Q.—He will, no . doubt, now I 
think. Do you do a business in the 
city? - A.~=Yes: 

Q. And you do_ not as a rule get a 
full premium in the city? A.—Well, 
very few. For iastanca if you want 


es 


Re premium then generally? 


-_ 


INSURANCE. 1443 


SESSIONAL PAPER No. 66 
46th day, June 25, 1906, 


to insure a lawyer or barrister, you 
could not get him to pay the full 
premium, not one in twenty. He 
knows the tricks of the trade. 

Q.—Tell me one thing about the 
Farmers & Traders amalgamation or 
purchase. You paid out or _ issued 
capital stock paid up for a certain 
portion of the price of the assets. 
A.—We paid 115 per cent. for the 
whole of the stock, and then there 
was some who after they received 
the money bought our stock at par. 
Is that what you mean? 

Q.—And with a premium? A.— 
No, without a premium. 

Q.—You were selling your stock at 
A.—Yes, 
125. - 

Q.—This paid up stock then brought 
you no premium whatever? A.—Not 
on that stock. 


MR. FULLER: It was sold at 125 


premium and an allowance made on 
the first call. A.—yYes, that is what I 
said, on the first call. 

MR. GEARY: You said on _ the 
par value of the stock, not on the 
premium. In your Annual Report 
for that year you have an item of 
$4,625 premium. The stock part of 
the consideration for the transfer of 
the Farmers & Traders Loan assets 
is included in that amount? A.— 
Yes, I imagine so. 

Q.—And commission allowed on the 
issue of that stock? A.—Not on the 
issue, on the first call of 10 per cent. 

Q.—There was no further commis- 
sion allowed to anybody on the sale of 
that stock? A.—No. 

Q.—That was for the year 1901? A. 
—We sold a lot of new stock that 
year. ; 

Q.—That was included, I  under- 
stand Mr. Fuller to say, in that and 
then a cross entry in expenditure for 
organization expenses $3,000. That 
is what I want to get from you or 
Mr. Fuller, how you work it in the 


‘ item of organization expenses if it 


was not for paying a commission. A. 
—All organization expenses there in 
that year are commissions on stock. 
There is nothing else. 

Q.—Who got the commission on the 
stock? A.—The agents who sold the 
stock. 

Q.—But your company practically 
sold the stock in making the deal. A. 
—That was only a very small portion 
that the Farmers & Traders people 
took. 

Q.--Then I understand you to say 
that was included in the organization 
expenses, $3,000. To whom would 
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that commission go? A.—On_ the 
Farmers & Traders stock? 

@.—Yes. A.—There: wasn’t. any. 

Q.—You said there was a commis- 
ion paid on the issue of that paid up 
stock that was part of the considera- 
tion for the transfer to you of the 
Farmers & Traders assets? A.—There 
was a rebate or allowance on the first 
call at par. We allowed them to take 
our stock and gave them the first call 
at par. 

Q.—But you charged it up, as Mr 
Fuller says, as commission on the is- 
sue of that very stock, and if so I 
just want to know who got that com- 
mission P 

MR. FULLER: The man_ himself 
would get it in that case. 

MR. GEARY: He got it, so that it 
was not in the 115, it could not have 
been? A.—The premium on the stock 
was 25 per cent., but the Farmers & 
Traders people did not pay a premium 
on the first call. They got the first 
call at par. 

Q.—They paid a proportional part 
of the premium, the stock, you say, 
was issued at a premium? A.—They 
did not pay any premium on the first 
cal] at all. They got the first call at 
par. On the second call they paid a 
premium. 

Q.—Well, whenever it was paid the 
stock wag issuéd at a premium and 
they got an allowance in respect of 
that? A.—They got an allowance of 
25 per cent. 

Q.—We have got that quite clear, 
but I understand you to say, or Mr. 
Fuller, that in the organization ex- 
penses there is a commission to the 
agents for selling your stock? A.— 
Yes, but not on that stock, that stock 
paid no commission whatever. 

Q.—Then you did not understand 
my question, because you answered me 


that you had paid a commission on 
that stock? A.—I said we paid a 


- commission on stock we sold that year, 


but not on that stock. During that 
year we sold a very large portion. 
If you refer to the Annual Report of 
the year before that you will see there 
if a considerable increase in our stock 
ist. 

Q.—The item is all right if yon 
paid no commission? A.—No, there 
is not any commission on that. 

Q.—No commission paid to your 
company or to youP A.—Absolutely 
none, . . 

Q.—No premium to get back? A. 
—Not a 5-cent piece. 
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Q.—Nothing for your efforts out- 
side your Salary as manager? A.— 
Nothing whatever. 

Q.—lIs it Dr. Aikens who is on the 
board of the Reliance? A.—The Sun 
& Hastings. 

Q.—Is it Dr. Aikens who. brought 
the investment in that company to 
your notice? A.—Mr. Vandusen. He 
is on the Sun now and was on the 
Continental Life. He is the Presi- 
dent of the Sun & Hastings. 

_ Q.—He brought it in and suggested 
it} to you? A.—yYes. 

Q.—You did not purchase at that 
time? A.—Not the first time, we did 
not. 

@.—There was some discussion on 
your part, was there not, in regard to 
that? A.—After we had purchased 
the bonds, after the committee had 
purchased Sun & Hastings bonds, there 
was some discussion by the general 
Board that they did not think we 
ought to buy any more Loan company 
debentures, and there was a motion 
made at that meeting not to purchase 
any more. 

Q.—What became of those? A.— 
We hold them still. I am speaking of 
the Sun & Hastings now. 


Q.—After that resolution was passed 
did you purchase any bonds whatever 
of a similar nature? A.—No, not 
after that resolution. 


Q.—No Loan company bonds, or de- 
bentureP? A.—No, I don’t think so. 


Q.—Are you guite sure of that? A. 
—Not after that resolution, that con- 
cluded it. 


Q.—Was not objection raised then 
—I am told that there was—or some 
discussion on account of there being 
directors common to both? A.—They 
said we had lost on the Atlas Loan de- 
bentures and Mr. Vandusen made the 
remark that it was not on account of 
the Atlas Loan not being a safe inst:- 
tution that it went wrong, it was be- 
cause the man hypothecated the whole 
of the assets; then he said, if the 
Manager of the Bank of England 
would do the same thing, it might 
happen in the same way. But after 
that resolution was passed we didn’t 
purchase any more Loan company de- 
bentures, 

Q.—Was it not said in your di- 
rectors meeting that you should not 
deal in these on account of the coin- 
cidence of directors? A.—Yes, some 
of our directors said, well so and so 
is on the Board and in this connec- 
tion we should not buy. 
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Q.—It was only fair to your com- 
pany to say what had been said. A. 
—Yes, and a resolution passed not to 
purchase any more. 

Q.—In view of that very fact? A. 
—Yes. I think I made a ‘move to 
second the resolution myself not to 
purchase any more. 

Q.—Was there objection at the 
time of the second purchase of the 
Atlas Loan, the one that went wrong 
ultimately, was there objeation made? 
A.—I think one member of the Board 
objected. 

Q.—Who would that be? A.—Mr. 
Coatsworth. . 
Q.—He objected to that purchase? 
A.—Yes, he preferred the mortgages 

to the Atlas Loan debentures. 
MR. TILLEY: What was the ob- 
jection to debentures, I am told that 
the objection was that he preferred 
mortgages, is that what you said? A. 
—Yes. 

Q.—Mortgages on real estate? A. 
—Yes. 

Q.—Did he objece to the Atlas de- 
bentures in particular? A.—He ob- 
jected at the time, yes. 

Q.—Was thatthe occasion of his 
objection, or did he object to those in 
particular? A.—He objected to any 
loan company debentures in general. 
He preferred mortgages on real es- 
tate. 

Q.—Was there any objection at 
that time to the directorate being 
common or Mr. Wallace being so much 
interested in Atlas loans? A.— 
None at that time, no. In fact at 
that time, to be frank with you, we 
thought Mr. Wallace’ was an acqui- 
sition to our Board. We thought he 
was a shrewd clever fellow and it 
was through me he came on_ the 
Board and I thought he would be of 
some value to.us, but he did not prove 
to be. 

Q.—Then Mr. Coatsworth thought 
it would be better not to have these 
debentures at all? A.—Yes. 


Q.—And it was that idea that was 
afterwards put through in the reso- 
lution that was passed. 

Q.—His view is now the view of 
all? A.—Yes. 

Q.—Or at least the majority? A. 
—Yes. 

Q.—And you say that since that 
resolution was passed there has been 
no loan company’s debentures bought? 
A.—Not since that resolution, we 
have not purchased any loan com- 
pany debentures. 
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Q.—The date of that resolution 
was September 6th, 1905, I think. A. 
—I could not remember that. 

Q.—I think you can accept my 
statement of that because I made a 
note of it as being a resolution passed 
on that date, September 6th, 1905. A. 
—Yes. 

MR. TILLEY: There are some 
statements that we are to z,zet and 
we can probably have those in the 
morning. 

(At 4.30 p.m. on Monday 25th 
June, adjourned to 10.30 a.m. on 
Tuesday 26th, June, 1906.) 


FORTY-SEVENTH DAY. 
MORNING SESSION. 
Toronto, Tuesday, June 26, 1906. 


MR. TILLEY: I put in the copy of 
the ledger account which has already 
been marked as an exhibit. Mr. 
Fuller states he has not had time yet 
to prepare the statement of informa- 
tion we wanted regarding the Mer- 
chants’ Life policies. He will have it 
ready later on and we can verify it by 
him if necessary. That closes all I 
have to offer at the present time re- 
garding the Continental Life; but Mr. 
Somers is here. Mr. Kent desires to 
ask a few questions. 

G. T. SOMERS, re-called. 


MR. KENT: Q.—In the course of 
your evidence you stated that the loss 
on the Atlas Loan would have been 
already paid if it had not been that 
this Commission was sitting? A.— 
Yes. 

Q.—I am at alossto understand how 
the sitting of this Commission can 
have delayed the payment which the 
directors intended to make of the loss 
on this Atlas Loan? A.—TI wish to 
explain that. What I wish you to 
infer is that we would have paid it off 
during the last few days of this discus- 
sion, not that this Commission going 
to sit was delaying it at this time, but 
I would have paid it off so as to show 
you gentlemen that there is no ques- 
tion about it, in fact I mentioned it 
to some of our directors, that I would 
personally pay it off in ‘the meantime 
and get rid of it, sufply to show our 
intentions are genuine, not that your 
sitting previous to that was going to 
make any difference to us. 
~ Q.—What I understand is had you 
foreseen that this matter would have 
been gone into before the Commission 
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here the amount would have been 
paid. It appears from the evidence 
that it was decided as long ago as De- 
cember, 1904, that the directors would 
make good the loss? A.—Yes. 

Q.—Now you have taken 18 months? 
A.—1905, Your Honor. 

Q.—It is down in the evidence 
1904? A.—I think that is the date. 

Q.—Some one stated, you or Mr. 
Woods, that it had been talked over 
at every meeting? 

MR. TILLEY: They then knew 
there was going to be a loss, and it 
was a year later they drew up the 
document? A.—The document of the 
15th December, 1905, is the document 
that settled that we were going to re- 
lease the Continental Life. 

MR. KENT: Anyway the Atlas 
Loan failed three years ago? <A.— 
Yes. 

Q.—And this amount is not yet 
paid? A.—The balance is not yet 
paid. 

Q.—And I think that might have 
been left to speak for itself—I would 
be glad to put a few questions to Mr. 
Woods. 


GEORGE B. WOODS re-called. 
MR. KENT: Q.—You look upon the 


reserves or the funds in the posses- 
sion of the Continental Life as Trust 
funds or as capital stock of say a 
bank, which is under the complete 
control of the directors? A.—I do 
not just understand what you mean. 

Q.—There are two sorts of trust, 
one is the trust of an executor, an- 
other is the trust as in the case of 
the directors of a bank, the capital 
stock of a bank is subject to the con- 
trol only of the directors; as long as 
they control it in a reasonable man- 
ner they are not liable for any error 
of judgment they may make. If an 
executor of an estate makes an error 
he is sometimes held to be liable al- 
though he uses his best judgment. It 
has never been very clear to me whe- 
ther managing directors or directors 
of life insurance companies regarded 
their reserves as trust funds or simply 
as the capital stock of the life insur- 
ance company, that they were free to 
administer, say to the best of their 
judgment, "IT want your opinion as to 
whether— A.—We consider them as 
trust funds. 

Q.—In that case do you think that 
your directors and yourself as manag- 
ing director were justified in getting 
up say the Ontario Securities Com- 
pany, working for that company, di- 
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verting to that company the profits 
which if made should have gone to the 
Continental Life—ig it your opinion 
you are doing your whole duty to your 
policyholders in acting in two capa- 
cities, which must from their nature 
sometimes be antagonistic one to the 
other? A.—If we had not organized 
the Ontario Securities we would not 
have made the profits, we would 
not have bought any debentures, not 
in the manner we did, so that we 
would not have made the profit; there 
would not have been any profit to the 
Continental Life. There wag no- 
thing taken away from the Contin- 
ental Life for the organization of the 
Ontario Securities Company. 

Q.—Do you consider you are bound 
to give the whole of your time and 

talent to the service of the Contin- 
ental Life Company, of which you are 
managing director? Ai-=] do. not 
feel I am bound to give more than a 
reasonable number of hours each day. 
I feel I am bound to do that. If I 
choose to go down in the evening and 
uo a little bit of work for another 
institution I think I have that pri- 
vilege, and I might say in that con- 
nection, with your permission that I 
have always felt ever since I com- 
menced to work with the Continental 
Life that I have not been half paid 
for the work I have done for them. 

Q.—You are not a judge of that? 
A.—I am the judge in this way, that 
I could have worked for other insti- 
tutions and got three times the 
amount of money, and if I had an op- 
portunity to make a little on the side 
to help support my wife and family I 
do not see there is anything wrong in 
it. We are human, and we all like 
=9 make money if we can make money, 
make it honestly. 

Q.—Let us speak for ourselves 
ould you be willing to put your posi- 
tion against the opinion of your pol- 
icyholders here in the city of Toronto 
on this question? A.—I would, I 
would not give two pence if I lost. my 
pesition to-day with the Continental 
Life Insurance; I am independent of 
the Continental, and have always 
been, and I would not give two pence 
if I lost my position, because I con- 
sider that every hour I have worked 
for them I have earned more for them 
than I have received from them. I 
have told my directors— 

Q.—In the absence of any resolu- 
tion to the contrary effect I have al- 
ways considered the managing director 
of a life insurance company is bound 
to give his whole time to the service of 
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the company, and if he goes dabbling 
into outside transactions it certainly 
is against, if not the law, at least the 
spirit of his engagement? A.—You 
know what salary I received from the 
Continental Life. 

Q.—It would not make the slight- 
est difference if your salary was only 
$1,000 a year, there is a right and a 
wrong; after detaining the profit 
which you made for the Ontario Se- 
curities Company, which after all is 
simply a Committee of the Continental 
Life, you ask is there anything wrong 
about that? I venture to say there 
would be only one reply to that ques- 
tion from the whole of your policy- 
holders outside of the directors, who 
form part of that Securities Company. 
We need not dwell upon it. What 
rather surprised me was that your 
salary as managing director of the 
Continental Life appears to have been 
increased simply because you had 
made some good transactions for the 
Ontario Securities Company? A.— 
Not at all, sir. 

Q.—That is what I gather from the 
testimony? A.—yYou did not gather 
that from my testimony I hope? 

Q.—Oh no, you have not heard I 
suppose what your policyholders’ 
opinion as to these transactions is? 
A.—No, I have not. 

Q.—I have the advantage of you 
there, and that is why I am asking 
these questions. I want it to -be 
thoroughy understood that you justify 
your position in all these transactions, 
and think that you have done, if not 
right, at least you have not done 
wrong? A.—I do not think I have 
done wrong in anything I have done; 
I always prdear cred to do right. 

Q.—We look at these things from 
different points of view very often? 
A.—One story is all right, and an- 
other is told, and if you look at it 
from a different view point you get a 
different aspect. ’ 

Q.—This is just a remark I made in 
my note, ‘‘Actions speak louder than 
words,’’ that is in connection with the 
proposed payment by the directors of 
this loss of the Atlas Loan. When 
this sale was made to Mr. Somers, the 
sale was made to deceive somebody, 
will you tell me who it was? A.— 
That is a pretty hard question. 

Q.—First it was intended to deceive 
the Insurance Department, was it not? 
A.—Yes, and no; we did not want that 
to appear in our annual report be- 
cause we talked the matter over sev- 
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eral times and we had arrived at this 
conclusion, that if it were. known to 
the outside world that we had lost 
that much money or were about to 
_lose it, it would cripple the company, 
and probably send it to the wall unless 
the directors came to the rescue, and 
put up more money. What we did 
at the time was that we thought, and 
which proved to be, and if it had not 
been for this the matter would have 
all been paid off and nothing would 
have been heard about it, and we 
would have considered we had done 
what we did in the best interests of 
our policyholders and our sharehold- 
ers. I just want to emphasize this 
fact, that every man on our Board is 
ap honorable man and what they 
1a— 


Q.—But Mr. Woods, there is no’ 


use giving yourself and your co-di- 
_ rectors a _ good character; either the 
public and your policyholders are con- 
vinced that you are honourable men 
or that you are not, and the fact 
that you give them a certificate of 
character won’t change the idea that 
the public has of these transactions. 
I consider you missed the opportun- 
ity of your lives in connection with 
the Atlas Loan? A.—In what way? 

Q.—When you decided that as di- 
rectors you ‘were personally Iiable, 
when you decided to make payment 
yourself and indemnify the company. 
had vou made that fact vnublic and 
stated that although not legally re- 
sponsible your directors had decided 
to recoup the company for any _ pos- 
sible loss don’t you think your com- 
pany before the public would have 
stood’ in a very much higher  posi- 
tion than it stands to-day? A.—The 
public did not know we had made 
the loss. 


Q.—It was not intended that the 
public should know, and it is so much 
the worse to-day; the public knows 
you made the loss, and it knows in 
addition you have been trying to 
keep that loss a secret; in the attempt 
to keep it a secret you have de- 
ceived the Government first, the-In- 
pection Department, ithe Superin- 
tendent of Insurance, you have de- 
ceived your policyholders, you have 
deceived the public; the publie is not 
to be considered except as so far as 
they became: policyholders as to this 
transaction. What do you think is 
the reflection of a policyholder who 
became such since the failure of the 
Atlas Loan, and knew nothing about 
it, but believed . your literature? 
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Don’t you think that his opinion of 
you and your co-directors would be 
the reverse of flattering? That igs one 
of the things that I ask you if you 
had learned—you are going to learn 
itP A.—I have seen a number of 
the policyholders within the last few 
days, and they have said nothing 
but what was good; they think we 
ought to be commended for the ac- 
tion we have taken in the matter. 
Q.—There may be something in 
the moral atmosphere in this part of 
the country that I cannot under- 
stand; it is true I am from Montreal. 

MR. TILLEY: You certainly in- 
tend to vay it? A.—Yes. 

MR. TILLEY: Mr. Fuller has 
handed in the statement I spoke about 
a moment ago, as to the policies of 
the Merchants Life and so on. and 
I will file that as an Exhibit. (Filed 
as Exhibit 277.) 

Q.—Assuming this to be correct, 
as you have no doubt it is, it is a 
statement made up by Mr. Fuller, 
the statement shows this, that vou 
issued policies at special rates to the 
old policyholders in the Merchants 
Life? A.—Yes. 

Q.—Giving for instance a fourteen 
payment life policy at $42.95? A.— 
Yes, those figures are correct. 

Q.—And fifteen payment life, the 
premium would have been $43? A.— 
Yes: 

Q.—That. is a substantial rebate 
to the insured, is it not? A.—Yes. 

Q.—You give another 14 life at 
age 25, annual premium $28.80, and 
the fifteen payment life premium 
$98.80, the same amount, so that 
that was a straight fifteen payment 
life rate? A.+—Yes. 

Q.—You give another one at ave 
32. 14 payment life $105.32, annual 
premium: and 15 vayment life prem- 
ium would have been $104.35? A.— 
Yes. 

Q.—Those are all substantial advan- 
tages? A.—Yes. 

Q.—Why did you give these people 
that advantage? A.—We did it, I 
think, to protect them. They had 
been insured in the Merchants Life 
and a number of our directors, as I 
said yesterday, had been interested in 
the Merchants Life, and they felt mor- 
ally bound to do something for them, 
I suppose. 

Q.—Why should the directors of the 
Continental Life feel morally bound 
to anything for policyholders in the 
old Merchants Life at the expense of 
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new policyuolders in the Continental ? 
A.—I do not know, I suppose they 
were influenced by the men who came 
in from the Merchants. 

Q.—Let me ask you this, was there 
any pressure brought to bear on them 
by the old policyholders? A.—No. 

Q.—None whatever? A.—I think I 
am pretty sure the offer was made by 
the Continental Life. 

Q.—Voluntarily to all policyhold- 
ers? A.—Yes. 

Q.—Was it the result of any agita- 
tion that had ben comenced against 
the diéctors c- the Continental Life? 
A.—There was some agitation. 

Q.-—Wi:at was the cause of that agi- 
tation’ A.—It was on account of the 
surrender values of the policies in the 
Merchants . Life. 

Q.—Tell me what you mean by that? 
A.—The Merchants Life, as you no 
doubt know, was an assessment con- 
cern, and the ordinary life policies 
in the Merchants Life had no sur- 
render value. They went into volun- 
tary liquidation, and Mr. Hyslop, a 
lawyer here, got hold of one or two 
of the policyholders and induced them 
to try and make some trouble with 
the old directors of the Merchants 
Life, and it may have been on that 
account that they tried to fix the thing 
up in that way. . 

Q.—Then do you say that the com- 
mencement of an agitation against 
the old directors of the Merchants 
Life was at any rate part of the rea- 
son for issuing policies for them at 
preferential terms in the Continent- 
alP A.—It may have been part of 
the reason why the offer was made. 

Q.—Is not that very intproper? A. 
—It is a rebate on the insurance. 

Q.—And a rebate given by reason 
of some agitation against the directors 
in respect of something entirely out- 
side of the company, it had nothing 
to do with the Continental Life, had 
it? A.—No. 

Q.——Here is an agitation against the 
directors of the Continental Life by 
reason of something they did before 
they ever became associated with the 
Continental? A.—Yes. 

Q.—And in order to evade this 
trouble they give preferential terms 
to these people who are likely to cause 
trouble? A.—Yes. 

Q.—At the expense of the Contin- 
ental, not their own expense? A.— 
Let me say this, when the Continental 
was first organized, or about to be or- 
ganized, it was understood that they 
would take over the business of the 
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Merchants Life on some _ different 
plans. After the organization they 
found that they had more new mem- 
bers of the Board than old members 
of the Merchants Life, and when the 
matter was afterwards mentioned 
these new members said, ‘‘No, we will 
do nothing of the kind, we have noth- 
ing to do with the Merchants Life, 
and never had anything to do with 
it, and we will not do that, we will 
not’ take over the policies of the Mer- 
chants Life; we do not mind mak- 
ing’ 

Q.—Was the giving of this prefer- 
ence to old policyholders in the Mer- 
chants done. with knowledge and con- 
currence of all the directors in the 
Continental? A.—yYes. 

Q.—By a circular issued uniformly 
to all?. A.—Yes. 


Q.—Were they all subject to medical 
examination who are on this list? A. 
+ Y 6s: 


Q.—Sure about that? A.—Yes. 

Q.—No person taken without medi- 
cal examination? A.—No. 

Q.—Is the rebate that would be 
shown here in the case of any parti- 
cular policy—I have not read the 
whole list—is the rebate that is given 
there larger than the rebates that are 
given in the ordinary way by insur- 
ance companies now? A.—No, it is 
not, 

Q.—It is not larger? A.—No. 


Q.—You say if the business was of- 
fered on the basis of this, treating 
it as a rebate, you think it would 
have gone through? A.—I think so, 
yes. 

Q.—A statement has also been pre- 
pared as to the cash payments made 
in respect of the Farmers and Traders 
business? A.—Yes. 

—Statement as to cash payment 
made re Farmers and Traders business 
filed as Exhibit 278. 

Q.—Were these payments in cash 
in 1901, the payments that were ap- 
plied to redeem the note of Messrs. 
Cargill and Scott? A.—Yes. 

Q.—That is Cargill and Scott gave 
a note on which money raised to pay 
the Farmers & Traders shareholders ? 
A.—They gave a note to the bank, 
and the money was released and paid 
over to the Atlas Loan 

Q.—Or at any rate held there? A. 
Yes. 

Q.—Held there for the purpose of 
paying any who take the money and 
would not take stock? A.—yYes. 
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Q.—So that released the note, these 
payments? A.—Yes. 

Q.—And then the stock was trans- 
ferred to Cargill and Scott? A.—yYes. 

Q.—What became of the stock? A. 
—Afterwards? 
 Q.—YesP A.—Well, it remained in 
their name until the amalgamation. 

Q.—Then atter the amalgamation 
what became of it? A.—It was re- 
sold and transferred as it was sold. 

MR. FULLER: It just vanished. 

MR. TILLEY: Mr. Fuller said it 
vanished, and you say it was used for 
the purpose of being sold? A.—Mr. 
Fuller ig correct, it vanished in the 
amalgamation. 

Q. I—think the list of the stock 
as issued undet the amalgamation 
scheme, a schedule of it, is attached 
to the original agreement? A.—Yes. 

Q.—And I will put in a copy of the 
agreement? A.—Very well. 

—Copy of agreement referred to 
marked as Exhibit 279. 

Q.—And that schedule shows exact- 
ly how the stock was divided A.— 
Yes. 

Q.—But no benefit accrued to you 
or any of the directors in respect of 
this old Farmers and Traders stock? 
A.—No. 

Q.—There was no profit in it at all 
to you personally? A.—Not to any 
one. 


SOVEREIGN LIFE ASSURANCE 
COMPANY OF CANADA. 


MR. TILLEY: TI propose now to 
take up the Sovereign Life. 

Mr. W. H. Hunter appeared for 
the company, 

ADDISON H. HOOVER, sworn, ex- 
amined by 

POLE. LLLUBY $e 2 You Ware «the 
President and Manager of the Sov- 
ereign Life Assurance Company? A. 
—~Yes sir, managing director. 

Q.—And you have occupied both 
those positions since the company was 
formed? A.—Since the organization. 

Q.—And prior to the organization 
meeting I suppose that you were what 
vou might call acting manager and 
President of the company? A.—That 
office had not been created. 

Q.—You were fulfilling all the duties 
of the position? A.—I was simply 
Provisional Manager. 

Q.—You organized the company? 
A.—Yes. 

Q.—It was entirely your scheme, was 
it? A.—I organized that, thought 
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of it, thought out the details and ex- 
ecuted them. 


Q.—Were any of the other direc- 
tors that are now associated with you 
associated with you in the promotion 
of the company? A.—Yes sir. 

Q.—Which ones? A.—Practically 
all of them. 

Q.—They were all Provisional di- 
rectors, were they? A.—The charter 
will state the Provisional Board. 


Q.—We will refer to the charter 
here; the company was incorporated 
by an Act of the Parliament of Can- 
ada? A.—Yes, 

Q.—In the year 1902? 
charter will make that clear. 

Q.—You could say that from mem- 
ory? <A.—I believe you are correct 
if you are reading from the charter. 

Q.—And the persons who applied 
for incorporation were Thomas Dun- 
nett, Robert EK. Menzie, Josiah B. King, 
James Glanville, George W. Clendan- 
nan, Edmund E, Sheppard, A. H. 
Hoover, John T. Hornibrook, John 
T. Gilmour, Edmund E. King, of the 
City of Toronto? A.—Yes. 

Q.—So that those were the persons 
that were associated with you in get- 
ting up the company? A.—Yes. 

Q.—Tell me who of those persons 
took the most prominent interest in 
it, or were they all equally interested ? 
A.—The first name Thomas Dunnett 
became deceased about the time the 
eharter was granted. Robert HE. 
Menzie. Josiah B. King, James Glan- 
ville, George W. Clendannan and the 
others named continued with the ex- 
ception of John T. Gilmour, who 
dropped out. 

Q.—What time did he drop out? 
A.—Shortly after the charter was 
granted. 

Q.—Before the organization meet- 
ing was held ? A.—I think he did. 

Q.—Why did he drop out? A.— 
Because he was associated in other 
employment, he was a Government 
Official. ; 

Q.—He was a Government Official 
when he commenced? A.—Yes. 

Q.—Why did he drop out? A.— 
You will find his resignation in the 
minutes. . 

Q.—Was there any disagreement be- 
tween Dr. Gilmour and the other di- 
rectors? A.—None whatever. 

Q.—As to the conduct of the com- 
pany? A.—None whatever. 

Q.—Between Dr. Gilmour and your- 
self P A.—None_ whatever. The 
doctor never attended a meeting. 


A.—tThe 
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().—And found it impossible to give 
attention to it and dropped outP A. 
—Yes. 

Q.—Then the other parties named 
remained directors down to dateP A. 
—With the exception of Thomas Dun- 
net who died, and Mr. Clendannan 
and Mr. Glanville, and Edmund E. 
King. Menzie, J. B. King, Sheppard, 
Hornibrook are now on the present 
Board and have associated with it 
since the granting of the charter. 

Q.—I see that in the year 1902, De- 
cember 22nd, the general meeting of 
shareholders was held to organize, 
and at that meeting Messrs. Webster, 
Menzie, Hornibrook, Hoover, Dineen, 
McClelland, Dixon, R. Shaw- Wood, 
W. M. German and E. E. Sheppard 
were appointed -the directors? A. 
—-Yes. 

Q.—Mr. Wood died and Judge 
Finkle was appointed for the unex- 
pired term on April 23rd, 1903P A. 
—yYes. 

Q.—And then for the year 1904 the 
directors were appointed on February 
15th of that year; Messrs. Hoover, 
Hon. W. C. Edwards, Dineen, Men- 
zie, Thomas Baker, Webster, ’Horni- 
brook, Sheppard, King, Judge Finkle, 
Dixon, German, McClelland, E. Gus 
Porter and Stephen Noxon ? A.— 
Yes. 

Q.—I think in the following year 
they were the same? A.—There have 
been very few changes, Judge Finkle 
was a member of the Board up to two 
years ago when he resigned. 

Q.—For 1905 they were the same 
as for 1904. And then for 1906, 
Judge Finkle was not a_ director, 
otherwise they were the same. Was 
any person appointed in Judge 
Finkle’s place? A.—I think not, I 
think that vacancy exists. 

Q.—Besides the full Board you have 
an Executive Committee? A.—Yes. 

Q.—That was appointed I think 
December 22nd, 1902; it consisted of 
Messrs. Dineen, German, Hoover, 


Hornibrook, Menzie, Sheppard and | 


Webster? A.—Yes. 

Q.—For the year 1904 J. B. King 
was added and for 1905 it remained 
the same, for 1906 the same. Be- 
sides the Executive Committee you 
have a Finance Committee ? AL 
Yes sir. 

Q.—That was appointed not at the 
original organization meeting but in 
September, 1903? A.—Following the 
organization meeting so soon as we 
had money on hand. 

Q.—There was no need for it at the 
beginning; Messrs. Hoover, Dineen, 
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Menzie, Hornibrook and Webster? 
A.—Yes. 

Q.—And the Committee has re- 
mained the same throughout? A. 
—Yes. 


Q.—No changes on that Committee? 
A.—No. 

Q.—Had all these gentlemen whose 
names appeared here subscribed for 
stockP A.—Yes. 

Q.—Had they been presentéd with 
stock by youP A.—No sir. 

Q.—None of them? A.—Not a 
dollar. 

Q.—No person’s stock paid by you? 
A.—In the commencement perhaps I 
may say, yes, assisted perhaps. 

Q.—What ones? A.—TI think that 
IT assisted one man, that was J. B. 
King. 

Q.—How did you assist him? A. 
—TI loaned him the money. 

Q.—Was it paid backP A.—Yes- 

Q.—How much did you loan him? 
A.—I loaned him enough to pay a 
portion, I have just forgotten now, 
but he was unable to qualify without 
assistance. He had to hold 25 shares 
of stock I think. 

MR. HUNTER: That loan was 
money, not stock? A.—I loaned the 
money and he paid for the stock. 

MR. TILLEY: Has that been paid 
to :youP. .A.—Yes. 

Q.—How long ago was it re-paid, 
about the time the company was 
started or in the last year? A.— 
Three years ago. 

Q.—Any other’ shareholder you 
assisted? A.—wNo sir. 

Q.—None at allP A.—No. 

Q.—What about this one (refers to 
ledger)? A.—That stock was origin- 
ally subscribed for by me. I trans- 
ferred it to Sheppard. Sheppard 
paid for that stock. It is possible I 
assisted him in the transfer. I had 
quite forgotten that. 

Q.—-That is to say the stock of E. 
E. Sheppard appears to have had 
$500 paid on it when you transferred 
iti to.-him?, Ai) hat. is rieht. 

Q.—So that it still stands at that? 
A.—Yes. 

Q.—That indicates he has not paid 
anything on his stock? A.—That is 
paid upait assisted him it has all 
been repaid. 

Q.—Re-paid to you? A.—Cer- 
tainly, and he holds it in his own 
name. 

Q.—I am asking you whether he 
paid you money for that or whether 
you were making a present of that 
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stock to your directors? A.—WNo sir, 
not a dollar. No director of this 
company ever received his stock with- 
out paying for it in full, not only the 
par value but the premium upon 
that stock. He paid for it just the 
same as any other shareholder of the 
company; that is to say at the time 
the stock was sold, subscribed for,— 
we advanced that premium three dif- 
ferent times; the first about $500,000 
was sold at a premium of 25 per 
cent.; then we advanced the _ stock 
the next quarter of a million to a 
premium of 33 1-3 per cent., and when 
$750,000 had been* sold we advanced 
the last quarter of a million to a 
premium of 50 per cent. Every man 
subscribing from the inception up to 
the time the stock was advanced 
paid these respective premiums. The 
directors every one of them includ- 
ing myself, paid the premium cf 25 
per cent. 

Q.—And then subsequently you 
paid the premium of 334 per cent., 
did you? A.—On a portion cf my 
stock, I think so. 

Q.—The charter provides that the 
corporate name shall be The Sovereign 
Life Assurance Company of Canada? 
A.—Yes. 

Q.—There has been no change in 
that name, you have never altered 
the name? The Provisional Directors 
of the company were to be the per- 
sons named and any others’ who 
would join, but I suppose those con- 
stituted all the Provisional Directors, 
there were no others came in after- 
wards by virtue of the clause in the 
Act which allowed them to associate 
other people with them as Provision- 
al Directors? A.—I think there 
were; I think we added to the Pro- 
visional Board. You will find them 
there in the minutes. 

Q.—I see Hon. Peter McSweeny 
was added as_ provisional director? 
A.—Yes. 

Q.—Did he continue to act as di- 
rector? A.—No. 

Q.—Why not? 
qualify. | 

Q.—Did he take any stock? A.— 
Under the charter requirement a 
man had to pay for 25. shares of 
stock, and he did not do it. 

Q.—Was he appointed a director 
with his consent? A.—Oh, yes, pro- 
visional director. 

Q.—But he never took the neces- 
sary number of shares to qualify him 
as a director? A.—No. 
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Q.—Walter Scott who became a 
provisional director, did he continue? 
A.—No. 

.Q.—Why not? A.—It was a matter 
of finance; he lived too far away. 

Q.—The publisher of the ‘Regina 
Leader’??? A.—We determined that 
our Board should be located as near 
as possible to the City of Toronto. 

Q.—Why was he put on? A.—At 
that time? 

Q.—Yes? A.—Because he became 
a subscriber I think for 50 shares of 
stock. 

Q.—What did you put him on the 
prospectus of the company for if he 
was not going to be a permanent di- 
rector, or did not choose to be? A. 
—You can understand that in pro- 
moting a company like the Soveriegn 
Life it was quite important to have 
associated with us some persons who 
are known, he was well known in 
the West. 

Q.—What association had he with 
you except that his name was to be 
on the prospectus? A.—We thought 
in the inception of the company he 
would continue, but it was a matter 
of finance. 

Q.—Did you get many subscrip- 
tions for stock out in ihe Westr A. 
—We determined it was too expen- 
sive. 

Q.—Did you get many _ subscrip- 
tions for stock? A.—We have sub- 
scriptions for stock from the Atian- 
tic to the Pacific. 

Q.—Did you get many thereP A. 
—In his particuiar fiocaiity, the biue 


-book will show the names of all cur 


shareholders. 

Q.—What wili you say apouv_ it 
yourself? A.—Repeat your question 
again. 

Q.—You know what the question 
isP A.—I am not trying to evade 
it. 

Q.—You appear to be; you are 
wasting time instead of answering 
the question; did you get many sub- 
scriptions for stock in his locality? 
A.—Only a few. 

MR. HUNTER: And those _ sub- 
scriptions were a year or two after 
that? A.—Those subscriptions were 
secured after the prospectus. 

MR. TILLEY: Q.—Did you dis- 
continue this prospectus? A.—I 
think we did his name. 

Q.—Did you ever print any other 
prospectus? A.—No, but the name of 
the Provisional Board disappeared 
at the organization meeting. 
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Q.—They did not disappear from 
the printed literature that was be- 
ing circulated to sell stock on? A.— 
Perhaps not. 

MR. HUNTER: You sold the stock 
on the report of the Provisional 
Board that was printed. 

WITNESS: At the organization 
mesting the Provisional Board made 
a printed report. 

MR. TILLEY: Q.—Let me have: a 
copy of the printed report? <A. -It 
was a report of the Provisional 
Board that sold stock. Yeu have 
one in the minutes entered at full. 

Q.—Typewritten? A.—Written by 
pen and ink extended in full in the 
minutes, 

Q.—Is there such a document as a 
printed copy of the report? A.—Yes. 
There are lots of them, I think. 

JUDGE MacTAVISH: He = says 
there are many copies still in exist- 
ence? A.—I think I can find one in 
my private desk, and I will undertake 
to get one during the luncheon hour. 

MR. TILLEY: If you are sending 
for it I would like you to send.for 
everything else that was used in the 
Way of a prospectus for the getting 


of stock subscriptions ? A.—Very 
well. 
Q.—Hon. William Templeman, 


Senator, Victoria, B.C., he was a pro- 
visional director, did he intend to con- 
tinue P A.—I do not think so. 

(.—Did he ever subscribe for stock? 
A.—WNo sir. 

Q.—Why was his name put on there? 
A.—Because he was a representative 
man in the West, 

Q.—Representative of what? A.— 
A well known man. 

Q.—Why should the name of a well 
known man go on here if he was not 
connected with the company? A.— 
He had been associated with me. a 
member of a company I belonged to 
formerly, and I knew him. 

Q.—What company? A.—Thecom- 
pany I used to represent in this 
country, the Covenant Mutual: he 
was a policyholder in that company 
and a personal acquaintance. 

Q.—Did I understand you to say 
he was anything more than a policy- 
pore in the Covenant Mutual? A. 
pee Oo. 

Q.—He was a* policyholder, in the 
company, you were formerly connected 
with? A.—Yes; I knew him person- 
ally. 

Q.—His name goes on; Charles H. 
Spencer, capitalist, London, is added 
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aS a provisional director? A.—Yes, 
he subscribed for stock. 

Q.—Did he pay? A.—He paid for 
his stock and withdrew. 

Q.—Never became a permanent di- 
rector? A.—No, he never attended a 
board meeting. 

Q.—Did he consent to his name be- 
ing used here? A.—I only think he 
remained with us about thirty days,. 
and withdrew; we refunded the money. 
I hold his stock to-day which he paid 
for. 

Q.—Did he consent to his name be- 
ing used here? A.—Yes, because he 
paid for the stock, he bought the 
stock on the distinct understanding 
that he would be a director. 

Q.—Josiah B. King, Grand Secre- 
tary of the Independent Order Odd- 
fellows, he continued? A.—Yes. 

Q.—Alfred Gifford, fruit grower, of 
Meaford? A.—He failed to make good 
upon his stock subscription. I wish 
to correct that. He failed to sub- 
scribe for the necessary amount of 
stock; he was not eligible. 

Q.—Was it intended that he should 
be a permanent director of the com- 
pany? A.—Yes, he had subscribed for 
the necessary stock. 

Q.—Was that arranged with him, 
that if he would subscribe for the ne- 
cessary amount that he would be a 
permanent director? A.—Certainly. 

Q.—That would be arranged by you, 
I suppose? A.—Well, yes. 

Q.—The same thing with these other 
gentlemen, I suppose? Was it the 
idea that Senator Templeman should 
be a permanent director for instance? 
A.—I don’t think so. 

Q.—That was just to be on the pros- 
pectus? A.—I think so. 

Q.—Was Spencer to be a permanent 
director? A.—Yes. 

Q.—He was promised that if he 
would subscribe for the stock? A.— 
Y G84 in 

Q.—Then William M. German, K.C., 
M.P., Welland? A.—Yes, sir, a pres- 
ent director. 

Q.—He continued as a director? A. 
—Yes. 

Q.—E. Gus Porter, M.P., Belleville? 
A.—A present director. 

Q.—Then the capital stock of the 
company was to be one million dollars 
and section 4 reads this way: (Reads 
Section 4.) That section covers the 
amount that must be subscribed be- 
fore you could organize? A.—Yes. 

Q.—$250,000 of the stock must be 
subscribed and 10 per cent. paid. Did 
you subscribe for stock? A.—Yes. 
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Q.—Did you pay the 10 per cent? 
A.—The amount of money, I think so, 
yes sir, otherwise we could not organ- 
ize. cy 


Q.—Do you know whether you did - 


or not? A.—I am quite sure we did. 
We would not have organized if we 
had not. Here is the provisional re- 
port. 

Q.—Did you pay the 10 per cent. 
on $250,000? A.—Yes, $25,000. 

Q.—When did you organize, the 
22nd December, 1902? A.—Yes. 

Q.—How long before that had the 
meeting been called? A.—Before we 
organized ? 

Q.—Yes. That is this section pro- 
vides that you must have the sub- 
scription for stock, you must have the 
10 per cent. paid and then you call 
a meeting? A.—Yes, well, we had it 
at the time the meeting was called. 


_Q.—Did you have it when the no- 
tices were sent out calling the meet- 
ing? A.—TI think so. 

Q.—Probably your bookkeeper will 
show us where the 10 per cent. paid 
is indicated on December 22nd. 


MR. ALLEN: It is indicated in the 
Sovereign Bank book. 


MR. TILLEY: You produce a Sov- 
ereign Bank book commencing 1902. 
It is not shown in the bank book. 
MR. HUNTER: Unless you add 
it up. 

MR. TILLEY: One would expect to 
find it in the cash book up to Decem- 
ber 22nd. Probably Mr. Allen will 
look there. (Cash book referred to.) 
On December 22nd, at the end of the 
meeting on that date you had about 
$30,000, Mr. Allen says, that had been 
paid in? A.—The books state the 
facts. 

Q.—And was that standing then at 
the credit of the company in some 
chartered bank in Canada? A.—It had 
been paid in to a chartered bank. 

Q.—This section says, ‘‘As soon as 
$250,000 of the capital stock have been 
subscribed and 10 per cent. of that 
amount paid into some chartered bank 
in Canada?’ A.—Yes, that is cor- 
rect. 

Q.—Then you call a meeting. Was 
it then in the chartered bank? A.— 
It had been paid in. 

Q.—And paid out, some part of it? 
A.—We were using a portion of that 
money in the employment of agents 
to sell our stock. 

.—So you construed that to be so 
long as it passes through the bank? 
A.—Yes, 


Sovereign Life, 
(A. H. Hoover, Ex’d.) 


Q.—Then Section 5. Prior to that, 
the directors’ qualification is to be 
what? A.—25 shares. 

Q.—And all calls must be paid? Now 
then Section 5 is: (Reads Section 5.) 
vey that section complied with? A.— 

es. 

Q.—LiterallyP A.—I think so. 

Q.—That is to say no shareholder 
had paid in less than 10 per cent.? 
A.—Quite true. 

Q.—Had you paid in 10 per cent. at 
the time of license? » A.—I want to 
be sure about that. The books will 
show that. 

Q.—What date did you get the 
license? A.—The license was granted 
on the 29th January, 1903. You have 
the Charter here and it speaks for 
itself, 

Q.—You see here, ‘‘provided that 
the company shall not commence the 
business of insurance until $62,500 of 
capital stock has been paid in cash 
into the funds of the company. Pro- 
vided further that the amount so paid 
in by any shareholder shall not be less 
than 10 per cent. upon the amount 
subscribed by such shareholder.’’ That 
was January, 1903. I want to know 
whether that section as to each sub- 
scriber for stock having paid in 10 
per cent. was complied with? You 
must have submitted proof of that sec- 
tion having been complied with to 
the Department at Ottawa. A.—That 
was a matter arranged and attended 
to by the solicitor entirely. 

Q.—Have you copies of the papers 
submitted to the Department regard 
ing that? A.—I think not. They 
were all sent to the Department and 
filed there. 

Q.—Then we will have to take the 
original? A.—We complied with all 
the requirements of the Insurance De- 
partment at that time. 

Q.—In the way of filling out forms? 
A.—Yes. 

Q.—Now I want to know whether 
the forms were correct. Had every 
shareholder that subscribed for stock 
paid 10 per cent. on his stock? Had 
you paid 10 per cent. on your stock? 
A.—Well, I had on part of it. 

Q.—Had you on the whole of it? 
A.—I don’t think sq. My individual 
subscription was quite a large one. I 
don’t think I had paid it all up. I 
am quite sure I had not. 

Q.—Then when you speak of these 
payments, do you say they were made 
in cash by the company’s funds? A. 
—No, our method was to sell the stock, 
one call of $25 per share. Well, I - 
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will say, the first stock we sold $20 
per share and at a premium of 25 per 
cent. That made $5 premium and 
$20 per share, $25. $20 plus prem- 
ium of 25 per cent, $25. But a very 
little of the stock was sold. Very 
little. We found that we would re- 
quire a larger premium and we in- 
creased it to $25 a share with 25 per 
cent. premium which made the prem- 
ium $6.25 instead of $5. $81.25. So 
that there was a premium there of 
$6.25. ’ 

Q.—That is all very well, but I want 
to know about compliance with this 
section of the Act. Do you say that 
the money was realized and paid in 
on stock or was the money raised say 

by discounting a note? A.—Then I 
- understand what you are coming at 
and I will give you the information 
quite readily. We took notes; we 
endeavored to get as large a cash 
payment as we could and then we 
divided up the payment into 3, 6, 9 
and 12 months with interest at 6 per 
cent. These were notes. Now we 
found in order to secure our license— 

Q.—Let me ask you one question 
first. Those notes were not payment 
in cash were they on the stock? A. 
—They were at the time we got the 
_ money. ) 

Q.—Were the notes themselves as 
received payment in cash as the Act 
requires both in Section 4 that we re- 
ferred to before and Section’ 5.P A. 
—I was just going to tell you what 
we did. 


Q.—I am not asking you what you 
did with the notes for the present. I 
want to know whether you contend 
that when a shareholder gave you a 
note in payment on his stock you 
treated that as a payment in cash? 
A.—We singled out notes enough to 
make good. 

MR. HUNTER: You are not an- 
swering his question. You did not 


treat them as cash; why not answer 


the question? 

MR. TILLEY: Why not answer it 
as Mr. Hunter says, you did not treat 
it as cashP A.—Certainly not. If 
a man gave a note we couldn’t get 
that money until it became due. 

Q.—Then that is not payment in cash. 
Then what did you do? A.—We took 
enough of the notes to produce the re- 
quired amount of .money that we 
needed and the directors, I think five 
of the directors of the company went 
to the bank, the Imperial Bank, and 
gave their private note to the bank 
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and secured $29,000 without a scrap 
of security of any kind. 

Q.—Do ‘you say that with pride 
Mr. Hoover? ‘A.—The company did 
not borrow the money; the directors 
borrowed the money on their private 
note and gave it to the company 
without an atom of security, and when 
these notes were paid in by the share- 
holders who had subscribed for this 
stock it was turned upon that private 
note until it was paid. 

Q.—The notes given by the share- 
holders were not payment in cash? 
A.—These particular notes that we 
took out, but we anticipated it and 
advanced the money. 

Q.—Then in order to put the money 
in the bank the directors discounted 
their own note in the bankP A.— 
Their private note, yes. 

Q.—So that the money in the bank 
was not cash received from share- 
holders on their stock but was the 
proceeds of a discounted note? A.— 
Well, that is true, the proceeds of 
our private note. 

Q.—Can you tell me why that was 
not shown in the copy of the minutes 
that you supplied to the Commission ? 
A.—There was never any agreement 
entered into on behalf of the company. 
There was no security arranged of 
any kind to the Board. They simply 
signed a note to the bank for $29,000 
and got the money and when these 
notes were paid they were applied 
upon that until it was wiped out. A 
perfectly legitimate transaction and 
we would do the same thing again. 

Q.—I am not saying whether you 
would do the same thing again or 
not, Mr. Hoover, but I would rather 
question the thing being legitimate. 
Why did you not show that in the 


- minutes? A.—It was not necessary. 


Q.—The minutes that you copied? 
A.—It was not necessary. The com- 


pany did not borrow the money. 


Q.—You ‘sent to the Commission 
what purported to be copies of your 
Directors’ minutes? 

MR. HUNTER: From the date of 
the license? A.—From the date of 
the license. 

MR. TILLEY: TI will satisfy my 
learned friend on that point yet, if 
he will wait a minute. Why did you 
start with the date of the license? 
A.—Give me the document. 

Q.—You have your answer ready on 
that? A.—Because the circular sent 
out by this Commission stated that 


information was to be furnished from 
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the date of the company’s license. 
In compliance with your circular, 
which states: ‘‘In all cases it will be 
understood that the information asked 
for is to cover year by year the last 
fifteen years’ operations by the com- 
pany, if the company has been so 
long doing business in Canada under 
Dominion License; otherwise the whole 
period during which the company has 
been operating under such Dominion 
license.”’ 


Q.—So you say because that says 
doing business under Dominion license 
you think that justifies you in elim- 
inating the organization meeting ex- 
cept so much of it as you want to 
show us? A.—We complied with what 
you required. When you said you 
wanted our Minute Books we sent 
them up to you. 

Q.—You gave us the by-laws, skip- 
ped everything that related to Mr. 
Hoover’s arrangement with the com- 
pany and then started the Minutes 
and then did not give us the minutes 
right. Here is page 51 of the Min- 
utes referring to this particular note. 
“The President produced for the ex- 
amination of the directors the note 
signed by the Executive Committee 
and discounted at the bank to enable 
the company to complete its deposit, 
which was now fully paid; and after 
examination by the directors the said 
note was destroyed.’’ That is on page 
51, in the part that you are supposed 
to have copied and you have left it 
out. Now why did you leave it out? 
A.—It may have been inadvertently 
done by the stenographer. 


MR. HUNTER: I think I directed 
that to be left out. 


MR. TILLEY: How is it that we 
did not hear about it until I men- 
tioned it now? A.—Mr. Hunter says 
he gave directions to leave it out? 


MR. HUNTER: That was a private 
note of the directors. 


MR. TILLEY: That is in the min- 
utes that you are supposed to have 
copied? A.—Well, he had charge of 
the copies. 

Q.—Do not pass it back and forth. 
Mr. Hunter was acting with you, I 


suppose? A.—I have not seen those 


minutes, 

Q.—Did you discuss that with Mr. 
Hunter? A.—wNo. 

Q.—You left it to Mr. Hunter to 
decide what should be left out? A.— 


Oh no, no. We placed a girl at work . 


to copy these minutes and if she has 
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peg that why I have no knowledge 
of it. 

MR. HUNTER: I told the gsteno- 
grapher not to copy that. I thought 
that was a private note of the direc- 
tors. 

A.—Purely an error. Unintentional 
on my part. 

MR. TILLEY: You did not do the 
copying did you? A.—No. 

Q.—Wait until we see whether that 

is the limit of it. Probably Mr. Han- 
ter will take responsibility for the 
other too. There is what you supplied 
us with as being a copy of the by- 
laws? A.—Yes. 
. Q.—And the by-laws in the book pre- 
ceding the date when you commenced 
to copy; the day you got your liceuse? 
A.—The by-laws were adopted at the 
organization meeting. 

Q.—But you did not give us a copy 
of the minutes of the organization 
meeting? A.—No, we did not. 

Q.—But you did give us the by- 
laws and then you skipped matter that 
intervened between the by-laws and 
the date where you commenced to 
copy. Why, do you know? 

MR. HUNTER: May I say a word 
there P d 

MR. TILLEY: Certainly. 

MR. HUNTER: The by-laws were 
called for in answer to another ques- 
tion. Question 6, under organization 
and administration. ‘‘Furnish copies 
of all by-laws and resolutions of the 
company.’’ So the by-laws were given 
specifically as by-laws. I drafted the 
by-laws and I found when I came to 
see it that there was one clause that 
was not part of the by-laws. 

MR. TILLEY: So you left that 
out? 

MR. HUNTER: Certainly. That 
was an error pure and simple in copy- 
ing the by-laws into the Minute Book. 

MR. TILLEY: No. 5 on page 21 
reads this way: ‘‘The Manager if a 
duly qualified shareholder, is eligible 
for election as a director of the com- 
pany, and if so elected shall be known 
as the Managing Director. The Man- 
ager shall receive a salary of $2,500 
per annum and also a commission or 
renewal interest of $1 for each $1,000 
of insurance in force at the end of 
each year, the said commission or re- 
newal interest to be payable annually 
to the said Manager, his executors, 
administrators or assigns, as long as 
the said insurance remains in force.’’ 
Now this last part as to the salary of 
the Manager, which did not refer to 
you in particular, because you were 

a 
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not then Manager, any person else 
could be Manager—that which is in 
the by-laws at page 21 of your book 
is left out of the by-laws sent to us? 

A.—Well, that is another omission. 

Q.—By direction of Mr. Hunter? 
A.—I have no desire to conceal it. I 
will justify that contract. 

MR. HUNTER: That I considered 
no part of the by-law. 

A.—I can justify that contract. 

MR. TILLEY: Mr. Hoover, just let 
me point out that in all the material 
you sent us, from beginning to end 
there is not a suggestion that you had 
such a contract with the company until 
we sent for the original books? A.— 
You did not ask for it and we did 
not give you anything except what you 
asked for. 

Q.—You will find that we asked for 
it in many different ways. 

JUDGE MacTAVISH: Is it the 
fact that no information was given 
as to the agreement between Mr. 
Hoover and the company? 

MR. TILLEY: Absolutely no infor- 
mation was given to us respecting Mr. 
Hoover’s agreement between himself 
‘and the company. Where is it referred 
to in the by-law it is omitted in the 
copy and not a word of information 
was got from the returns we received 
until we sent for the original books 
by reason of what we thought were 
suspicious appearances in the returns 
that was sent us. 

JUDGE MacTAVISH: Do _ you 
think, Mr. Hoover, that that was a 
compliance with the circular? A.— 
Well, my solicitor advised us that we 
should start at the date of the com- 
pany’s license. The contract is en- 
tered at length in the Minute Book. 
At the organization meeting my con- 
tract was read to the shareholders, 
read to the Provisional Board and 
adopted by the shareholders, and en- 
tered at length in the Minute. 

Q.—But in your opinion was the re- 
turn made to the Commission a com- 
pliance with the requirements? A.— 
Oh yes, because we antedated what you 
asked for. 

Q.—In, reference to salaries and com- 
missions, you were asked to furnish a 
statement showing by name all the 
officers, directors and agents of the 
company? A.—We did so. 

Q.—And the salaries, commissions, 
or other remuneration received by or 
granted to each? A.—Yes, sir. 

Q.—Did you do that? A.—Yes, sir, 
here it is. 

Q.—Next, ‘“‘produce copies of the by- 
laws or other authority for the pay- 
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ment of such salaries, commissions or 
other remuneration.” Did you do 
that? A.—Yes, sir, so far as I knew 
personally. 

Q.-—Then where is that contract? 
A.—Well, I have made the explana- 
tion that my solicitor ruled that that 
was not a by-law. 

MR. TILLEY: Not to be complied 
with? A.—Not a by-law. 

Q.--And it is not the authority for 
the payment of the money to you? 
A.—There has been nothing concealed 
from you so far as I am personally 
responsible for. There has not been 
any crooked transaction done with 
this company from start to finish. It 
is open and above board. 


JUDGE MacTAVISH: It is too 
early to protest yet, Mr. Hoover. A. 
—You won’t make any capital out of 
that, Mr. Tilley, because I can justify 
my contract, and if I had it to do 
over again I would make the same 
contract. 

MR. TILLEY: We are not dealing 
with the contract. I am bringing out 
now the extent to which you seem to 
be pleased to let people know about 
it. We will just put it that way and 
pass on. Here is another portion of 
the Minutes on page 40: ‘‘The audi- 
tors also reported that the advance 
of premiums on capital stock of the 
company to 33 1-3 per cent. did not 
appear to have been ordered by the 
directors. The Manager was instruct- 
ed to refer the auditors to the previous 
Minute Book of the Board at pages 
38 and 31??? A.—Yes. 

Q.—That was left out of the Min- 
utesP A.—3 and 31? 

Q.—No, the resolution was left out 
of the Minutes because that resolu- 
tion apparently would lead us back 
to another Minute Book? A.—wNo, 
no. 

Q.—Why was that left out? 

aa HUNTER: That I cannot 
tell. 

.A.—That is purely an omission of 
the Secretary in writing the Minutes. 

Q.—Who was the Secretary? A.— 
At that time I think Mr. Allen. He 
can justify that transaction. 

Q.—Is that all Mr. Allen’s copy- 
ing? Aiea, This was an unin- 
tentional omission. There is not a 
thing wrong with it. 

Q. ar am not saying there is. But 
IT am pointing out that that is the 
only resolution in the documents that 
we get that would have shown us 
that ‘there was a previous Minute 
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Book, and that is left out? A.—Well, 


you have it. 

Q.—We have it because we sent for 
it? A.—Well, let us see what this 
amounts to? Where is it? 

Q.—The previous Minute Book? 
A.—Yes. 

Q.—Very well, I will take it up 
with you now. We will put this one 
back for the moment? A.—No, we 
will read this. This is a correction 
of that. 


Q.—I do not care anything at all 
about the item of news that is in 
that. I am simply saying that that 
would have referred me to this Min- 
ute Book which I would not have got 
otherwise. [I am not criticizing the 
resolution or saying that the premium 
was not authorized or that the min- 
ute in the book is not a proper min- 
ute. I am saying that that minute 
would have pointed me to this book 
and that is the only minute in the 
whole book that would have done so? 
A.—Let me explain this. There is 
nothing in it. It reads this way: 
“The auditors pointed out that the 
transfer on October 7th, 1902, of 50 
shares of the capital stock of the 
company by C. Norman Spencer to 
A. H. Hoover does not appear to have 
been approved by the Board.’’ Now 
we sold some stock to Mr. Spencer~- 

Q.—You persist in trying to get in- 
to a long explanation that I do not 
care a snap of my fingers about. I 
am simply pointing out to you that 
that resolution by specific reference 
carries us back to this previous Min- 
ute Book, and that resolution was 


in the portion of the minutes that ~ 


you were supposed to have copied, 
and was apparently on that account 
left out? A.—No sir. . 

JUDGE MacTAVISH: Why was it 
left out? A.—Why, the Board had 


neglected to approve the transter of. 


this 50 shares of stock and the audit- 
ors asked to know why that transfer 
had not been approved. It was cor- 
rected here at this meeting. 

Q.—Do you understand my ques- 
tion, Mr. Hoover? A.—No sir. 

Q.—Why was this left out of the 
return you made to the Commission ? 
A.—Why was this minute book? 

Q.—No, that minute. We have it 
now and it makes very little differ- 
ence, except that it is interesting to 
us to know why it was left out? A.— 
Well, I can only make the same reply, 
the same answer, it was not inten- 
tional on my part. 
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Q.—It was unintentionally done? 
A.—Unintentionally. 

MR. TILLEY: You did not do the 
copying ? A.—Let me explain the 
transaction and show that it does not 
amount to anything. 

MR. HUNTER: He is not inter- 
ested in the transaction, Mr. Hoover. 

MR, TILLEY: I am glad Mr. 
Hunter appreciates that point, if you 
do not, Mr. Hoover? A.—There is 
nothing in it 

Q.—Now, Mr. Hoover, the previous 
Minute Book ; did you ask me to take 
that up with you now? A.—I am 
prepared to spend a day or two with 
you. 

Q.—Whose writing is this? A.—I 
think that is the stenographer in the 
office. 

Q.—Which stenographer? A.—That 
is a long time ago. She is not in our 
employ. 

Q.—Let us pass on a few pages and 
see if we can find some writing done 
by a person still in your employ. 
Take page 30? A.—That is Mr. 
Allen’s, 

Q.—Page 28, Mr. AllenP A.—I 
think so. 

Q.—Then, if you will step out of 
the box for a while, I will ask Mr. 
Allen a few questions, 


THOMAS ALLEN, sworn: Exam- 
ined by MR. TILLEY. 

Q.—You are the Secretary of the 
company? A.—No, «sir, I jam just 
the accountant, 

Q.—Have you been with the com- 
pany Since it was organized? A.— 
Yes sir. 

Q.—Are these minutes which are in 
the provisional directors minute book 
in your writing, looking now at page 
29°? <A.—Yes. 

Q.—Pages 30 and 31? A.—Yes. 

Q.—Tell me why pages 32, 33, 34, 
35, 36, 37, 39 were left blank? Do 
you remember anything about it? A. 
—No, I don’t remember just exactly 
why that was done. 

Q.—We turn to page 40 and we find 
that page 40 purports to start with 
minutes as it were in the middle of a 
meeting. There is no heading to say 
Minutes of a Meeting held at such a 
date, so and so present, but certain 
resolutions are put on the book and 
it is brought down and at the end is 
marked ‘‘Approved, signed Horni- 
brook, Chairman of the Executive 
Committee. Signed by A. H. Hoover, 
Managing Director, December 15th, 
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1902.’’ Everything at the end of the 
meeting is signed so that any sort 
- of resolution or agreement of any 
nature or kind could be put in at the 
commencement of that and would ap- 
pear to be perfectly regular and 
proper. Now what is wrong about 
it? 

MR. HUNTER: As to this I would 
like to point out that nothing could 
be put in there because it is signed. 
That was intended for the _ by-laws 
to be copied in, and the man was too 
lazy to copy them in twice, once into 
that and once into the new book. 

MR. TILLEY: Mr. Hunter refers 
of the Minutes of the previous meet- 
ing under ‘‘the said by-laws are as 
follows.” 

MR. HUNTER: The minutes of the 
same meeting, and they should have 
been inserted there. It is the con- 
tinuation of the same meeting. 

MR, TILLEY: How often did the 
provisional directors meet? A,—I 
think once a month. 

Q.—Can you say why page 41 is 
blank? A.—I don’t know any par- 
ticular reason. 


Q.—You understand thatinthe new 
Minute Book of the company started 
after the organization meeting, that 
a general resolution was passed affirm- 
ing everything that appeared in this 
_ book, you understand that? A.— 

Yes. 

Q.—Is that a proper way to keep a 
minute book? A.—I never kept one 
before. 

QOv2Y ow? didi the vwriting? ))) (A.o 1 
did. I copied the writing. 

Q.—You ought to be the one to 
know. Do you tell me that on page 
40 is the ending of the meeting that 
commenced on page 30? A.—I should 
judge it was. 

Q.—Can you say it was? A.—TI can- 
not see exactly where you have your 
hand. 

Q.—You may take the whole book? 
A.—In regard to this minute here, 
pages 80 and’ 31, the minutes are 
complete and signed. 

Q.—Now then what is it that ap- 
pears on the next written part? A.— 
On page 40? 

Q.—Is that the same meeting or an- 
other meeting? A.—It must be an- 
other meeting. 

Q.—There is nothing at the com- 
mencement of that to show the be- 
ginning of the meeting or who were 
present, but there is the tail end of 
the meeting there, all properly signed ? 
Ai—Well, I don’t remember that. 


92a 


6 EDWARD VII., A. 1906 


Sovereign Life, 


(Thomas Allen, Eix’d.) 


Q.—Mr. Hunter says, and there is 
a reasonable appearance of that being 
right, if you had confirmed it by your 
evidence, that the last part is .the 
end of the meeting and that there 
was room left to write in the by- 
laws, but surely, Mr. Allen, in your 
company that is not the way minutes 
are written up? A.—No, sir, they 
are not now. 

Q.—Since when are they not done 
that way? A.—Well, I don’t know of 
any particular reason. 

MR. HUNTER: May I speak to 
him P 

MR. TILLEY: Yes. (Mr. Hunter 
confers with the witness.) 

Q.—Make your explanation now. 
A.—It must have been for that pur- 
pose, although at present I don’t re- 
member it. 

Q.—I pointed out to you that it 
might have been left for the by-laws, 
but to leave four or five blank pages 
in almost the last minutes in this 
book and then pass a resolution rati- 
fying everything in the boolkt with a 


-few blank pages in it, is not a very 


good way to conduct the: business of 
a company, is it? What would you 
say to that? A.—Well, at the time 
when you asked me that question I 
could not understand why those blank 
pages were there. It was three or 
four years ago and I had forgotten. 

Q.—I cannot understand yet why 
minutes would be signed by the offi- 
cers and pages left blank. It is very 
well to say that the by laws. would 
go in there, but anything else could 
eo in there as well. Now take this 
book at page 39. It is called Minute 
Book, No. 1 of the company after it 
was organized. Here are minutes in- 
serted in the Minute Book at page 39 
of a meeting that is supposed to be 
held on the 16th September, 1903. 
And then it is all struck out and in 
red ink written ‘‘error, should be on 
page 49.’’ Then when you go over to 
page 49 you find that in order of its 
date that meeting should have been 
at page 49 but it is inserted in your 
Minute Book before meetings of the 
17th of June, before a meeting of the 
28th of May, so that the minutes of 
a September meeting appear in your 
Minute Book at page 39 before the 
minutes of May. Now how can such 
a thing as that happen? A.—That 
was a clerical error in copying into 
this Minute Book. 

Q.—You did the writing? A.—Yes, 
I did. 
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Q.—When was that book written 
up? A.—You mean each meeting? 
Shortly after the meeting. 

Q.—How soon after? A.—Probably 
within two or three weeks. 

Q.—Tell me how September could 
get in front of May. A.—Will you 
please show me how that is? I don’t 
see the dates, they are apparently in 
order here. 

Q.—That is September, 1903? A.— 
Yes. 

Q.—The commencement of the meet- 
ing of September, 1903? A.—Yes. 

Q.—That is all struck out and then 
you come to May, 1903. Now then, 
turning over to 49 you find that this 
minute is properly September and that 
page is duplicated again at page 49 
in its proper date? A.—Yes. 

Q.—Now then that meeting must 
have been held on the 29th Septem- 
ber? A.—I should judge so. The 
16th of ‘September. 

Q.—Must have been held on the 16th 
September. Then it must have been 
held before these minutes were written 


up at page 39? A.—yYes, I should 


judge so. 

Q.—Then here you get the May 
meeting following? A.—Well, I can- 
not explain it now. All I know, is 
that that was written in here. 

Q.—Mr. Hoover suggests audibly 
that that was a blank place left in 
the Minute Book. Could that be so? 
A.—It could, yes. 

Q.—Why would a blank pa be left 
in your Minute Book? A.—Often- 
times in turning over to write on that 
page I might leave a page there so 
as not to crowd it. 

Q.—You could not crowd it, you had 
six lines left for the President to sign. 
That explanation could not be the 
right one? A.—There could not be 
anything put in there after that was 
signed, so this blank page could not 
count. 

Q.—Why would you leave it there? 
A.—I don’t know, unless accidentally 
in turning over. 

Q.—It looks as though the early 
part of it was all written up at one 
time? A.—Oh no, it was not. 

Q.—You say that is not soP A.— 
No sir, it is not so. That is simply 
a clerical error. In some way or other 
T got on to the wrong page in copying 
that in. There is nearly a page left 
where I have turned over. 

Q.—You say these minutes were en- 
tered up and signed by the officials 
shortly after the meetings were held? 
A.—No, sir, I will qualify that if you 
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please. After the minutes were passed 
at the following meeting. 

Q.—Then would there always be a 
minute intervening? A.—Should be. 

Q.—Then the minutes of one meet- 
ing are not entered up till they have 
been passed at the next meeting? 
A.—Oh they are entered up but they 
are not signed. 

Q.—Then are you a director? A. 
—No. 

Q.—Do you attend the meetings? 
A.—I do in the capacity of Secretary, 
that is all. 

Q.—Do you copy this from any 
other book? A.—No, sir, I copy it 
from notes made at the meeting. 

Q.—You take down the minutes and 
then you extend them in the Minute 
Book? <A.—Yes. 

JUDGE MacTAVISH: Are _ they 
read at the next meeting? A.—Yes, 
sir. 

Q.—And confirmed? A.—Yes, sir, 

MR. TILLEY: And they are read 
from the Minute Book, not from the 
notes? A.—From the Minute Book 
after they have been copied, yes sir, 
always. 

Q.—Then that is all for the present, 
thank you, Mr. Allen. 


MR. HOOVER recalled: 

MR. TILLEY: Then, Mr. Hoover, 
the minute that we have referred to 
mentioned this note that the Direct- 
ors gave. So that the cash was re- 
quired to be paid by the Act, by the 
shareholders to the extent of 10 per 
cent. at least on their stock, was con- 
tributed by the discounting of a 
director’s note in the bank and that 
was treated as cash? A.—Treated 
as cash against these notes. We anti- 
cipated the payment of enough notes. 

Q.—You anticipated that the di- 
rectors would give you the cash, there- 
fore you put it in the bank and told 
the Government that it was cash, 
shareholders cash? A.—We made good 
these notes and produced it and if 
these notes had not been paid the 
directors would have lost the money. 

Q.—Well, that is the way it was 
done, at any rate. Then there is a 
provision in Section 6 that after the 
stock is all subscribed and all paid 
up you may increase to two million 
dollars. Have you done that? A.— 
No sir. 

Q.—Section 10 provides that you 
may acquire and dispose of real estate 
for use and occupation, of the annual 
value in any Province of $5,000, but 
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in Ontario it is extended to $10,000. 
Have you done that? A.—Not a 
dollar. 

Q.—In any Province? A.—No. 

Q.—Then Section 11 of the Act re- 
lates to the dividends to policyhold- 
ers and shareholders (Reads Section 
11.) I suppose no dividends have yet 
been declared or paid; that would not 
be reasonable to expect? A.—We have 
not arrived at that yet. 

Q.—Do you issue any non-partici- 
pating policies? A.—We do. 

Q.—Where is your book showing the 
rates for non-participating policies? 
A.—I think the rate for non-partici- 
pating is on a sheet by itself. 

Q.—It has not been given to us? 

A.—Oh yes. Here it is. A copy of 
that was attached. ' 
_ Q.—When did you ,commence to 
issue non-participating policies? A. 
—From the commencement. I think 
No. 1, the policy I hold, is non-par- 
ticipating. 

Q.—You preferred the non-partici- 
pating, did you? A.—Well, I pre- 
ferred this particular kind that we 
issued at that time. 

Q.—Could you have the same kind 
with participating benefits? A.—No. 

Q.—So you preferred the kind rather 
than the profits? A.—Well, I pre- 
ferred this particular kind. I would 
have preferred a participating policy, 
I think, if I could have got it at that 
time. 

Q.—Have you just one policy in 
the company? A.—Yes. 

Q.—Why were your non-participat- 
ing rates not in your regular book 
to be used by agents? A.—Well, we 
did not desire to push the non-par- 
ticipating plans except this one parti- 
cular policy. 

Q.—That is the kind of policy you 
have? A.—That is the policy we 
originated at the time the company 
began business, and we have issued, 
I think, one hundred of them since 
that. 

Q.—What is the kind of policy, how 
do you describe it? A.—Well, it is 
a 5 per cent. increasing. 

Q.—That is the premiums increase 
as you get older? A.—No, this is 
a policy for $5,000 with $250 added to 
its face value for each annual prem- 
fum aid until 15 payments have 
been made when it becomes paid up, 
for $8,750. The premiums are con- 
stant. 

Q.—Do you give non-participating 
rates? For other kinds of policies? 
A.—Oh yes, all other kinds. 
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Q.—But you do not want the agents 
to push that business? A.—Which, 
the non-participating P 

Q.—Yes? A.—I will answer that 
question frankly. 

Q.—I should hope so? A.—That 
the desire of al] life insurance com- 
panies is not to push non+participat- 
ing policies. 

Q.—I did not ask you about all 
companies. I was asking about your 
own company? A.—Yes, sir, that 
was the idea.. 

Q.—Why do you not want to push 
the non-participating business? A. 
—Because of the desire to write par- 
ticipating insurance, which is more 
profitable. 

Q.—Why do you desire to write par- 
ticipating insurance? A.—Because it ° 
is more profitable. 

Q.—To the shareholders? A.—To 
the company. 

Q.—What {part of the company?’ 
Under your Act the shareholders and 
policyholders are all members? A.— 
Yes. 

Q.—Then I suppose profitable to 
the company means profitable to its 
members? A.—AI] concerned. 

Q.—Or is there some person else, 
for instance fhe officergy; that jou 
think I should include in that? A.— 
the shareholders and the policyhold- 
ers, thoSe holding participating poli- 
cies, participating in accumulations. 

Q.—The members of the company, 
shareholders and policyholders? A.— 
Exactly. 

Q.—Is the participating business 
more profitable to the shareholders 
or to the pplicyholders? A.—Well, 
we have not arrived at enough ex- 
perience yet for me to answer that 
question. 

Q.—I am asking you which motive 
it is which prompts you to push the 
participating rather that the non- 
participating business? Is it the de- 
sire to help the shareholders, or help 
the policyholders or help the manage- 
ment? A.—The purpose is to provide 
larger accumulations for the company 
and the corresponding amount of pro- 
fits. 

Q.—To get in more money? A.— 
That is the idea. 

Q.—Have more money to invest? 
A.—Well, it puts on the books a 
better class of business. 

Q.—I suppose by getting the par- 
ticipating rates pou get a surplus 
over what you would get by non-par- 
ticipating rates; that goes without 
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saying? A.—We get a higher rate, 
but the best business is the higher 
premium business, the cheap business 
don’t stay on your books. 

Q.—Do not describe it as cheap? 
A.—That is the way it is regarded, 
cheap and nasty. People don’t re- 
gard is as of any value. I had twenty 
years experience in natural premium 
insurance. 


Q.—With all the agents around talk- 
ing up the other they have come to 
despise it? A.—No, it is because 
when a man jhas his premium ad- 
vanced under the ‘natural premium 
policy— 

Q.—I am not talking about natural 
premium. I am talking about par- 
ticipating and non-participating? A. 
—The participating is the most de- 
sirable. 


Q.—From the policyholders’ stand- 
point? A.—Yes, if you select your 
company wisely. 

Q.—Does that refer to a young 
company? A.—It refers to any com- 
pany under proper management. 


Q.—You think the policyholder who 
takes a participating policy will rela- 
tively get a better return than the 
one who takes a _ non-participating 
policy? A.—Certainly. 

Q.—In proportion to the amount he 
pays? A.—Yes. 

Q.—If that is so why don’t you 
push the non-participating business 
as affording something better for the 
shareholders? Then the policyholder 
will get less in proportion to what 
he pays in, therefore better business? 
A.—Well, we have to sell the goods 
the people want. 

Q.—You are telling me that you 
would rather push one class of goods 
as opposed to the other. I want to 
know why you do it if the non-par- 
ticipating class of business is more 
profitable for the shareholders? A.— 
It is not. We have to have both. 

MR. KENT: Then it must be more 
profitable for the non-participating 
policyholders? 

MR. TILLEY: Is it the non-par- 
ticipating policyholder that gets the 
benefit? A.—The non-participating 
policyholder pays so much money for 
his insurance. He buys it as you buy 
your groceries. He gets what ne pays 
for. 

Q.—Sometimes? A.—The  partici- 
pating policyholder is interested in 
the management of the company. 

MR. KENT: Is not the non-par- 
ticipating carried partly at the ex- 


Sovereign Life, 
(A. H. Hoover, Ex’d.) 


pense of the participating policy- 
holder? A.—I think not. 

Q.—You say you sell the goods that 
the people call for? A.—That is 
right. 

Q.—But you do not show the goods 
in your window? A.—Oh yes, we do. 

Q.—It is not in your rate book? 
A.—Oh, yes. 

MR. TILLEY: You have this paper 
in your inside pocket and here is 
this then. That is the way these 
goods are shown. If the man really 
insists the agent can _ ultimately 
bring out something that we have if 
you insist but it is not what we 
think you should buy. Isn’t that 
why it is kept out of the book? A.— 
No, I think not. The wise insurance 
agent is the man who advocates the 
kind of goods the people want. 

Q.—Do you know why this leaflet 
was made separate from your regular 
rate book to supply agents? A.—To 
save expense. It was compiled after 
the rate book was. 

Q.—That is a different answer en- 
tirely. Which is the right answer? 
A.—Well, when we started we simply 
had one form of policy and we de- 
sired to keep our expenses low and 
did not issue all these. If a man 
wanted this insurance we quoted a 
rate from the office. 

Q.—Do not talk as if that was ail 
so natural, because that is not the 
answer you gave me a minute ago? 
A.—But you are trying to— 

Q.—No, I am not trying anything 
except to get the facts and you do 
not give them apparently because you 
are changing your answer. This book 
apparently was issued in January, 
1903? <A.—Yes. 

Q.—When was this leaflet issued? 
A.—I will let the actuary answer tha 
question. ; 

Q.—Well, Mr. Gould? 

MR. GOULD: These rates were is- 
sued before I came to the company 
so I cannot say that explicitly, but 
I believe that pamphlet was got up 
after the rate book, some time dur- 
ing 1903 

JUDGE MacTAVISH: The agents 
at the start had only the rate book? 
A.—Yes, my instructions to agents 
was this; it was useless to go to the 
expense of incorporating other com- 
panies’ non-participating rates and 
my instructions was in selling non- 
participating insurance to use the 
other comnanies’ rates. 


MR,.° TILLEY: ) Is that in: *any 
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printed form or not? A.—They all 
have them. 


Q.—Would you answer my _ ques- 
tion, please, is that in a printed form> 
your instructions to your agents? A. 
—Yes, I think so. No, I don’t know 
as it is, but that is my verbal in- 
structions. 


Q.—That when you find a man who 
insists on a non-participating policy 
and you cannot get him to take a 
participating policy, take some other 
company’s rate book? A.—I think the 
agent sells what the man is disposed 
to buy. He is not disposed to edu- 
cate him. 


Q.—I thought it was the good agent 
who could get the man to take what 
the company wants him to take rather 
than what the man wants himself; I 
thought that was the sign of a good 
agent? A.—I don’t think it. In the 
olden days we had to work against 
.the idea that it would displease 
Providence if a man took a policy. I 
always endeavoured to steer clear of 
people who thought that way and 
there were lots of them. 


Q.—Did you tell your agents that 
when they have to give a non-par- 
ticipating policy to get the rates of 
another company? A.—To quote the 
rate of another company. 

Q.—Then did you issue a policy in 
the rates of another company? A.— 
Now please understand, I told you 
distinctly that when we started we 
attempted to push a non-participat- 
ing policy, this policy that increased 
$250 a year for each annual premium 
paid, and we had no rate book. Our 
object and purpose was to keep our 
expenses down to the lowest limit. 

Q.—I do not know whether you 
cannot or will not understand my 
question? A.—It went on for six 
months unti] we had a rate book. 

Q.—You have been an agent your- 
selfP A.—I began fees the ground 
up, yes, sir. 

Q.—Try then to let someone else 
have an equal talk with you in this. 
I want to know this, did you write 
any non-participating business on the 
rates of any other company? A.— 
Oh yes, we have. 

Q.—In 1903 did you? A.—I.won’t 
name any particular time. We got 
very little of it on our books. 

Q.—I did not ask you that. You 
see it is impossible for a person to 
tell an insurance agent what he does 
want? <A.—I don’t know what you 
are driving at and I don’t know that 
it amounts to anything if I did. 
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Q.—Probably not. Before you issued 
this pamphlet to the agents did you 
write any non-participating business? 
A.—Certainly, we did. 

Q.—Except the specia] policy? A. 
—I am not sure of that. 

Q.—Can you tell me that? A.—I 
don’t remember. 

Q.—Probably your actuary will 
look that up and let us know. 

MR. GOULD: We can find that 
out. 
MR. HUNTER: May I make a 
suggestion that will probably freshen 
him up? 

MR. TILLEY: Yes. 

MR. HUNTER: You will remem- 
ber, Mr. Hoover, those rates were 
specially calculated on the O.M. 
Table and that the profit rates were 
calculated first. A.—That is right. 
We were the first company in Canada 
to adopt the O.M. Table. These 
rates were computed by, our actuary 
from that table. 

Q.—When you say these rates you 
mean the participating rates? A.— 
Yes. 

Q.—The non-participating rates 
were based on what table? A.—The 
same table, at a later date. 

Q.—Then what has the table to do 
with the matter? A.—It makes a 
difference in premium. 

Q.—But what has it to do with 
these books? ; 

MR. HUNTER: I was going to 
suggest to him that it made a differ- 
ence in time because they were anx- 
ious to get out a rate table, and the 
first rates computed were the profit 
rates printed in the Manual. Later 
when the actuary completed the com- 
putation of the non-profit rates they 


were put out in circular form in the 


same year. 

MR. TILLEY: Mr. Hoover, are 
you keeping your participating and 
non-participating business separate? 
A.—I think so. I pay very little 
attention to that end of it. The actu- 
ary will answer. 

MR. GOULD: There has been no 
separate account although prepara- 
tions have been made for keeping an 
individual. policy account with every 
policy. 

Q.—We will take that up with you 
later then. Now Section 12 provides 
as to the voting power of policyhold- 
ers. or persons who are actual holders 
of policies. Have you given us any 
information or return as to the pol- 
icyholders voting in the company? 
A.—Yes. 
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Q.—And what does that disclose, 
have they voted as policyholders? A. 
—Yes, at the annual meeting. 


Q.—I see that your policyholders 
can vote by proxy? A.—Yes. 

Q.—Is that common to other com- 
‘panies? A.—No. 

Q.—Do you know of any other Can- 
adian company where they vote by 
proxy? A.—In all former charters 
the policyholder could only vote I be- 
lieve by consent of the company. The 
Sovereign Life Company’s insurance 
charter provides that the policyholders 
shall vote for each $1,000 of insur- 
"ance. 


Q.—Do you know of any .Canad- 
lan company that has given the pol- 
icyholder the right to vote by proxy? 
A.—Do I know of any Canadian com- 
pany who has? Well, you have been 
examining them, you ought to ask 
them that question. I am not famil- 
lar with their affairs. 

Q.—Now will you answer my ques- 
tion? A.—Do I know whether they 
vote in any other company? I be- 
lieve they do in some companies where 
they give them that right but I say 
no charter— 

Q.—By proxy? <A.—I think so. 

Q.—Can you give me the name of 
any other Canadian company that 
gives the right to vote by proxy to 
policyholders? A.—Well, I am unable 
to answer that queston. I am _ not 
familiar. 

Q.—You cannot? A.—No. 

Q.—Was this idea of policyholders 
voting by proxy an idea of yours? 
A.—yYes, it was our idea to give our 
policyholders more liberal advantages 
than the other charters if we could 
do so. 

Q.—You thought you -would make 
that a feature of your company? A. 
—In former charters the participat- 
ing policyholders could be given the 
right to vote at annua] meetings by 
the company agreeing to let them 
have that rght. In the charter of 
the Sovereign Life it is provided that 
participating policyholders are mem- 
bers and entitled to vote. 

Q.—And that is a feature of your 
company? A,.—Yes. 


Q.—And I suppose it is fair to say ° 


it is an idea of yours? A.—Well, it 
is one of the later ideas; as we pro- 
gress we try to give better advan- 
tages. 

Q.—But it was your idea in con- 
nection with the Sovereon? A.—Well, 
it may have been our idea. 

Q.—I mean yours personally? A.— 
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I won’t claim it. I am not egotistical 
enough to do that. 

Q.—Did any person else suggest it 
to your A.—I have forgotten about 
that. 

MR. HUNTER: That clause was 
settled by the Superintendent of In- 
surance. A.—It may have been sug- 
gested by the Superintendent of In- 
surance. 

Q.—Will you say it was that they 
should vote by proxy and not the 
usual clause that they shall vote in 
person? A.—No, I am unable to an- 
swer that definitely. 

Q.—I notice that you have a by- 
law that no agent soliciting policies 
can hold a proxy? ~A.—Yes. 

Q.—Nor any Provincia] Manager? 
A.—Yes. 

Q.—Nor any Manager unless he is 
a director? A.—That is right. 

Q.—So that you are privileged to 
hold proxies but no other agent? A. 
—Not an agent of the company. 

Q.—We will probably deal with that 
more fully later. Then there is a pro- 
vision in clause 13 as to surrender 
values and paid-up insurance. Do the 
directors fix the amount of the sur- 
render value? A.—It is fixed in the 
rate book. 

Q.—The result of the section is 
that if the policyholder does not elect 
and demand what he desires that then 
after twelve months the company may 
choose whether it shall give him a 
paid-up policy or a cash surrender 
value, and having chosen it must 
either give the policy or set aside 
the cash for the policyholder. That 
is the way it works out? <A.-—In 
former charters the companies’ obli- 
gations to give the policy after three 
years’ premiums, had been made de- 
pendent upon the assured making his 
application therefor within twelve 
months after the date of the lapse. 
If such a demand was not made in 
twelve months the company had the 
right to forfeit. In the Sovereign 
Life there is no. forfeiture; whether 
demanded or not the company has to 
carry on its books to the credit of 
the assured the paid-up or commuted 
value of the policy. 

Q.—The assured has twelve months 
in which to elect, and if he does not 
elect the company elects for him? 
A.—The credit is there. 

Q.—Mr. Hunter points out that the 
Century Company got a charter the 
year before giving the policyholders 
the right to vote by proxy. Then a 
provisional meeting of the Board was 
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held on the 17th of June, 1902, and 
it shows on page 13 that the stock 
then was at a premium of. $25? A.— 
A premium of 25 per cent. 

Q.—That is 125? A.—Yes. 


Q.—And you and some of the share- 
holders then subscribed at that meet- 
ing. You took 100 shares? A.—Yes. 

Q.—Edmund King, 25 shares, and 
so on? A.—Yes. 

Q.—There was some understanding 
about that stock that it would be paid 
up, that a call of 20 per cent. was to 
be made on it? A.—The first stock 


was sold, $20 plus 25 per cent. making 
$25. 


Q.—The call was 20 per cent. on 
both the capital and premiums? A.— 
No, the premium is always 25 per 
cent. Call $20 plus 25 per cent. 

Q.—You won’t listen to me. The 
call was 20 per cent. of the tapital 
and the premium combined; I am not 
saying the premium was 20 per cent. 
It was $25? A.—The call was 20 per 
cent, 


Q.—And 20 per cent. of $25 would 
be the $5 you are talking about? A. 
—AlIl right. 

Q.—Then it is right isn’t it? A.— 
Yes. 

Q.—20 per cent. of the capita! and 
the premium. Then at page 17 yuu 
set out your prospectus, and you give 
the names of the directors. The 
prospectus is not very long, and I 
think I shall read it. Have you any 
other printed copies of this? A.— 
That is all. 

Q.—I suppose this was written by 
Mr. Hoover wasn’t it? A.—I ex- 
pect I had something to do with its 
preparation. 

Q.—I would expect that too. I am 
asking you the question? A.—TI will 
Say yes. 

Q.—(The prospectus was read and a 
copy afterwards filed as No. 286.) 
A.—Allow me to correct you. The re- 
ference to myself there was not 
written by myself. I did not write 
that paragraph. 

Q.—Did Mr. Hunter write it for 
youP 

MR. HUNTER: I think Mr. Horni- 
brook was the Chairman. 

A.—It was by some of my friends. 

MR. TILLEY: Was it fixed by 
computation or actuarial science? A. 
—I think someone who had lots of 
confidence in me wrote it. I will say 
that that prediction has been pretty 
accurately fulfilled. 
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Q.—You mean the last part about 
the paid-up insurance? A.—No, the 
whole thing. 

Q.—Have you taken a million in 
the first year? A.—No, we didn’t 
take quite that. We took all we 
wanted. 

Q.—Do you answer that way? 

MR. GOULD: The first year’s busi- 
ness was ten months and there was 
about $800,000. 

Q.—And in the second year, 1904? 

JUDGE MacTAVISH: $633,823.00 
page 347 of the blue book? A.—Quite 
ample, we should not have taken that. 

MR. TILLEY: There is a danger 
in taking too much? A.—Yes, that 
is where these inexperienced men get 
into trouble. You should not take too 
much business. Select it wisely and 
put only on your books what you can 
get under a proper basis and proper 
expenditure. 

Q.—If the persons who are being 
asked to subscribe for stock were in- 
telligent on the situation it would al- 


most be a bad thing to tell them that 


there was going to be an immense 
amount of insurance written? A.— 
Yes, I would not take stock in a com- 
pany that made that proposition. 

Q.—What do you say about this 
proposition that was put here? A.— 
Very reasonable. 

Q.—A million for the frst year? 
A.—Quite reasonable, because we had 
cleared a large premium to provide 
for the deficit in the reserve. 

Q.—I suppose it is common know- 
ledge that the ordinary man reading 
a prospectus would not be aware of 
the danger of taking too much busi- 
ness, would he, the ordinary investor ; 
you have got to have some knowledge 
of the insurance business before you 
veould appreciata thati? A.—Thati 
may be true. 

Q.—Even an inexperienced mana- 
ger, who knows something about the 
business, gets into that difficulty? A. 
—People don’t generally understand 
that a life company should go slow. 

Q.—Instead of putting a premium 
on going too fast it should almost put 
a premium on going too slow? A.— 
It should put the brakes on and go 
slow. 

Q.—Instead of giving the manager 
a dollar a thousand for all over a cer- 
tain amount, it should take the dollar 
off him, if he got too much? A.—No, 
give him the dollar. I could have 
placed two mill‘on dollars on the books 
of this company, but I knew better. 
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If I had been working for my personal 
money making propensities I might 
have done it, but I had the welfare 
of this company at heart and went 
slow. I couid have placed twice the 
business. 

Q.—You put the brakes on as you 
say? A.—Yes and I am proud of the 
financial position of this company. 

Q.—Don’t be too honest to say so 
then, Mr. Hoover. What business 
should a company put on in the sec- 
ond year? A.—Well, with our capital 
we should have placed about half a 
million. 

Q.—The third year? A.—We should 
not have taken but very little more. 

Q.—The fourth year? A.—No more. 

Q.—The fifth year? A.—I don’t 
think we should place a million of 
business on our books for the first five 
years. 

Q.—Not a full million? A.—No. 

Q.—But you have got a million here 
for the first year? A.—Per year. 
We should not write a million of new 
business annually, 

Q.—For the first five yearsP A.— 
No. 

Q.—Then after the first five years 
how rapidly should the business ex- 
pand? A.—If you have’ surplus 
enough. 

Q.—I am talking about a well man- 
aged company like yours? A.—You 
take the Attna, that is an old estab- 
lished company. They didn’t have as 
much business as we have got for five 
years. 

Q.—Then after the fifth year, tak- 
ing a company, as you propose to 
carry on yours? A.—After five years 
you can advance a little. 

Q.—Commence with the million 
mark? A.—Yes, and go slow. 

Q.—At the end of another five year 
term, what mark should you reach 
per year? A.—I should say that a 
company should increase its new busi- 
ness about after it gets out of the 
impairment of its capital stock, it is 
beyond that period so that it accum- 
ulates surplus, about a quarter of a 
million a year would be enough to in- 
crease. The net gain. 

Q.—A net gain of a quarter of a 
million? A.—yYes, I don’t think it 
should go faster than that. 

Q.—Is that your modest ambition 
with the Sovereign? A.—That iv all. 

Q.—Add on about $250,000 net in- 
crease? A.—We_ gained last’ year 
about $600,000, I think. ‘ 

Q.—That is over half a million? 
A.—Yes, that is too much. 
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Q.—It makes too strenuous a life 
for the company? A.—It is not the 
business you write, it is the business 
you keep that makes a successful un- 
derwriter. 

Q.—The persistency of the busi- 
ness? A.—Yes. It is a great mistake 
to write a million or two of business 
and gain $200,000. 

Q.—Then did you consider, with the 
conditions that existed, that there 
was a demand or a need for another 
new company? .A.—Yes. 

Q.—You thought the market was 
not quite amply supplied? A.—I 
thought that I could organize a life 
insurance company that would be a 


decided improvement upon_ those 
formerly organized. That was my 
idea. 


Q.—You had been associated with 
other companies? <A.—I had _ had 
twenty years’ practical experience 
with mutual corporations. 

Q.—With which one in particular? 
A.—I was with the Covenant Mu- 
tual, I think about eighteen years, 
something like that. 

Q.—Representing it here in Can- 
ada? A.—I came to Canada twenty- 
six years ago and began writing busi- 
ness, began writing business for that 
company, and I think I can lay claim 
to having been the poorest paid life 
insurance agent we had. The _ first 
application 1 wrote for $1,000 I re- 
ceived a commission of $3.50. 

Q.—What was the rest? Rebate? 
A.—That was the total money that 
came out of it. The company got 
the balance of it. For writing a 
$5,000 application I got $7,50. That 


-was my first work. I worked hard 


and made considerable money. 

Q.—That was twenty-six years ago? 
A.—Yes. 

Q.—And that was mutual business? 
ASV E83 

Q.—What would be the premium? 
\A.—That was a membership fee. The 
membership fee was $12.50. 

Q.—And you got $3.50? A.—Yes. 
No, the membership fee was $5 and 
I got $3.50. 

Q.—That wasn’t bad, was it? A.— 
The membership fee on $2,500 was $7, 
and I got $5. On a $5,000 applica- 
tion the membership fee was $10, and 
I got $7.50. 

Q.—You were getting a fair share, 
were you not? A.—The company got 
the balance. 

Q.—You turned over the balance, 
did you? A.—The company got the 
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balance. Will you please understand 
that that had nothing to do with the 
first year’s premium. 

Q.—What was the first year’s prem- 
ium? A.—The first year’s premium 
was an assessment according to the 
deaths. 

Q.—All you had to do was to get 
the $10 and turn over its share to 
the company? A.—That was the mem- 
bership fee. That carried him for 
sixty days. 

Q.—Expenses have gone up a great 
deal since then in your time, twenty- 
six years ago? A.—Yes. 

Q.—What would an ordinary agent 
get for ordinary insurance business 
at that time? A.—In old line insur- 
ance? 

Q.—Yes? A.—Oh I presume about 
50 per cent. 

Q.—Twenty-six years ago? A.— 
Yes, from 25 to 50 per cent. of the 
first year’s premium. 

Q.—Any renewal? A.—Oh yes, they 
always gave, I think, 5 to 73 per 
cent. 

Q.—So long as the man remained 
with the company, I suppose? A.— 
It depended on the contract. 

Q.—Then did you notice the grad- 
ual increase in commissions to agents 
throughout the years that you were in 
the business? A.—It has been in- 
creasing. 

Q.—Up to very high proportions? 
A.—It has been increasing, yes. 

Q.—Some agents ask for practically 
the whole first year’s premium? A.— 
Yes, and a little more beside. 

Q.—That is a fact? A.—Oh yes, no 
doubt about that. 

MR. KENT: Do they get a little 
off the second year? A.—Well, we 
don’t give it. 

Q.—I do not care what company 
gives it; the question is whether the 
agent gets it? A.—They say they do. 
I don’t know. 

MR. TILLEY: I suppose _ that 
would be more in the shape of bon- 
uses at the end of the year for get- 
ting a certain amount of business? 
A.—That is the whole trouble. The 
whole trouble has been caused by the 
American companies bonusing agents. 

Q.—Probably it is part of his con- 
tract that if he will write a certain 
amount he will get a bonus. Then 
towards the end of the year it pays 
him to rebate in order to get this 
volume on his books? A.—That is 
right. 

Q.—It is over competition that is 
causing that? A.—Well, it is the zeal 
of the agent to write so much busi- 
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ness, and the companies are generally 
to. blame for it themselves. 

Q.—Do you think in view of that 
state of affairs, that undue pressure 
to write business, that there was 
really need for another insurance 
company? A.—Oh yes, there is need 
for more. 

Q.—More yet? A.—Yes. There are 
companies in England where you have 
to go to the office and apply for a 
policy, go before the Board, put in 
a waiting application. The very best 
companies that exist. That shows you 
that rapid spasmodic growth is 
wrong. Slow growth is better. 

Q.—I dishke to be trying to tell 
you that I want a non-participating 
policy if you are trying to sell me a 
participating one. That condition of 
affairs does not exist in Canada, that 
a man has to run around to find an 
insurance company to get insured? 


, 1f he did I would be ‘afraid 


of him. 

Q.—-Dam! ‘asking vou, 10 /ekaeus ¢ 
A.—I never had that case happen but 
once, and the man murdered his wife 
six months after he got the policy. 
At least he was tried for murder. 

Q.—That was a policy in your com- 
pany? A.—Yes. 

JUDGE MacTAVISH ~ It has been 
stated in the newspapers within the 
last four days that there are fewer life 
insurance companies in Great Britain 
in proportion to the population than 
there are in Canada. Do you know 
whether that is accurate? A.—Well, 
I would not be able to state that 
without lookiig it up. But the peo: 
ple are better educated to insurance 
there; they go to the offices for it. 
Here the agents are so active that a 
man doesn’t get a chance to go to the 
office. 

MR. TILLEY: He cannot reach 
the office, he is met part way? A.— 
The agent sees him first. 

(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 P.M., June 26th, 
1906. 

Examination of Mr. A. H. Hoover 
continued : 

MR. TILLEY: Then the prospectus 
goes on regarding the subscription for 
capital stock: ‘‘The capital stock. of 
the Sovereign Life Insurance Com- 
pany of Canada is one million dol- 
lars,’’ ete. (Reads prospectus). 
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Q.—Besides that prospectus was 
there any other prospectus issued at 
any time? A.—Nothing except that, 
there were editions issued increasing 
the price, you know, but the substance 
was used throughout the whole thing. 

Q.—Probably a sort of re-print 
would it be? A.—Yes, with the fig- 
ures corrected; there were no Sstate- 
ments made except what are em- 
bodied. 

Q.—No additional statements ex- 
cept what are here? A.—No. 

Q.—At the same meeting that ap- 
proved the prospectus you presented 
an account for preliminary expenses 
of organizing and procuring subscrib- 
ers and at the following meeting that 
account was considered, and was order- 
ed to be paid, after apparently hav- 
ing been referred to some Committee 
to enquire into it and check it over— 
A.—Yes. 

Q.—And the payment was made 
in this way, $2,500 was to be credited 
on the stock you had subscribed, $2,- 
000 on the capital and $500 on the 
premium? A.—Yes, 


Q.—The balance of the account 
amounting to $531.83 was ordered to 
be paid in cash? A.—Yes. 

Q.—Is that the same amount that 
is referred to in the ledger as a loan 
account? A.—Money advanced by 
me, I advanced $3,100 to the com- 
pany to organize and I assumed all 
the liability, and advanced the money 
until after this payment was made to 
me from stock selling. | 

Q.—You have an account opened 
up for the balance of the cash? A. 
= Ves. 

Q.—That is in the ledger at page 
396, and the account is kept in that 
way, Loan Account, 1902, January 
21st, By cash $531.83—that would re- 
present I suppose— A.—The differ- 
ence between the $2,500 I suppose. 

Q.—And this entry when the Com- 
mittee authorized that to be paid to 
you in cash— A.—I think so, it was 
after that time some time. 

Q.—This resolution is passed auth- 
orizing payment of that on the 17th 
September, 1902, that is the resolu- 


_ tion that authorizes the $2,500 to be 


credited on your stock and premium 
and this to be paid in cash, and yet 
this is entered as of January 21st, 
1902, but it was not authorized till 
September; can you tell me how that 
was? A.—lLet me see what you are 
reading from? 

Q.—I am reading from the minutes 
of September, 1902. The resolution 
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reads: ‘The Chairman reported that 
the Auditing Committee appointed 
by the previous meeting had audited 
Mr. Hoover’s accounts and had found 
Mr. Hoover had properly expended 
1 conection with the company $3,- 
031.83,’’ ete. (Reads balance of re- 
solution.) 


MR. HUNTER: The book-keeper 
seems to have dated it back to the 
date of the first transaction. 


WITNESS: Here are all the vouch- 
ers; that represnts every dollar (hat 
has been. expended on behalf of the 
company. 

MR. TILLEY: Q.—January 21st, 
1902: ‘‘Received from A. H. Hoover 
the sum of $3.67 in payment of tele- 
grams \o ‘newspapers incorporating 
the Sovereign Life Company of Can- 
ada, Parliamentary notice, etc., by 
Hunter & Hunter, Solicitors, BE. E. 
Skean, Operator’’—what you mean is 
that is the first item you paid out of 
your own pocket on account of this 
company? A.—yYes. 

Q.—And the total of that amounted 
to the sum shown in the resolution ? 
A.—Yes. 

Q.—And therefore when you came 
to enter this cash you dated it back 
to the time when you commenced to 
disburse, that is practically what it 
amounts to—you charge it up as of 
the date when the payments were 
commenced to be madeP A.—I ex- 
pect so. 

Q.—The cash was paid out to you 
apparently on August 13th, 1902? A. 
—That is right. 

Q.—The meeting at which the ac- 
count was referred to a Committee 
was apparently in June, and the meet- 
ing approving of the settlement as 


‘the Committee had settled it was in 


September, 1902, so that the payment 
would be in August apparently after 
the Committee had dealt with it; then 
it was reported to the Board and ap- 
proved? A.—Yes previously audited 
by the Provisional Board and after; 
wards audited by Edwards & Langley, 
and I have their certificate in my 
pocket. This perhaps might help you 
in reference to the disbursements up 
to that time. (Produces a bundle of 
papers). 

Q.—Anyway that is what the min- 
utes show as I have read them. Mr. 
Hunter asked me to ask you whether 
there was any profit in connection 
with these items in any shape or 
form? A.—No sir. 
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Q.—It was all out-of-pocket ex- 
penses ? A.—I advanced $38,100 to 
the company and donated my services 
for one year gratuitously. 

Q.—I notice at the meeting of the 
15th November, 1902, it was resolved 
that as soon as the 2,500 shares of the 
capital stock of the company are sub- 
scribed for that the premium on fur- 
ther sales be advanced to a premium 
of 33 1-3 per cent.? » A.—~Yes. 

Q.—Was that , resolution made 
known to the proposed shareholders ? 
A.—Yes. 

MR. HUNTER: That resolution 
was not carried out; it was a later 
resolution. 

MR. TILLEY: Q.—Was this re- 
solution embodied in your literature 
that was cireulated? A.—The re- 
solution was not, we simply printed 
a new price list, and began selling. 

Q.—Did you not before that in- 
struct your agents that a resolution 
had been passed advancing the price 
of stock, they had better get their 
friends in, was it not used for that 
purpose? A.—No. 

Q.—Why was the resolution passed 
on this date in anticipation in this 
way? A.—In organizing the company 
that was the programme laid down 
from the very commencement. As I 
told you in the first meeting of the 
Provisional Board of Directors I illus- 
trated my plans by a blackboard illus- 
tration, stating it was my purpose 
when so many thousand dollars of the 
stock had been subscribed for to ad- 
vance that stock to 33 1-3 per cent., 
and the last quarter of a million to 
fifty per cent., and we carried it out 
from start to finish without any varia- 
tions. 

Q.—On the 15th December, 1902, 
there was another meeting of the 
Provisional Directors, the last meeting 
of the Provisional Directors being on 
the 20th December, 1902. In the 
meeting of December 15th, 1902, there 
is this minute: ‘‘The question of 
contract with A. H. Hoover was taken 
up and discussed,’’ etc. (Reads min- 
ute to the words ‘‘next meetings’’.) 
That is the way their resolution reads 
now. Originally it read, ‘‘To draft 
a contract in accordance with Mr. 
Hoover’s requirements, and present 
same for further consideration,’’ and 
apparently it has been amended since 
to read, ‘‘In accordance with the 
basis discussed by Mr. Hoover’’—do 
vou know when that was amended? 
A.—It may have been amended at 
the last meeting. 
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Q.—Can you tell from memory 
when it was amended? A.—No. 


Q.—Some of your corrections I no- 
tice were made and _ initialed, but 
this does not seem to be by you? 
A.—The contract was fully under- 
stood by every member of the Pro- 
visional Board. 

Q.—I suppose it would have brought 
just the same contract into existence 
whether it said in accordance with 


Mr. Hoover’s requirements or in ac- 


cordance with the basis discussed with 
Mr. Hoover? <A.—It would have 
made no difference. 

Q.—Then there was one other meet- 
ing on the 20th December, and then 
the other Minute Book commences. 
The inaugural meeting of the com- 
pany was apparently held on the 
22nd December, 1902, at 11 o’clock 
a.m. I suppose that the notice of 
the meeting had been advertised and 
notice sent to the shareholders. It 
sets out the shareholders present, and 
‘this printed pamphlet you gave me 
indicates the way in which it was 
printed for distribution afterwards, a 
record of that first meeting? A.— 
A copy sent to each shareholder. 

Q.—Do you know whether this 
printed circular is an exact tran- 
script of the minutes as appearing in 
the books? A.—I think so, I think 
the Secretary copied it verbatim. 

—Mr. Tilley files pamphlet contain- 
ing proceedings of first meeting, 
which was marked as Exhibit’ 280. 

Q.—Mr. Hunter tells me there is 


“an exception, that this printed cir- 


cular which was sent to the share- 
holders does not contain your con- 
tract with the company which was in 
the mniutes?. A.—AIll right, I will 
correct my statement in that respect. 

Q.—That was the most important 
thing transacted at the meeting? A. 
—The most unimportant I thought. 

Q.—The names of the shareholders 
appearing in person are set out in 
the original Minute Book, and then 
a large number of shareholders are 
said to have been represented by 
proxv; who held the proxies for these 
shareholders? A.—The subscription 
list, the subscription blank for the 
stock carried with it the proxy to 
myself. 

Q.—Did you hold all the proxies? 
Ai—Yes,' sir. 

Q.—I will read a form of the ap- 
plication for stock. 

MR. HUNTER: He is hardly cor- 
rect in saying he had them all. 
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MR. TILLEY: I think there are 
one or two men that showed enough 
individuality to strike it out, but they 
are so few we will not bother looking 
them up. We will take the first form 
of application that was used and the 
application for shares reads in this 
way: I am reading now form certifi- 
cate number 34, I suppose that would 
be one of the earliest? 


MR. HUNTER: That would be 


share certificate number; yes. 


MR. -TILLEY: ‘‘To the Directors 
of the Sovereign Life Assurance Com- 
pany of Canada, 


‘I the undersigned do hereby sub- 
SEEDS Roly Wess: cies <s shares (or for 
such lesser number as may be allotted 
to me) of $100 each of the capital 
stock of the Sovereign Life Assur- 
ance Company at a premium of $25 
per share, and I covenant and agree 
with the said company to pay on 
allotment a call of 25 per cent. on 
each share of the stock subscribed by 
and allotted to me, including the 
premium thereon, and all other calls, 
if any, on the said shares and prem- 
ium aforesaid as the same may from 
time to time be made. And I here- 
by authorize you upon allotment to 
register me as the holder of the said 
shares, and to give me notice of such 
allotment by mail; and I hereby con- 
stitute and appoint Henry Hoover 
of the City of Toronto, in the County 
of York, Manager, my proxy to vote 
for me upon my said shares at all 
meetings of shareholders of the com- 
pany at which I am not personally 
present.”’ 


MR. LANGMUIR: What is the 
date of that? 


“MR. TILLEY: That particular 
certificate is dated 14th August, 1902. 
‘In witness whereof I have hereto set 
my hand and seal in the presence of’’ 
—I suppose usually it would be the 
name of the agent that got the sub- 
scription that would be there as wit- 
ness? There is a place for the appli- 
cant to sign, with his address and 
occupation below, and a seal opposite 
his name. Do you know why the seal 
was put there? A.—Because it was 
a legal requirement, I suppose. 

Q.—Had it anything to do with the 
proxy authorizing you to vote? A.— 
I do not think so. 

Q.—Was it considered whether that 
could be revoked if it was under 
seal A.—That is a legal question 
which was referred to my solicitor and 
he drew the proxy at my request: 
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MR. TILLEY: Q.—Under instruc- 
tions from you as to what was want- 


ed? A.—Yes. 


Q.—Or could he divine your wishes 
so well that he would be able to draw 
it without your instructions? A.— 
I do not think so, I thnk I instruct- 
ed him. 


Q.—You told him you wanted him 
to put in the application a clause 
that you should be proxy to vote for 
all these applicants? A.—Yes. 

Q.—And was the question of hav- 
ing it under seal discussed at that 
time as making it a little more bind- 
ing on him as to attending of meet- 
ings and voting? A.—I think that 
matter was discussed, everything was 
discussed most fully, every point. 

Q.—Everything would include this 
small matter of the voting? A.— 
Yes. 

Q.—Was it thought that appoint- 
ing you proxy under seal it was in- 
capable of being revoked? <A.—No, 
those proxies can be revoked any time 
by thirty days’ notice. 

Q.—The proxies of the shareholders 
can be revoked at any time—you say 
thirty days’ notice? A.—I thnk that 
is the legal requirement is it not; I 
understand they can be revoked at 
any time. 

MR. HUNTER: He means _ the 
proxy has to be filed within thirty 
days. 

MR. TILLEY: That comes up in 
the by-laws, we will not delay there. 
I think it is fair to say that other 
applications for shares while differing 
in the way the payment was to be 
made and the amount of the premium 
and so on, were all uniform with re- 
gard to the provisions as to you being 
their proxy? A.—I think so. 

Q.—And that they were all signed 
in this way except in one or two 
cases for a very small number of 
shares, probably you would be the 
proxy for all except ten or a dozen 
shares in the company? A.—I never 
counted them up. 

Q.—You would not need to count 
them up? A.—Most of them are made 
to me direct. 

Q.—Just to show the difference, I 
will read a clause at the end of the 
later proxy, ‘‘And I hereby authorize 
you to register me as the holder of 
the said shares and to give me no- 
tice of such registration by mail, and 
I hereby constitute and appoint Ad- 
dison Henry Hoover, Esquire, in the 
City of Toronto, County of York, 
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President of the company, my proxy 
to vote for me upon my said shares 
at all future meetings of the com- 
pany at which I am not personally 
present.’’ That seems to be practi- 
cally to the same effect. This is the 
new form. Here is another one, but 
the clause is the same. Why did you 
have that application worded in that 
way? A.—So that the shareholders 
could be represented at the annual 
meeting. 


Q.—Why did you not leave them 
to be represented by whomsoever they 
thought best to appoint later? A. 
—That would produce chaos, that 
would not do, all corporations must 
have some one to represent the share- 
holders. 

Q.—There must be some one? A.— 
Some one familiar with the concern 
in order to direct it intelligently. 

Q.—Did you think it would be in- 
advisable to have the other  share- 
holders appointing some person else 
as proxy? A.—At the time of the 
provisional Board and the selling of 
the shares we could not determine 
who would,go on after the organiza- 
tion meeting. 

Q.—Who would 
Board? A.—Yes, 
able to have— 

Q.—Why could not you determine 
that? A.—Because they never do, 
the applicants for a charter do not 
all go on; you know that as well as 
I do. We wanted some one to repre- 
sent the shareholders who were going 
to remain with the company, who 
were going to manage the company. 

Q.—It was important to have these 
people all represented at the inaug- 
ural meeting? A.—Yes. 

Q.—Because the permanent direc- 
tors were going to be appointed then? 
A.—Yes. 

Q.—And this scheme enabled them 
all to represent their views at the 
meeting? A.—yYes. 

Q.—So far as they were consistent 
with yours, that is right? A.—I do 
not know that I will say that. 

Q.—You were the proxy uniformly 
throughout ? A Sanrelt i) that iain 
placing their confidence in me I had 
a trust in hand which I carried out 
faithfully and fully in the interests 
of the institution as a whole. 

Q.—I suppose that you recognize 
the ease with which proxies could be 
got in the application for shares in 
thatuvay ri Ase don, bh ehink seo! 7 
think if you will go out and under- 
take it you won’t find it very easy. 


go on what, the 
nd it was desir- 
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Q.—Probably not to get them for 
myself, but in the ordinary way it is 
easier to get a proxy hitched on to 
an application where it is in the print- 
ed form, much easier than it is to get 
it afterwards by mail? -A.—I do not 
think so. 


Q.—Itisia onde you did not take 
the easiest method? A.—We had to 
have these votes in order to organ- 
ize the company. 


Q.—And to be sure of Mr. Hoover’s 
contract going through? A.—I won’t 
say that. 

Q.—Will you say that was not so? 
A.—That contract did not worry me 
any. The directors would have voted 
me a much larger salary than I re- 
ceived. 


Q.—They would have done anything 
you told them at that timer A.— 
I am quite sure the Board would. 

Q.—And if it did not it would 
have been good day to them all? A. 
—No, sir. 


- -Q.—Why not? A.—There never has 


been any friction. 

Q.—There never is very much fric- 
tion between a child and the parents, 
just temporary if there is any, and 
that is the same with this company, 
you had absolute control of it? A.— 
We will say yes, I will admit it if 
that is what you are fishing for I will 
say yes, absolute control. 

MR. KENT: You were the man be- 
hind the gun. 

MR. TILLEY: He was the gun, I 
think? A.—I am responsible for its 
success. 

Q. It is not necessary to read all 
these names because you would be the 
proxy in each’ case, but the total 
stock represented in person at the 
meeting was 839 shares of the capi- 
tal stock, that would include a large 
number of your own shares, do you 
remember how many? A.—I do not 
recollect, the books will show. I had 
enough to qualify me,- however. 

Q.—You had at that time 533 shares 
out of 839, and besides that you re- 
presented by proxy 1,019 shares of the 
capital stock. Having set out the 
persons that were present; ‘‘Mr. E. 
E. Sheppard called the meeting to 
order,’’ etc. (Reads minutes of meet- 
ing of December 22, 1902.) 

Q.—Do you know why that was 
left out of the notice? (As to con- 
firming the contract with the General 
Manager.) A.—I have no recollec- 
tion. 
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Q. It is rather surprising that 
when this concerned yourself, and you 
were going to vote for all these peo- 
ple you would not let them know that 
your contract was going to be con- 
sidered and adopted? A.—It might 
have been an afterthought. 

Q.—No, because we have already 
referred to the minutes where it is 
stated Mr. Hunter was to draw what- 
ever you required, or whatever had 
been discussed with you, so that was 
all under way. 

MR. HUNTER: There was a further 
minute intervening between that in 
which it was considered by the Pro- 
visional Board and referred to the 
general meeting for action. 

MR. TILLEY: Yes, that is so? A. 
—The contract was discussed with the 


Provisional Board and approved. Mr. 


Hunter was instructed to prepare 
the contract accordingly. 

MR. HUNTER: And that draft 
contract was again considered and re- 
ferred to the general meeting ? 

MR. TILLEY: Yes, it is at page 
47; extract from minute cf meeting 
of 20th December, 1902: ‘‘The  soli- 
citor reported the draft of the agree- 
ment with Mr. Hoover as Manager, 
providing for $2,500 per annum pay- 
able monthly and continuing commis- 
sion and renewal interest of $1 per 
thousand of insurance in force, agree- 
ment to be for 6 years, and ‘then sub- 
ject to be terminated after notice by 
resolution of the annual general meet- 
ing, and upon such termination com- 
mission and renewal interest to be 
payable only on business undertaken 
while Mr. Hoover was manager; Mr. 
Hoover to give bond and to conform 
to the-by-laws and direction of the 
Board and Executive Committee. The 
said draft was approved and it was 
resolved to ask tthe general meeting 
for confirmation of the said agree- 
ment.’? So that that minute, which 
was passed on the 20th December, 
specifically referred this matter to 
the general meeting of the sharehold- 
ers to be held on the 22nd. This min- 
ute is on the 20th, so that the notice 
had been sent out before that, had 
not it? A.—I won’t be sure. 


Q.—The notice is dated 9th Decem- 


ber, but that would be after the re- 
solution which referred the contract 
to Mr. Hunter to be prepared. Well, 
I will go on with the notice: ‘‘Notice 
signed by John T. Hornibrook,”’’ etc. 
(Reads minute.) Did you arrange as 
to the portion to be extracted from 
this report when you were professing 
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to copy the report? A.—That is 
simply an error of the accountant in 
copying it. 

Q.—He just happened to leave that 
out? A.—He happened to leave out 
one word or so. Please mark so that 
that can be written in. 

Q.—I certainly will? A.—The 
omission is only a word or two. 

MR. HUNTER: There is a para- 
graph. He is thinking of ‘‘by this 
means.’’ There is a whole paragraph 
left out as to the details of your con- 
tract. 

ME PILE Y 2 Ye This) is lett vous, 
after the ‘paragraph of the report 
ending with the words ‘‘The business 
of the Sovereign Life on lines both 
safe and attractive.’’ Then comes 
this portion that is left out: ‘‘Your 
Provisional Directors carefully con- 
sidered the question of contract to be 
made between the company and _ its 
manager and came to the conclusion 
that the best interests of the company 
would be conserved by basing the re- 
muneration upon the future success 
of the company, and therefore have 
arranged a contract with Mr. Hoover 
at a salary of $2,500 per annum, and 
also a commission and renewal interest 
of $1 per each $1,000 of insurance in 
force at the end of each year, the said 
commission or’ renewal interest to 
continue without termination and to 
be payable annually to Mr.. Hoover, 
his executors, administrators or as- 
signs so long as the said insurance 
remains in force. By this means’’— 
and then the portion left out stops, 
and it runs into the report where it 
commences with, ‘‘Your Provisional 
Board of Directors,’’? etc. (Continues 
reading.) Then this also is left out 
after ‘‘for his best energies on its 
behalf,’’? ‘‘Your Provisional Board sub- 
mit herewith the draft of the agree- 
ment with the manager containing 
the above provisions and recommend 
its confirmation’’—was that a slip 
tooP A.—I presume so. I have no 
recollection now; there is nothing in- 
tentiona] about the matter, it was 
open and above board. 


MR. LANGMUIR: Is that which 


‘you read just now not given? 


MR. TILLEY: No. (Continues 
reading from minute.) The rental of 
$1,000 in the minutes of the Board ap- 
pears in the printed report as a 
rental of $1,200 per annum. What 
rent, do you pay there? A.—We pay 
the same rent, $100 a month. 
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Q.—The company pays $100 a 
month? A.—Yes. 

Q.—How is it that it is $1,000 men- 
tioned here? A.—We started in at 
a thousand I think, and we had some 
additional vault room or something 
of that kind. 

Q.—Does any person remember the 
detail of itP 

MR. ALLEN: I think it was §1,- 
200, if that is $1,000 there it is a mis- 
take. 

MR. TILLEY: (Continues reading 
minute). Then the actuary’s report is 
set out, and while I do not like to 
take up too much time reading these, 
I think these are all very important, 
and probably you can get them quicker 
by my reading them than in any 
other way. Is that included in the 
pamphlet? A.—No. 

Actuary’s report to be copied and 
filed as Exhibit 281. 

Mr. Tilley reads Actuary’s report. 

Q.—The O.M. table mentioned there 
is a little more stringent? A.—It 
covers a larger number of observa- 
tions, later data, brought down to the 
present time. 

Q.—Does it require a higher or 
lower reserve to be obtained? A.—It 
just depends on the rate of interest. 

Q.—Taking the same rate as the 
Hm. table? 

MR. GOULD: <A.—In this O.M. 
table you can hardly say that the re- 
serve is higher or lower. it will de- 
pend particularly upon the age; the 
mortality experience in the early ages 
as represented by the O.M. table is 
more favorable to the insured, and 
later years it is more stringent, so 
that that would require in the earlier 
years of the policy a higher reserve. 

Q.—But the idea is von must put 
up the reserve for this deferred mor- 
talitv which will come in later? 

MR. GOULD: Yes. 

Q.—In the earlier stages you are 
not paving it out in death claims so 
that you must keep it there as a re- 
serve for future claims? 


MR. GOULD: Yes. 


Mr. Tilley continues reading from 


actuary’s report: 

Q.—Then the report of the auditor 
follows. I will put in a copy of the 
by-laws, and it should be noted that 
number 8, under the heading of 
‘Duties of Officers should be amended 
by adding to section 5 as conied the 


following. ‘“‘The manager shall receive’ 


a salary of $2,500 per annum, and also 
a commission or renewal interest of 
$1 per each $1,000 of insurance in 
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force at the end of each year, the said 
commission or renewal interest to be 
payable annually to the said manager, 
his executors, administrators or as- 
signs as long as , the said insurance 
remains in force.’ 


—Copy of by-laws filed as Exhibit 
82 


Q.—I wil] not read the whole of the 
by-laws, but I will refer to the ones 
I think should be mentioned. By-law 
number 2 governs the annual general 
meeting of the company. It shal] be 
held on the 8rd of February in each 
year beginning after 1904 at the hour 
of 11 in the forenoon for the recep- 
tion of the annual report and the 
statement of the affairs of the com- 
pany and for election of directors, 
and for all other business—is any no- 
tice necessary to call that? A.—The 
annual meeting, we give thirty days’ 
notice. 

Q. There is nothing in your by-law 
governing that? A. —I think So. 

MR. HUNTER: It is only in the 
case of special meetings, the date of 
the annua] meeting is fixed. 

MR. TILLEY: ‘‘Special general 
meetings of the shareholders and di- 
rectors’ (reads by-law down to the 
words ‘‘requisitionists’’). 

Q.—Mr. Hunter asked me to bring 
out the fact that although the by- 
law does not require notice to be sent 
to the shareholders of the annual 
meeting that you have sent out 
thirty days’ notice of the annual 
meeting? A.—We always have fol- 
lowed that rule. 

Q.—Sent it to the participating 
policyholders as well? A.—We have 
always published notice in the news- 
papers and have always circularized 
the policyholders and shareholders by 
mail. 

Q.—I wish you would let me have 
one of the notices, take one of the 
last annual meeting? A.—Very well. 
There is one filed. 


Q.—By-law number 3 governs the 
proceedings at meetings and under 
section 3 that by-law, ‘‘Every instru- 
ment of proxy shareholders for gen- 
eral or special meeting shall as nearly 
as circumstances admit be in the fol- 
idwing form or following effect: 
(Reads.) That proxy to be signed by 
a shareholder does not contain any 
nrovision preventine it coming into 
full force and effect the minute the 
shareholder wants to cancel it? A.— 
You are reading the policyholders 
there ? 
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Q.—No, the shareholders; now we 
come to the _ policyholders’; ‘‘The 
Sovereign Life Assurance Company of 
Canada’ (reads from_ policyholders’ 
proxy) that means delivered to Mr. 
Hoover, does it not? <A.—Or the 
Manager. 

Q.—I am taking it for the pre- 
sent? A.—True. 

Q.—Tell me why a clause was in- 
serted there that the policyholders’ 
proxy should not come to an end im- 
mediately ; supposing he said, ‘‘I don’t 
want Mr. Hoover or any person else 
to act for me any longer,’’ why could 
not he cancel it at once? A.—With- 
out giving thirty days’ notice. 

Q.—Yes, why should you .act for 
me if I am a policyholder a day 
longer than I wanted you to? A.— 
The object of that is to have the 
affairs in order at the annual meet- 
ing to prevent confusion, to prevent 
stampede or anything of that kind, 
in the interest of some disaffected 
person who might come in on the 
morning of the annua] meeting and 
create a disturbance; if they are filed 
thirty days in advance they can all 
be tabulated. 

Q.—This does not say a word about 
filing? A.—It does if you read on. 

Q.—No; this part says it shall stay 
in effect thirty days after notice has 
been given terminating it, and in the 
meantime you can call a special meet- 
ing and do anything you want to, vot- 
ing on these proxies; what is the 
reason for such an absurd provision 
in your own favor? A.—It is quite 
necessary sometimes. 

Q.—In case of stampede? A.—That 
is a standard form. 

Q.—I. never saw such a form be- 
fore? A.—Have you looked into all 
forms, ..) +, 

Q.—I have never seen such a pro- 
vision as that in any proxy before? 
A.—It is quite proper. 

Q.—Was that put at your request? 
A.—No. I think we adopted the by- 
laws of some other company. 

Q.—If you could give me any pre- 
cedent for that, except possibly some 
other company you have been in, I 
would like to have it; did Mr. Hun- 
ter draw these by-laws? A.—No. 

MR. HUNTER: Yes? A.—He drew 
part of them and I drew part of them, 
perhaps I drew that particular para- 
graph. 

MR. TILLEY: You do not know 
whether you did or not? A.—I will 
take the responsibility. 

Q.—You have to take the responsi- 
bility for it, I was simply asking. you 
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whether you knew whether you drew 
it or not? A.—It is quite probable 
I did; I will assume full responsi- 
bility for every transaction. 

Q.—It reads this way: ‘‘Sharehold- 
ers or policyholders,’ etc. (Reads 
clause.) So that no agent or Pro- 
vincial Manager could come to the 
meeting and vote for policyholders? 
A.—No. 

Q.—What is the reason of that? 
A.—To prevent stampede, to prevent 
trouble the other companies have ex- 
perienced in the years gone by. 

Q.—Would not it be better to wipe 
out the power to vote entirely rather 
than to hedge it around by so many 
conditions in favor of the person: who 
has the proxy? A.—An agent can go 
around and get proxies and come in 
at the annual meeting and kick up 
quite a disturbance if some of his 


’ friends are not elected to the Board. 


Q.—That is what has been said by 
some of the others, that the agent 
who is in personal touch with the 
assured— A.—The agent controls the 
business. 

Q.—An agent can get proxies and 
hand them over to any person else, 
ut he cannot use them himself? A. 
—In our company. 

Q.—And I suppose the agent is the 
best man to get proxies? A.—We do 
not require it in this company. 
Q.—The agent is the best man to 
get proxies? A.—I presume I could 
say yes. If I wanted to get proxies 
and it was necessary to get proxies I 
think the agent could get them. 

Q.—And the man that can get them 
from the agent is one that can do 
the agent the most favor I suppose? 
A.—I do not know, I won’t say that. 


Q.—Who fixes the salary for agents 
in your company, or the commissions? 
A.—That is a matter for the Board. 


Q.—I have not seen any reference 
to it in the Board minutes? A.—I 
think by resolution they gave me that 
authority. ; 

Q.—You have the authority? A.— 
Yes; the contracts are first made 
with the agent and then approved by 
the Board. 

Q.—Where is the record of the ap- 
proval P A.—You will find one or 
two of our prominent conéracts are 
approved. 

Q.—But we have it here in other 
companies that periodically contracts 
with agents come up for confirmation 
by the directors, do you observe that 
rule or do you not? A.—Not where 
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I have a_ specific instruction and 
authority to employ them. - 

Q.—In this case you had the speci- 
fic power and authority to fix the 
agent’s remuneration, have you not? 
A.—We will say yes, certainly. 

It depends on the kind of contract 
you. are making with me. 

Q.—To work as agent of the com- 
pany, solicit policies? A.—We will 
say at $100 a month. 

Q.—Raise him up a little if you 
think he deserves it, that is all in 
your hands? A.—Quite proper. 

Q.—Or put him down if he does not 
deserve it? A.~Yes, I have the re- 
putation of doing that, and some of 
my agents do not like it. 

Q.—That is the power that is put 
in you by the directors? A.—The 
making of contracts is left as a matter 
of course with the director, he is the 
man behind the gun, he is the man 
directing the institution, he is the 
man who makes it a success or a fail- 
ure, he is the man who should have 
that authority and no one else. 

Q.—Is that all? A.—Subject to 
approval of the Board: of Directors. 

Q.—He decides what should be done 
—your directors have placed that 
power in you? A.—There is a by- 
law there if you will read that. 


Q.—It shows that? A.—Yes, I 
think so. 

Q.—It is quite in your power if 
agents do not supply you with proxies, 
if you want them, for you to alter the 
terms of their agreement ?* A.—No 
sir. 

Q.—Why not? A.—Because I would 
not do it. 

Q.—It is in your power I am ask- 
ing you? A.—That power would not 
be abused in my hands. 


Q.—I am talking, of the power there? 
A.—It might be in the hands of an 
unscrupulous man, it is possible for 
a man to do anything, you can go 
out and commit a murder if you want 
to, we cannot prevent you. 

Q.—I am asking you if that power 
is not reposed in you by the by-laws 
of your company? A.—No, not to 
do a deed like that. 

Q.—Why not? A.—Because I have 
got too much honor to do it. 

Q.—That is the only restriction on 
you, is your honor? A.—I stand 
quite a percentage on that point in 
my career. 

Q.—That is the restriction, is it 
not? A.—You cannot restrict a man 
from doing anything, no matter what 
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it is, unless you chain him up in peni- 
tentiary. 

Q.—You cannot oe ei a man from 
doing what he has specially committed 
to him by the by-laws, that is what I 
am asking youP A.—We are not go- 
ing to commit a crime, we are not go- 
ing to do anything against the inter- 
ests of this corporation. 

Q.—We will try and get a Pros 
view of the whole thing when we get 
to the end of the by-laws.. Bylaw 
number 4, sub-section 2 is (reads). A. 
—I am glad you asked that question. 
- Q.—I have not asked you any yet? 
A.—I will explain it; the object is to 
enable the names of all the sharehold- 
ers nominated for directors to be in- 
cluded in the individual notice sent 
to the shareholders and policyholders, 
if there is to be a contest, to enable 
them to vote intelligently either in 
person or by proxy. That is the sole 
object. 

Q.—We have it there for what it 
is worth. (Reads sub-section 4 of by- 
law 4). That was a clause put in I 
suppose to allow the Board to increase 
the Board of Directors if it thought 
it desirable at any time, not over a 
certain number of directors? A.— 
That is all. 

Q.—For instance, if some prominent 
persons took stock in the company and 
you wanted to put them on as direct- 
ors you would have power under this 
provided you had not already filled up 
all the vacancies? A.—Yes. 

Q.—‘‘Each director’ shall be paid 
out of the funds of the company,’’ 
etc.—what ate has been fixed be re- 
solution? A.—$5 per meeting, and 
the travelling expenses of the direct- 
ors out of town. 

Q.—Local Boards are appointed; is 
there any arrangement whereby mem- 
bers of local Boards or any of your 
Boards get a percentage on the busi- 
ness written in their districts? A.— 
Yes. 

Q.—Where is that? 
localities. 

Q.—Where is it shown, where is the 
arrangement set out? A.—In open- 
ing up districts— 

Q.—In your books where is the ar- 
rangement, where is the by-law gov- 
erning it, or the resolution? A.— 
You will find it there in the by-laws, 
in by-law 5 you will find, number 8. 

Q.—That is what I was referring to, 
and I was asking you whether under 
that by-law. the directors had arrang- 
ed that Local Boards should get a per- 


A.—Several 
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centage of business written in their 
districts? A.—Yes, the first year 
only though. 

Q.—Where is that shown? 

MR. GOULD: I think you are mis- 
understanding Mr. Tilley’s question; 
you had no Local Board of sharehold- 
ers? A.—Shareholders, no. 

MR. TILLEY: Have you Local 
Boards of policyholders? A.—Yes, 
that. is what I thought you were driv- 
ing at, 

Q.—Where are thé provisions re- 
lating to Local Boards of policyhold- 
ers? A.—You: have it there in the 
minutes. 

Q.—Do you know where it is Mr. 
Allen ?. 

MR. ALLEN: No, but it is in the 
minutes. 

MR. TILLEY: Then you will look 
that up? A.—TI can tell you all about 
it if you give me a chance. 

Q.—Very well? A.—We find it con- 
venient to interest prominent influen- 
tial men in this company, as all: other 
life insurance companies do in their 
inception and we have arranged with 
parties throughout several provinces 
to act as Provincial Directors of this 
company in return for their influence 
and co-operation in establishing the 
company’s business, we have arranged 
to give them a commission of 10 per 
cent. on the first year’s premiums only 
upon the business written in their re- 
spective localities. That commission 
is discontinued the second year and 
following years. It applies only to 
the first year. We find that has work- 
ed very advantageously, and in all 
cases we had charged it against. the 
agent in that district, it does not 
come out of. the company, it comes 
out of the agent’s contract, that is a 
charge against. the agent’s commis- 
sions. In all cases these men have 
paid the first year’s premium for their 
insurance and there has been no re- 
bating among them. As a result the 
company has secured the first year’s 
premium. We have got business at 
about in some cases 25 per cent. in- 
stead of giving it away, cutting and 
slashing as the other companies have 
testified here. 

Q.—How many ‘Provinces have you 
these Boards in? A.—We have Pro- 
vincial Boards in New Brunswick, 
Nova Scotia— 

Q.—How many in New Brunswick? 
A.—There is only one, a number of 
individuals. 

Q.—How many on the Board?,. A.— 
T think we have twenty perhaps in 
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New Brunswick and about fifteen in 
Nova Scotia. 

Q.—Tell me how many? A.—I would 
have to take time. It is a straight- 


forward transaction from start to 


finish, and it works— 

—Mr. Gould answers the questions 
until a change is indicated. 

Q.—How many of those Boards are 
there? A.—One in New Brunswick, 
one in Nova Scotia, one in Prince 
Edward Island, and there is one in 
Manitoba. 

Q.—Any in Ontario? A.—There are 
several in Ontario, none in Quebec. 

Q.—How many in Ontario? A.—I 
would say perhaps a dozen. 

Q.—Where? A.—In the different 
counties. 

_ Q.—Tell me the Counties? AGE 
Peterboro, Durham, Essex, Middlesex, 
Northumberland and I think— 

WITNESS: I wish we had Boards 
in every County. 

MR. GOULD: Victoria and Hali- 
burton are combined together as a 
Board. 

Q.—Tell me where do you find the 
arrangement with these Boards when 
you want to find out what they are 
entitled to? A.—Mr. Hoover made ar- 
rangements with these men entirely. 

Q.—Is it in writing? 

—Mr. Hoover answers the ques- 
tions unti] a change is indicated. 


A.—Certainly; you have it among 
the correspondence and so forth we 
have filed with you; if you have not 
I will send and get one in five min- 
utes. 

Q.—You have not seen it at all? A. 
—I will tell you all about it. 

Q.—I wish you would send and get 
it? A.—vVery well. 

Q.—What is the method adopted, 
do you communicate with certain per- 
sons in a new district and say\ that 
if you insure we will put you on 
the Board, was that the idea, you 
selecting the men beforehand as_be- 
ing representative men? A.—I sup- 
pose that is true; I will canvass you 
now to illustrate this point. I would 
say, ‘‘Now, Mr. Tilley, I have the 
pleasure of meeting you and saying to 
you that we are organizing a Pro- 
vincial Board of Directors in Ontario, 
and you have been recommended to us 
as an influential man in your local- 
ibys = 

Q.—That sounds right so fare A= 
No, ‘‘We desire to add you to our 
Provincial Board. The consideration 
will be that you will take a $5,000 
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policy in this company and pay the 
urst year’s premium in cash. You 
further promise to send the premiums 
down to the head office annually so 
that it won’t cost us anything to col- 
lect them. In return for that $5,000 
policy we will make you a member 
of our Provincial Board of Directors 
and you will be entitled to receive 10 
per cent. of commission upon each 
new policy written in your district 
for a period of ten years, the first 
year’s premium only.”’ 

MR. GOULD: Q.—There is a mis- 
take there, a share? A.—A pro rata 
rate, some man might have $10,000, 
in which case he would be entitled 
to twice as much as you. 

MR. TILLEY: Q.—Supposing there 
are ten or fifteen men on this Com- 
mittee, this 10 per cent. is divided 
amongst them, and when it is divided 
it is divided pro rata in accordance 
with the amount of the insurance they 
took? A.—Yes. 

Q.—That accounts for the resolution 
that appears in the minutes at sev- 
eral places saying that the actuary 
shall make up what is due to the Pro- 
‘vineal Board? A.—That is quite cor- 
rect. 

Q.—That is the only reference to 
it? A.—We issue a policy, and a con- 
tract under seal with the company to 
that effect and send it to each man. 

Q.—That is in a particular policy? 
A.—That is a special contract outside 
of their policies. 

Q.—I would like to be supplied with 
one of those? A.—TI will give you 
one. I may say it has worked out 
very beneficially to the company and 
satisfactory to the insured. 

Q.—That 10 per cent. is taken from 
the agent? A.—Yes, I only regret 
we had not a larger Board. 

MR. KENT: Q.—This is a rebate 
really? A.—It is not a rebate, be- 
cause the agent assumes it, it is 
charged against the agent. 

Q.—The agent says ‘‘I have to pay 
this 10 per cent., or rather you keep 
it from me or charge it up to me’’? 
A.—But the agent can write two poli- 
cies under that proposition when he 
perhaps could not write one in the 
other one. 

Q.—He looks at it instead of get- 
ting 50 per cent. on the first prem- 
ium he must get 60 per cent.? A. 
—It does not cost the company the 
first year over 25 per cent., and that 
-is what enables us to make such finan- 
cial showing in getting our business 
and why it has stayed so tenaciously 
on our books; it is not the amount 
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of business we write but the amount 
we keep good on the books and the 
cost of getting it. There is not a 
thng in that but will stand pub- 
licity. 

MR. TILLEY: Q.—It is a pity you 
did not let it stand publicity? A.— 
You will not find any crooked work 
in connection with this institution. 


Q.—The Committee of the Board: 
President, First, Second and Third 
Vice-Presidents are to be members, 
the seven directors are to form the 
Executive? A.—Another good thing, 
you should follow it up while you are 
right at it, is, that the Finance Com- 
mittee, at their meetings, those min- 
utes are read at the Executive meet- 
ings and adopted and amended as the 
case may be, and read again to the 
Executive and Quarterly Board meet- 
ings so that every Director of the 
company attending the quarterly 
meeting has read in his presence the 
Finance Committee’s minutes, the 
Executive Committee and every meet- 
ing of the Committee. 


Q.—The way it stands now it does 
not make any difference whether those 
Directors approve or disapprove? A. 
—Why? 

Q.—Because you have everything 
entirely in your own hands? A.— 
That is the way it should be. 

Q.—I do not see any virtue of 
reading it to’ these men? . A.—TI 
thought you were trying to earn your 
fees. There is really nothing in this, 
not a thing. ele: 

Q.—This by-law 6, sub-section 6, 
provides the minutes and the proceed- 
ings of the Executive Committee shall 
be copied in a book to be provided 
for that purpose, which shall always 
be open for the inspection of any 
Director? A.—That is right. 

Q.—Was it necessary to provide that 


do you think? A.—Yes. 


Q.—Do you think a director would 
not have the right to walk in and 
see any books anyway? A.-—This 
would make it plain so that he does 
not fear at all asking for it. 

Q.—Have you made it equally plain 
that any director can walk in and de- 
mand a list of policyholders in the 
a hayes A.—Yes, you can have a 
ist. 

Q.—Is that set out any place as to 
the right of that? A.—No. 

Q.—There has never been any appli- 
cation for it? A.—No, it would only 
create a little suspicion that perhaps 
you were a designing man, the same 
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suspicion that would be created if 
you came to the office for a policy. 

Q.—I suppose any person who makes 
a personal application for a policy is 
treated with suspicion that he knows 
he will be able to reap the benefit of 
the policy, or hig executors or ad- 
ministrators will be able to reap the 
benefit of it very soon, in other words 
he knows he is in ill-health? A.— 
I have been in the business for 26 
years and only one man ever entered 
the doors with that request. 

Q.—Did he get a policy? A.—He 
got one on his wife and was after- 
wards arrested for murdering her, 
tried twice here in the city and finally 
let go, the jury failed to convict. 

Q.—The by-law as to the Managers 
position we will not deal with again, 
because it is all set out in the 
agreement, which is more complete. 
Then after the by-laws this agreement 
is set out with Mr. Hoover, ‘‘Agree- 
ment to be entered into by the Com- 
pany with Mr. Hoover as Manager 
submitted by the Provisional Board’’ 
as part of its report was then read as 
follows: ‘‘Memorandum of Agree- 
ment,’’ etc. (Reads agreement, a copy 
of which is to filed as exhibit 283). 

Q.—The bond has been supplied and 
the compay has paid the premium? A. 
—Yes, annually. 

Q.—(Concludes reading the agree- 
ment)? A.—A good contract for the 
Company. 

Q.—You being the Company: it was 
moved by Mr. Hornibrook, etc. (Reads) 
that covers the work done at the in- 
augural meeting of the Company A. 
—Yes. 

Q.—Considering the Provisional Di- 
rectors report, considering the Actu- 
aries report, considering your con- 
tract, approving the contract and ap- 
proving of the appointment of audi- 
tors and directors; the agreement was 
drawn by Mr. Hunter? A.—Yes. 

Q.—He was the solicitor for the 
Company? A.—He was instructed at 
that time, he was the Company’s soli- 
citor; he was instructed by the Pro- 
visional Board to draw that contract. 

Q.—He was the Company’s solici- 
tor? A.—Yes. 

Q.—Had he been your solicitor be- 
fore? A.—The Company’s solicitor, 
the Company paid him the fee. 

Q.—Before he was the Company’s 
solicitor, was he your solicitor? A.— 
Only in talking with him about the 
organization of the Company. Do 
you want me to tell you what he said ? 

Q.—If I do I will ask you. 


Sovereign Life, 
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JUDGE MacTAVISH: Q.—Did you 
have a solicitor representing you in 
these negotiations as to the terms of 
this agreement? A.—No, sir; the 
agreement is my handiwork. 

MR. TILLEY: Q.—It was merely 
put in shape by Mr. Hunter? A. 
—I told him what I wanted and he 
drafted it and after trying two or 
thtee times he drafted it as IJ wanted 
it. 

Q.—I suppose it would take two or 
three efforts to finally get it into this 
shape? A.—It got in that shape and 
was adopted unanimously at the share- 
holders meeting. 

Q.—Sure; everything was unaimous 
here. Tell me why you saddled the 
Company with an agreement extend- 
ing throughout your life or as long 
as you wanted to keep it, unless it 
is terminated by a six months’ notice, 
and that can only be done at the end 
of six months and the notice must 
end at an annual meeting? A.—I do 
not like the word saddled because it 
is not the case. 

Q.—I like it? A.—I will explain. 
In’ organizing this Company I fore- 
saw the task in front of me, and when 
I consulted my solicitor he told me 
I would lose my little home if I went 
into this business, that there had been 
two or three Companies attempted to 
be formed and had failed to get or- 
ganized, one man had committed sui- 
cide, and that was the condition of 
life insurance when I started the or- 
ganization of this institution. He ad- 
vised me strongly against it. I told 
him I could see daylight through this 
proposition from,start to finish and 
that I could organize a Company, one 
of the best in this country, and I want- 
ed him to draft the articles of incor- 
poration which he did. I advanced 
$3,100 of my money, paying all the 
expenses, assuming all the responsi- 
bility before there was ever a dollar 
paid into the funds of the Company. 
Not only that, but I worked a whole 
year and gave my services to the Com- 
pany gratuitously. Instead of taking 
a salary from the Company, which I 
could have done, because I had been 
earning prior to my attempting to 
organize this Company between $5,000 
and $6,000 a year and could have got 
it from this Company instead of doing 
that, I knew that the Company could 
not be organized and pay excessive 
salaries, that my services must be paid 
for later on, and instead of bleeding 
the Company, taking a large sum of 
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money which they could not afford to 
pay caus 

Q.—At once? A.—I worked for one 
half what my ‘services were worth, 
took the risk and assumed the respon- 
sibility. For the first three years: I 
worked sixteen’ hours a day establish- 
ing this company, and I think it stands 
to-day in a financial position that no 
other Company, save one, has ever 
reached among the last ten or twelve 
Companies organized. I plead justi- 
fication to everything that has been 
done. I knew to do this that I might 
break down; my only thought was to 
save something for my family. 

MR. LANGMUIR: Q.—yYou § say 
that this contract or agreement was a 
good one for the Company? A.—Yes, 
they can well afford to pay it. 

Q.—Will you tell me why such pains 
were taken to keep it secret from the 
shareholders and the policyholders and 
this Commission? A.—There has been 
no attempt. It is spread wide open 
on the minutes and if there is any 
attempt I am not to blame for it. 
It has been against my wishes, there 
is no concealment in this institution, 
you can turn the limelight of pub- 
licity on it from start to finish. 

MR. KENT: Q.—If the _ policy- 
holders and public generally had 
access to the books and the minutes, 
we would understand the explana- 
tion?| A.—It is ithe best contract 
that can possibly be made with an 
Insurance Manager, it is the best 
contract that can be made with an 
agent. I state that here without 
fear of successful contradiction. 

MR. LANGMUIR: Q.—A _ good 
thing should always be made public? 
A.—An agent employed on a paltry 
ten or fifteen dollars a week salary 
with nothing to work for you can- 
not bring out the best efforts of that 
man; you have to put something in 
front of that man to bring out his 
latent powers, to produce something, 
and what this country wants is men 
who can produce something; we have 
got all the absorbers we want; we want 
producers. 


MR. TILLEY: Q.—yYou certainly 
produced something in this contract? 
A.—The best contract for an agent 
is the contract he can work for, and 
give the agent something to hold him 
up and then give him something to 
work for in future—the man _ who 
works for his stipend from year to 
year is a remittance man and he is 
not worth his salt. 
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Q.—But he ought to have his con- 
tracts made so that the pay goes on 
to his heirs, executors, administrat- 
org and assigns, so long as any person 
that comes into his Company lives, 
that is what your contract amounts 
to—any policyholder that takes a 
policy while you are Manager you 
get One dollar on every thousand 
dollars from that. man so long as he 
lives, whether you die in the mean- 
time, cease to be an agent or any- 
thing .else happens, whether you re- 
sign or whether you are discharged? 
A.—It_is only a fair equivalent for 
the services performed. Supposing I 
had failed to establish this Company 


Q.—You are afraid that the pol- 
icyholders and shareholders of this 
Company. would not have the same 
idea of your services as you did? A. 
—No sir, I am going to submit a 


_ copy of that— 


Q.—Tell me how the policyholders 
and shareholders can get rid of you? 
A.—The contract is only made for 6 
years. 

Q.—No, the contract is good for- 
ever but it can be terminated at the 
end of six years? A.—Yes, it can be 
terminated at any annual meeting. 
I will say this, if there is any consid- 
erable number of shareholders or pol- 
icyholders of this Company want this 
contract terminated, ‘I will termin- 
ate it in 24 hours. 

Q.—Don’t say such an idle thing 
as that, after you have gone to all 
this trouble to get that contract in 
shape? A.—There is no reason now, 
my services are worth $10,000 a year 
and I can get it. 

Q.—If the shareholders want to 
set rid of you they must wait in the 
first place for the six years? A.— 
Six, three years of which have gone 
by. 

Q.—They must wait for another 
year after the sixth year, because 
they must give you six months notice? 
A.—We will admit that. 


Q.—Then before that can come into 
effect they must give you six months 
notice that at the next annual meet- 
ing they are going to pass a resolu- 
tion? A.—Yes. 

Q.—They cannot pass a resolution 
to dismiss you themselves, the Di- 
recters cannot? A.—No. 

Q.--You must get six months 
notice of that? A.—Yes. 

Q..-You have provided that you 
shall have access to the policy regis- 
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ters at all times whether you are 
in the Company or out of the Com- 
pany? A.—Exactly. 

Q.—And what peliey Holders have 
votes? <A.—Yes. 

Q.—And you have the agents all 
under your control? A.—No, I do 
not. 

Q.—Do you mean to tell me that 
you believe that the shareholders and 
policyholders. of this Company can 
ever dismiss you? A.—Yes sir, they 
can dismiss me by any considerable 
number desiring it. 

Q.—I think you will be the most 
surprised man in Toronto if they 
can? A.—You think so? 

Q.—Yes? A.-—I think it is a, good 
contract for the Company and quite a 
proper one for six years. 

JUDGE MacTAVISH: Q.—In re- 
ference to policyholders taking part 
in the business of the meetings of 
your Company—were you going to 
leave that, Mr. Tilley? 

MR. TILLEY: I was going to 
bring in another contract of the same 
kind, but I would rather your Honor 
would go on with it. 

JUDGE. MaclAVISH: Q.—Have 
they taken a prominent part in the 
meetings of your Company? A.— 
They never do; they never do in 
stock corporations; they do in mutual 
Companies I believe. 

Q.—I am speaking of this particular 
Company, the Sovereign Life, your 
experience is the same as others ? 
A.—My experience is they do not. 

Q.—Have you taken any pains to 
obtain proxies from policyholders? 
A= No.) 

Q.—Do you hold any proxies from 
policyholders? A.—Yes sir. 

Q.—How did you get those? A.— 
30 days prior to the annual meeting 
we send out a notice by mail to the 
shareholders and policyholders. That 
has been filed here. We say to them, 
calling their attention to the date of 
the annual meeting, requesting them 
to be present, and we ask them in 
the event of their inability to attend 
to kindly fill up the proxies so that 
they can be represented. 

Q.—That notice is accompanied by 
a blank proxy? A.—yYes. I think 
out of 2,000 members there are about 
750 have returned proxies. 

Q.—Policyholders? A.—Yes—no, 
out of about 1,200 I think the num- 
ber is. The actuary says there are 
739 proxies filed out of $1,800,000 of 
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Q.—Can“you give us the number of 
participating policyholders ‘with poli- 
cies of over $1,000 in round figures? 
A.—This little pamphlet we have gives 
the amount of insurance. 

Q.—At all events 739 policyholders 
are represented at your annual meet- 
ing, and they take a very important 
part in the deliberations of the an- 
nual meeting through-their proxy I 
have no doubt, or do they? A.— 
We never have voted on proxies at 
the annual meetings. 

Q.—Who is the proxy? A.—We 
have never. issued proxies at the an- 
nual meeting. 

Q:—The question was, who is the 
proxy? A.—Myself, and in the event 
of my inability to attend, the Exe- 
cutive Committee of the Company— 
quite proper and correct. 

MRA = -TILUBY :;)..Q.—-Are. | those 
proxies in the form given in the by- 
law? A.—Yes, I think so. Did you 
desire to know the amount of parti- 
cipating and non-participating busi- 
ness ? 

JUDGE MacTAVISH: No, the 
number of policyholders with policies 
of over a thousand dollars, — 

MR. TILLEY: Q.—The Directors 
are the only persons that can give you 
the six months’ notice? A.—Yes. 

Q.—The policyholders and_ share- 
holders cannot act of their own mo- 
tion at a meeting? A.—If you put 
it that way we will say no. 

Q.—And policyholders attempting 
to revoke those proxies they have 
given to you, even after the policy- 
holder had changed his mind and did 
not want you to act, you could say 
to him “I am still going to act for 
30 days and do what I please with this 
proxy’? A.—Then we get right back 
on the murder theory. 

Q.—Almost: You can even call a 
special meeting of the shareholders? 
A.—I think I could. 

Q.—If the policyholders commence 
to revoke these proxies you could call 
a special meeting, hold a special meet- 
ing, vote against their wishes, all 
within the 30 days that their proxy 
remains in force for you, why they do 
not want you to act? A.—No, I could 
not. 

Q.—It would be only honor that 
would prevent you doing it would not 
it? A.—I believe there is a little 
old fashioned honesty in the land, and 
I think there is a goodly amount of 
it that trickles through the veins of 
the management of the Sovereign As- 
surance Company. 
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Q.—I am asking you, that is all 
that there would be to prevent you? 
A.—You cannot prevent a man from 
doing anything if he makes up his 
mind to de crooked. 

MR. KENT: Q.—What part of the 
meeting do you consider the most im- 
portant—it was stated just now you 
did not consider the question of your 
engagement as being of any import- 
ance whatever? A.—Not specially, be- 
cause the only thing I thought was I 
might break down in the work I had 
set out to do. 

Q.—I was wondering right along 
which part you considered the most 
important, will you just let me know? 
A.—In the organization of the Com- 
pany? 

Q.—Of all the transactions at the 
meeting of which those minutes have 
just been read, which do you consid- 
er the most important? A.—The most 
important was the organization of the 
Company, and then I had my whole 
heart set upon the successful opera- 
tion of that, and the contract was a 
side issue. 

MR. TILLEY: Now, Mr. Hoover, 
besides the Sovereign Life, you have 
other interests that you are carrying 
on? A.—I have an agent’s commis- 
sion contract, from another company, 
yes. 

Q.—From another life insurance 
company? A.—Yes. That was earned 
prior to this. 


‘Q.—And you have a large interest 


in a fire insurance company? A.— 
Yes. \ 
Q.—You are organizing one? A.— 


Yes. 


Q.—Called the Sovereign Fire In- 
surance Company? A.—Yes. 


Q.—Then you have some patent 
medicine affair? A.—Oh, that don’t 
amount to anything. I have a little 
money invested in something of that 
kind, 

Q.—You don’t give that any per- 
sonal attention? A.—Oh, that doesn’t 
require any of my time. 

Q.—But the fire insurance does? A. 
—A little of my time, yes. 

().—What stage is that company in? 
A.—That company has been success- 
fully, organized and now prosecuting 
business successfully. 

Q.—It has a_ license? 
Very successful, 

Q.—Are you the President of it? 
A.—Yes. 

Q.—Formed on the same lines as 
this, substantially? A.—No. 


A.—Yes. 
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Q.—Have you the control of that? 
A NO; 

Q.—In the same way that you have 
of this? | A.—Oh, control, I don’t 
know what you mean by that. There 
are no policyholders in that company. 


Q.—There are shareholders? A.— 
The shareholders control that company 
absolutely. I held the proxy vote 
at the organization meeting and hold 
it yet. 

Q.—Is the proxy built up on the 
aig principle as this? A.—Practi- 
eall 

Q.—Is the business of the Sovereign 
Fire carried on in the same place as 
the business of the Sovereign Life? 
A.—No. 

Q.—Different 
building. 

Q.—yYou are paid a salary in con- 
nection with your Sovereign Fire? 
A.—Yes. 

Q.— What salary is that? 
$1,200 for the first year. 


(.—What is the basis of it? A. 
—Thereafter ? 


Q.—Yes. A.—That is to be fixed 
by the directors. $1,200 was voted 
to me for the first twelve months and 
the balance arranged for at the expir- 
ation of the year. 


Q.—It has not been fixed yet? A. 
—=-NO, 


Q.—Does that require as much of 
your time as the Life Insurance? A. 
—Oh no, very little of my time, we 
have a general manager. 


Q.—You have a general manager for 
the Fire Insurance Department? A. 
—Yes. 


Q.—But there has been a good deal 
of work, I suppose, in organizing the 
company ? A.—Been some. Now, 
IT understand what you are coming at 
and I will tell you in advance, so as 
to save time. 


Q.—That is very good of you, and 
it will be the first time you have saved 
to-day? A.—In making the contract 
with the life company I did not sti- 
pulate to devote my whole time to the 
company. 

Q.—Where is the exception to that 
in the contract? A.—It isn’t there. 

Q.—Where is it if it is not there? 
A.—It was distinctly understood that 
I was not to do it. 


Q.—What was understood about 
that? A.—It was understood by the 
Roard when I made the contract, and 
there was no mention of it that I 
should devote my time exclusively. 


offices. The next 


A.— 


INSURANCE. 1481 


SESSIONAL PAPER No. 66 
47th day, June 26, 1906. 


Q.—There is nothing in this con- 
tract relating to that? A.—WNo sir, 
I reserved the right to organize an- 
other company if I want to, and I 
may do it, I expect to do so in the 
next six months. 

Q.—Another life insurance com- 
pany? A.—Not a life insurance. I 
only want one life insurance com- 
pany. 

Q.—You found the market a little 
better supplied than you anticipat- 
ed? Probably Mr. Hunter was nearer 
right than you thought? A.—A man 
organizing one life insurance company 
I think has done sufficient. 


MR. HUNTER: Mr. Hoover was 
able to get subscriptions to the whole 
of the capital stock. I thought that 
would be impossible at the outset? 
A.—There is nothing in that, Mr. Til- 
ley. 

Q.—Then you were agent for the 
Covenant Mutual for some time? A. 
—I used to be a soliciting agent for 
the Covenant Mutual and I placed, 
I think, about two million and a half 
of business on the books at the time 
that that company, through its fail- 
ure to become re-incorporated as an 
old line company, amalgamated with 
the North Western of Chicago and 
went out of business. That left us 
stranded over here because that con- 
cern had no license to do business 
here. The thing then to do was to 
take care of the business that I had 
placed upon the books and I did so 
by making a contract with the Home 
Life Company by which that company 
agreed to take the Covenant Mutual 
membership without a medical exam- 
ination, date the policies back to the 
ame when they joined the Covenant 
Mutual and pay a straight level pre- 
mium at that age. The reserve, the 
length of time the policy was in force, 
the reserve that would have accrued 
had they joined an old line company 
was to be computed and a note given 
for the amount and that was to be 
deducted. 


Q.—The Covenant Mutual business 
was done on an assessment plan? A. 
—-Their business was upon an assess- 
ment basis. 

Q.—So that the company had no 
reserve for its policyholders when they 
failed? A.—Not a dollar. It had 
a deposit with the Government. 

Q.—Of course, to get a license, but 
it had no sufficient reserve that the 


old line companies have now? It was 


a pure assessment? A.—Pure assess- 


ment. 
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Q.—So that these policyholders in 
that company could not get re-insured 
and have their reserve transferred to 
a new company? A.—wNo sir, they 
could not have got it from any com- 
pany on earth. My duty was to take 
care of that membership and I did so 
and as a result of placing the member- 
ship in that company without a medi- 
cal examination, the beneficiaries un- 
der those policies have received thous- 
ands of dollars. I took care of every- 
one of them. 

Q.—All due to your efforts? A,— 
Those who would not re-insure went 
up to the Government deposit, had 
their policies valued by the Depart- 
ment and the valuation of those as- 
sessment certificates ran from 30 cents 
a piece up; merely nothing. Those 
who transferred got a legal reserve 
policy and are enjoying it to-day, and 
for my services the Home Life con- 
tracted to give me 7} per cent. of the 
agent’s renewal. 

Q.—Is that all? A.—And I think, 
$3 a thousand they paid for going 
out to see the members and transfer- 
ring them. 

Q.—Is that allP A.—That is all, 
I think so. 

Q.—Didn’t you get $2 more for ex- 
penses? A.—Well, $3 and expenses. 

Q.—$3 and $2? A.—That would 
be the expenses then. 

Q.—$3 and $2 and 7% per cent.? 
A.—I will tell you in a minute. 
have the contract right here, a 
straightforward transaction. 


Q.—No person has suggested any- 
thing to the contrary? A.—My first 
duty was to take care of that mem- 
bership and I did so. But I don’t 
understand why this should be brought 
in here. 

Q.—It will probably save you com- 
ing back when we examine another 
company? A.—It is entirely foreign 
to the Sovereign Life. 

Q.—Absolutely? A.—Entirely, no 
connection with it at all. It was 
business I put on the books years be- 
fore this company was organized. 


- “Such travelling expenses shall not ex- 


ceed the sum of $2 per thousand.”’ 
That was it. 

Q.—Will you let me see the con- 
tract? A.—Certainly. That is my 
creation to. 

Q.—This contract is? A.—yYes. I 
think from my knowledge of contracts 
I have been able to save the Sover- 
eign Life Insurance Company a good 
many thousand dollars. 
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MR. KENT: At the expense of Mr. 
Hunter? A.—Oh, no. | 

MR. HUNTER: I can quite agree 
to that. 

MR, TILLEY: This is the contract 
between you and the Home Life. It 
is dated at Toronto, February 2nd, 
1900. (Reads Ex. 284.) There is some- 
thing added headed Addenda, which 
was to permit the Home Life people 
to have their own agents get these 
applications for new policies from the 
old policyholders and then that would 
save them paying you $2 for expenses 
and you would get the $3 and 74 per 
cent. for renewale? A.—That is right. 

Q.—And in consideration of that 
the Home Life were not to charge 
you any more expenses than the $2 
so that you would get that clear? 
Now how much have you received 
under that contract? A.—I° would 
not be able to tell you without going 
to the office and figuring it up. If 
you have the items there I can tell 
you if they are correct. 

Q.—I have figured ont what it 
might likely be, but I would rather 
have your actual receipts if you can 
vive me a memorandum of them and 
we will fasten it on to the con- 
tract? A.—I will hand that in. It 
is a matter of $6 or $7,000, does not 
that agree with your statement? 


Q.—I cannot tell you that for I 
haven’t it: here? A.—That is for a 
number of years. 


4 

Q.—To-morrow morning will you 
bring with you what I asked for this 
morning? A.—I have it right here. 
A very nice document. You will see 
everything I have stated is right there. 
A clear specific contract. 

Q.—This is the document that ap- 
points some person to be a local direc- 
tor ro A+—Thateis rizht. 

Q.—(Read and filed as Exhibit 285.) 
Then you have got the proxy for the 
policyholders? A.—No, I think they 
are in my private desk. I will bring 
that over in the morning. 

Q.—Are they not on the regular 
files? A.—Yes, we filed one with you. 


Q.—You gave me a form, but T- 


afterwards sent for the proxy regis- 
ter and apparently you have sent me 
just the shareholders proxy? A.—We 
have no proxy register. 

Q.—The application for shares con- 
tains a proxy, but yours will be some- 
thing separate now, the policyholders ? 
A.—Yes. we sent you a separate sheet 
containing a notice of the annual 
meeting and the perforated proxy. 
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Sovereign Life, bing pee 
(A. H. Hoover, Ex’d.) 


Q.—What I want is some actually 
filled out. by the persons. I read the 
form, but I want to see some that are 
as they were completed.. In fact the 
whole of them. A.—I want to just 
say a word if you will allow me in 
that. connection... I made the state- 
ment that in the organization of this 
company I had advanced $3,100 in 
cash and gave my time for the first 
year gratuitously to the company’s ser- 
vice. The stock that-I have bought 
in the company up to the 3lst. De- 
cember has contributed $2,870 in pre- 
mium, which I will never get: a dol- 
lar’s credit for, I have given that to 
the company. 


Q.—That is one of the matters ae 
we will take up in the morning? A. 
—The premium? ron tite 

Q.—yYes? A.—TI shall be glad to dis- 
cuss it with you, because I am very 
familiar with the facts. 

(At 4.30 p.m. on Tuesday, 26th June, 
adjourned to 10.30 a.m. on Wednes- 
day, 27th June, 1906.) 


FORTY-EIGHTH: DAY.» 
MORNING SESSION. 
Toronto, Wednesday June 27, 1906. 


—Examination of Mr. A. H. 
Hoover continued : 


MR. TILLEY: Did you make up a 
memorandum of the payments that 
had been made to you by the Home 
Life? A.—I have not had the time 
to do so, and besides it would be a 
very troublesome thing to hunt up, 
because when payments have been 
made to me I have simply receipted 
for them. 

Q.—How much do you say it is in 
the round sum? A.—Covering a per- 
iod of how many years have you there? 

Q.—From the time you entered into 
the agreement to date? A.—Up to last 
year, nothing had been paid this year. 

Q.—Up to date? A.—The last pay- 
ment received from the company was 
last year; nothing has been received 
this year. 

Q.—What do you say it is then? 
A.—I could only approximate it, per- 
haps $7,500. é 

Q.—Does that represent your com- 
missions and your expenses? <A.—I 
think not. 
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Q.—Or in addition to your expenses ? 
A.—Because the expenses were con- 
sumed by travelling men securing the 
transfers. } 

Q.—When you speak of $7,500 you 
mean $7,500 clear A.—I think about 
$7,500 has been received by me on ac- 
count of the 7} per cent. commission. 

Q.—What has been received on ac- 
count of the 3 per cent. commission ? 
A.—There is no three per cent. com- 
mission. 

Q.—The original three? A.—No, 
no, the arrangement was the company 
would allow $3 per thousand as a com- 
mission for transferring. 


Q.—What did you get on the $3 
per thousand? A.—That was consum- 
ed in transferring. | 

Q.—The whole of it? A.—I suppose 
so, it must have been, paying the 
agents, 

Q.—I suppose that would be shown 
from the Home Life books, their pay- 
ments to you? A.—Yes, it ought to. 

Q.—I had not with me yesterday the 
papers relating to your application for 


a license by reason of some delay in 


the mail, I have the original papers 
here this morning and I will file them 
(marked as exhibit 278). The file com- 
mences with a letter from Mr. Hunter 
to Mr. Fitzgerald of January 8th, 
1903, re Sovereign Life Assurance 
Company of Canada (reads letter). To 


that a reply was sent on January 12th, — 


1903, (reads). That létter indicated 
what was to be done, and then your 
solicitor took up the matter of per- 
fecting the document necessary to take 
out the license? A.—He had full 
charge of that matter. 

Q.—Mr. Hunter was never a direc- 
tor of the company A.—No. 

Q.—Nor any officer in the company 
except solicitor? A.—wNo sir. 


Q.—Then Mr. O. F. Rice, Manager 
of the Imperial Bank of Cajnada, 
wrote a letter to you on the 23rd Janu- 
ary, 1903, as follows (reads). Have 
you the Imperial Bank pass book here? 
A.—I think so. (Produces.) 

Q.—This is the Imperial Bank pass 
book of the Sovereign Life Insurance 
Company of 1903, and on January 23rd 
discount credit $29,000, balance $29,- 
000, and immediately afterwards a de- 
posit of $26,000 and balance of $55,- 
000 by adding those two amounts to. 
gether. $26,000 was transferred to 
that Imperial Bank account from the 
Sovereign Bank account on the same 
date, I think, January 23rd, 1903? 
A.—Yes. 


Sovereign Life. . 
(A. H. Hoover, Ex’d.)’ 


Q.—That would be $26,000 of the 
amount that was said yesterday that 
has been collected up to that date, 
I think Mr. Allen said yesterday it 
was about $30,000. 

MR. ALLEN: Yes. 

_ MR. TILLEY: $380,000 had been 
collected by the company up to that 
date? 

MR. HUNTER: Up to the 22nd 
December. 

MR. TILLEY: Then would you com- 
pute what was received between the 
22nd December and 28rd January 
when this application was made, Mr. 
Allen ? 

MR. ALLEN: Yes. 

MR. TILLEY: And the $29,000 
was the result of discounting the note 
of the directors? A.—Was the result 
of our private note. 

Q.—In that way $55,000 was depos- 
ited in the bank on the 28rd Janu- 
ary ? A.—No, the discounted note 
made up with what we had. 


Q.—I mean to say that you had that 

to your credit in the bank? A.— 
Yes. 
- Q.—Then on that date you appar- 
ently took out $45,691, that would be 
in payment, I suppose, for the securi- 
ites that were to be deposited down at 
Ottawa? A.—I presume that is the 
fact, the entries will show. 

Q.—That would leave in the bank 
account $9,309, which is the amount 
Mr. Rice mentions in his letter? A.— 
I suppose so. 

Q.—So that you had the securities 
by that. means, and you had the bal- 
ance in the bank, then on the 23rd 
January, 1903, a letter from Mr. Rice 
to Mr. Hoover (reads) part of exhi- 
bit 287). Then follows a letter from 
a solicitor to Messrs. O’Hara & Com- 
pany certifying to the validity of cer- 
tain of the debentures, and also a let- 
ter from Mr. Hunter to Mr. Fitzger- 
ald of January 26th, 1903) (reads). 
Then the next document on the file 
is a statutory declaration made by you 
before Mr. Hunter on the 26th Janu- 
ary, 1903, and it was made in Ottawa; 
do you remember the occasion of mak- 
ing that declaration? A.—I have 
quite forgotten it. 

Q.—Apparently a declaration had 
been made by Mr. Allen, and when 
Mr. Hunter went to Ottawa Mr. 
Hunter had to give this letter re- 
garding certain debentures, because I 
suppose the superintendent required 
some solicitor’s certificate, and that 
was typed in Ottawa, and on the same 
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day in Ottawa you were required 
to make a statutory declaration? A. 
—Quite possible, I think that is right, 
if you have it there. 


Q.—The statutory declaration reads 
in this way: (reads) Sections 4 and 
5 of the Act had not been complied 
with at that time, had Mere hi A. —I 
thought so. 


Q.—What reason had you _ for 
thinking so? By section 4, the com- 
pany was compelled to have $250,000 
of the capita] stock subscribed and 
shall not commence the business of 
insurance until $62,500 of capital 
stock had been paid in cash?’ A,— 
That was quite true. 


Q.—‘‘Into the funds of the com- 
pany to be appropriated only for the 
purposes of the company under this 
Act. Provided further that the 
amount so paid in by any = share- 
holder shall not be less than’ ten 
per cent. upon the amount  sub- 
seribed by such shareholder.’”’ $62,- 
000 had not been paid up _ to that 
date? .A:—Yes sir. 

Q.—Mr. Allen told us that up to 
the 22nd December only about $30,- 
000 had been paid in? A.—But we 
selected notes that made the differ- 
ence. 

Q.—This section says paid in cash? 
A.—We paid those notes in_ cash, 
and had those notes and took the re- 
sponsibility. We paid them, 

Q.—Mr. Allen has computed the 
amount paid in between the 22nd 
December, 1902 and 28rd January, 
1903, was $7,513.01. 

MR. HUNTER: That would be 
apart from the $29,000. 

MR. TILLEY: Q—dAnd add that 
to the $30,000 that had been paid 
in, would make $37,000 or $838,- 
000 that had been paid in cash? 
A.—Yes. 

Q.—That was not $62,500? A»— 
We had at that time I think about 
$50,000 in notes coming due, three, 
six and nine months, and we selected 
$29,000 of this paper that we knew 
was gilt edge. The _ directors ad- 
vanced the money to pay these parti- 
cular notes that were given to the 
company. Then when these notes 
were paid afterwards the _ directors 
were remunerated. 

Q.—How much had you paid on 
your stock up to that date? A.—I 
am sure I could not tell you. 

(.—Ask Mr. Allen to tell us? 

Mr. Allen answers the questions 
until a change is indicated: 


6 EDWARD VII., A. 1906 


Sovereign Life. 
(A. H. Hoover, Ex’d.) 


Q.—How many shares had he? A. 
—$2,000 on the stock and $500 on 
account of premium at that tme. 

Q.—In the schedule that is sent to 
the Department at the same time you 
have got shares 408, amount subscrib- 
ed $40,800. amount paid on the capi- 
tal stock $10,200 of your stock, and 
you had only paid 2,500, how is that? 


The questions are answered by Mr. 
Hoover until a change is indicated. 


A.—I am unable to give you that 
explanation without looking it up. 


Q.—I would like you to look it up? 
A.—You will have to get the explan- 
ation from the book-keeper. 

Q.—That surely has been looked 
up since that tinse? A.—I have 
not examined the books. 

Q.—That is the transaction that 
arises out of the $29,000 note that the 


-minutes should have shown to us had 


been destroyed? A.—What is the 
amount? 

Q.—I see the amount here shown to 
your credit in shares was 408, and 
another item of 25, and another item 
of 75, making in all 508? A.—What 
is the amount of the subscriptions? 

Q.—It is not the amount of the sub- 
scriptions, I am asking the amount 
of your schedule; first you have 75 
shares, then 408 and next 25, making 
508 shares; the amount then would 
be $50,800? A.—25 per cent. of that 
would be $12,000, and ten per cent. 
of $12,000 is $1,200. 

Q.—No no, here is what you have 
on this schedule as paid on those 
shares; you have on the 75 shares 
$1,500 said to be paid on them; on 
the 408 shares $10,200 paid up on 
them, on the 25 shares $625 paid on 
them, making in all $12,325, and you 
only had paid $2,500 on your stock? 
A.—Let me see that statement. Have 
you ‘& statement there showing I 
have paid that much? That is quite 
correct, that represents the amount 
in cash and by note. 

Q.—You had not paid that? A.— 
Either cash or by note. 

Q.—Had you given your note? A. 
—-[ think’so. “ 

Q.—Do you know it? A.—I am 
quite sure. 

Q.—Will Mr. Allen please show us 
the note? A.—The note was long 
destroyed. 

The answers are given by Mr. Allen 
until a change is indicated: 

A.—Whatever notes were given at 
that time on account of stock have 
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been paid up since, and the notes 
given to Mr. Hoover or destroyed. 

Q.—Had you no book to show the 
notes? A.—No 

Q.—Do you mean to say you had 
no record from which you could tell 
whether Mr. Hoover ever gave you a 
note? A.—I do not think that note 
is entered in the note book. 

Q.—I am asking you whether your 
records would be supposed to show 
that note if he had given it? 

MR. HOOVER: Up to that date— 

Q.—Let Mr. Allen answer. 

MR. ALLEN: I did not have any 
record of it. 

Q.—So far as you know, Mr. Allen 
no such note was ever givenP <A.— 
I remember a note was given but it 
was not entered in any book. 

Q.—A note was given by whom? A. 
—Mr. Hoover. 

Q.—Personally? A.—yYes. 

Q.—For how much money? A.—I 
could not tell you just now, in fact 
I could not tell you at all, because at 
that time the note was given to cover 
the amount that he held at that time 
on that stock. 

Q.—At what time? A.—Before the 
subscription for the 408 shares I think. 

Q.—Was that a note payable to the 
company, and do you swear you held 
that note and did not enter it in the 
books? A.—I did not. 

Q.—Why did you not? A.—Be- 
cause we never enter a note till it is 
paid. 

Q.—You have no book? A.—Yes, 
I have a note book now in which all 
the notes are entered, that was at the 
commencement when I had no note 
book, 

Q.—You had no note book for all 
these shareholders that were sending 
you in notes? A.—Not at that time, 
that was the commencement. 

Q.—You had been taking subscrip- 
he all during 1902 or almost? A.— 

es. 

Q.—And do you say there was no 
record of the notes that the sharehold- 
ers had given you? A.—I won’t go 
so far as to say there was not of the 
whole of them. 

Q.—The notes the company held 
were to be shown in that book? A. 
—Yes. . 

Q.—I think you should frankly tell 
the commission just what the true 
transaction was, because there is a 
declaration here made by you that 
does not look to be proper, and I think 
you should tell the Commission ex- 
actly, I want to know from you? .A. 


Sovereign Life. 
(A. H. Hoover, Ex’d.) 


—If you will allow me I will tell you 
just exactly all I know. At the com- 
mencement I had an ordinary note 
book which did not answer the pur- 
pose, afterwards I got a note book 
made, at what date I cannot say, I 
entered all the notes in that with the 
exception possibly of Mr. Hoover’s as 
they came along; I kept Mr. Hoover’s 
in the cash-box for no particular rea- 
son any more than I thought it might 


’ be changed, and when 'Mr. Hoover 


paid up his stock I returned the notes 
to him. 


JUDGE MacTAVISH: What notes? 
A.—The note. 


MR. TILLEY: You said notes; you 
pledge your oath to the correctness of 
that story, do youP A.—Yes. 


Q.—What was the amount of the 
note? A.—TI could not say. 


Q.—About how much? <A.—I would 
not like to say. 

Q.—Anywhere within a thousand or 
two, tell me? A.—I presume it would 
be the amount Mr. Hoover owed. 

MR. HOOVER: It is in there in 
black and white. 

MR. TILLEY: You do not mean to 
say 1t is the amount shown there? 

MR. ALLEN: I do not remember. 

Q.—When did you get the noteP 
A.—I have not had the note in my 
hands for some time. 

Q.—When did you get the note? 
A.—I could tell you better about it 
if I could see the stock ledger, be- 
cause that will give me some idea, it 
was in the fall of 1902, at what time 
I could not say. 

Q.—It was kept in the cash box of 
the company? <A.—Yes. 

Q.—Was it treated as an asset of 
the company? A.—We did not treat 
any of those notes as an asset par- 
ticularly until they were paid. 

Q.—None of them at all? A.—No. 

Q.—Did you discount any of them? 
A.—No. 

Q.—Why did you not treat them 
as assets? A.—I do not understand 
what you mean by the question. 

Q.—Why did you not treat that 
as one of the assets of the com- 
pany? A.—It was an asset of the 
company I suppose, we did not show 
in our books any more than the note 
book, we did not put any of the notes 
through until they were paid; we 
held them for collection. 

Q.—What was done with that note, 
just put in the cash box? A.—It was 
held there until it was paid. 
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Q.—When was it paid? A.—Last 
year. 

Q.—What year? A.—1905. 

Q.—How was it paid? A.—TIn cash. 

Q.—Show:. me- the items? .A.—$3,- 
170. 

Q:—Do ‘you say that $3,170 on 
December 30th, 1905, was that cash 
paid to you by Mr. Hoover? <A.— 
Yes: sir. 

Q.—Have you a note. for that 
amount in your box? A.—No. 

Q.—How much have you a note 
for then? A.—I think there was a 
former payment on account of this. 
Here is one. 

Q.—But that is a debit? A.— 
There is a credit of $240. 

Q.—That was not paid in cash, 
that was a transfer from Mr. Lang- 
ley of his stock on which money had 
been paid for which he took credit? 
A.—We presume Mr. Hoover paid 
Mr, Langley for that; it: is the 
same as cash. 

Q.—There is a cash item next to it 
“by cash $75’’? A.—Yes. 

Q.—Do you know what the note was 
for on which this was paid, this $3,- 
170? A.—I cannott remember’ the 
amount of the note. 

Q.—There is $100, when was it 
paid? A.—At the same time, or 
rather 3lst December. 

Q.—Did you give him a note then? 
A.—I forget sir; the matter was all 
settled there, and there was a gen- 
eral settlement, and Mr. Hoover paid 
up, all there was coming to the com- 
pany. I do not remember the trans- 
_ action. 

Q.—Here is a_ declaration you 
made: (Reads Mr. Allen’s declara- 
tion, the first clause) (The declara- 
tion as part of Exhibit 287). Was that 
correct, that you had prepared this 
list from the books? A.—Yes. 

Q.—‘‘2. That the said list correct- 
ly shows the amount of capital stock 
subscribed for and the amount paid 
in thereon by each of the sharehold- 
ers respectively’’—do you say that 
was correct? A.—I presume it is. 

Q.—Do you know it? A.—Why yes, 
if that is the list I made up it is cor- 
rect. 

Q.—And you say then it was con- 
rect for you to put there that Mr. 
Hoover had paid that amount in 
cashP A.—Does it show that? 

—wWill you let me see that please? 
Shows declaration to witness. 

Q.—Was that right? <A.—Yes, 1 
presume there were notes for that. 

Q.—Did you know the section re- 
quired it to be in cash? A.—No. 
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(A. H. Hoover, Ex’d.) 


Q.—If you had known the section 
required it to be in cash would you 
have sworn it was paid in cash? A. 
—I could not. 

Q.—Would you have? A.—I should 
not wish to. . 

Q.—Probably your declaration be- 
ing defective in that regard Mr. 
Hoover was asked to make a declar- 
ation that the Act had been fully 
complied with; would you _ have 
sworn to that? A.—lI do° not under- 
stand the question. 

Q.—From your knowledge’ of the 
books and the way the business was 
carried on would you have _ sworn 
that section 5. which required $62,- 
500 to be paid in cash, and each share- 
holder to pay not. less than ten per 
cent. in cash, would you have sworn 
that had been done? <A.—No sir.’ 

Q.—Your declaration says that that 


is the amount that has been paid, 


you did not add the words ‘‘in cash,’’ 
but Mr. Hoover’s declaration says 
that the section had been fully com- 
plied with; that was not true, the 
section had not been fully complied 
with? A.—I- do not know. 

Q.—You ought to know from your 
position in the company? A.—I did 
not understand at that time; I. pre- 
sumed or understand that the notes 
and the cash were equivalent to 
cash, that is as much ag I knew about 
it, and that is the reason that I 
signed the declaration. 

Q.—Take the account of George H. 
White and tell me how much he has 
paid? A.—Sussex, New Brunswick, 
at what date? 

Q.—January ape how much a 
he paid? A.—$41 6.80. 
| Dae wi have ne down here ee 
$1,250? . A.—There must have been 
notes again covering that, probably 
there were; I cannot tel] here. 

Q.—You could tell from the books 
you have whether there was a note? 
A.—Yes. 

Q.—Will you find that out? A.— 
Yes. 

Q.—Take Charles T. White? A.— 
$416.80. 

Q.—You have him down here for 
$1, 250? .A.—The difference between 
that $416.80—there were two other 
items of $416.80, and $416.40, which 
undoubtedly were covered by notes, 
the total of those, three make the 
total of the man’s ‘subscription. 

QO. Do. V you “know? that? AL 1 
could tell if I see my note books. 

Q.—Will you have to go to search 
for those yourself? A.—I presume 
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so, I will have to search for the first 
one, the original. 

Q.—Your office is right here near 
the building? A.—Yes. 

Q.—It would not take you long: to 
get them? A.—If they are where I 
can get at them, if they are kept in 
the vault downstairs we could not get 
at them. 

Q.—We will have to have them; in 
any case those payments were not 
made in cash as the statute required? 
A.—No. 

Q:—Then would you kindly get 
those now and we will leave that till 
you get them? A.—Very well. 

—The answers are given by Mr. 
Hoover until a change is indicated: 

Q.—You spoke yesterday about the 
premium on your stock that had gone 

to the credit of the company, what 
did you mean by that? A.—That 
meant that I had given the Sovereign 
Life Assurance Company that many 
thousands of dollars as a gift.: 

Q.—How did you come to do that? 
A.—Because we-sold that stock at 26 
“per cent. premium and 33 1/3 per 
cent, premium, and 50 per cent, pre- 
mium, advancing it from time to time 
and that money represented the pre- 
mium I paid: on my stock to the com- 
pany; the company got every dollar 
of the premium upon my shares, and 
they got the premium upon the shares 
subscribed for by the directors; no 
man got a rake-off, no discount ; all 
were treated alike. 

Q.—You subscribed for 408 shares 
on’ December 22nd? A.—I made an 
over-subscription to help the company. 

Q.—You made that subscription in 
order to make the subscribed stock— 
A.—$250,000. 

Q.—It was not dude then with the 
intention of paying for it? A.—If 
I could have raised the money. 

Q.—I am not saying what you would 
have done if you could have raised 
the money? © A.—But I held that 
since, I have acquired it since and 
paid for it. 

Q.—At that time the intention was 
to subscribe for the amount necessary 
to make the subscribed stock that the 
Act required?  A.—Yes ‘sir, the Act 
required $250,000, and I subscribed 
for that number of shares to comply 
with the Act. 

Q.—And then the intention was it 
would be sold out by the agents of 
the company subsequently? A.—TI 
transferred some of the shares after- 
wards, the company got the benefit 
of it. ! 


Sovereign Life. 
(A. H. Hoover, Ex’d.) 


Q.—The agents of the company sold 
stock to individuals throughout the 
country? A.—Yes sir. 


Q.—And sent in their applications 
to the company for so many shares? 
A.—Yes sir. 


Q.—So that the company could 
either allot its own shares or those 
408 you had subscribed for? A.— 
Yes. 


Q.—And i these people sub- 
scribed for throughout the country 
were taking, from your holding and 
you transferred to them? A.—The 
excess from the number I paid for. 

Q.—Bringing it down to what you 
still have? A.—Yes. 

Q.—So that the idea was that 408 
shares would be subscribed by you to 
make up the necessary subscribed 
stock; then the agents would sell 
those shares; the agent’s charges for 
selling them were paid by the com- 
pany? A.—Yes sir, and the company 
got the benefit of ‘the excess in the 
price. 

Q.—Why should not it? Ag) 
thought you were trying to show I 
got it. 

Q.—No, you are speaking about 
premiums the company got on your 
stock, why should not the company get 
the premium on that, because it was 
the company’s agents selling it? A. 
—It did not cost the company any- 
thing to sell it to me. 


Q.—But yours was just a formal 
subscription to make up the subscrib- 
ed stock? A.—Certainly. 

Q.—So that it was the company’s 
stock? A.—Yes. 

Q.—There was nothing you gave the 
company in that? A.—Nothing wrong 
about the transaction whatever. 

Q.—And there is nothing very 
marked about it one way or the 
other P 

MR. HUNTER: Except he is vir- 
tuous, he did not take the commission 
on his own shares. 

MR. TILLEY: No person would 
have thought of doing that? A.—If 
I had been made up like the ordinary 
man I should have secured my stock 
at par. 

Q.—I did not think you would do 
that? A.—Other people do it, and you 
have not questioned them quite as 
severely as you have me, either. 

Q.—How much premium has the 
company been entitled on stock it 
has issued, not of yours, but the whole 
of its stock? A.—Now you are ask- 


1488 ROYAL COMMISSION ON 


48th day, June 27, 1906. 


ing me some questions that are really 
practical. 

Q.—This little formality about the 
Department at Ottawa is technical? 
A.—Quite proper and correct, no 
harm done, I would do the same thing 
again, I am proud of my connection 
with this company, and what has led 
up to its success, and I defy you or 
anybody else to point out anything 
excepting perhaps an unintentional 
error in connection with the organ- 
ization or management. 

Q.—Now then the premium? <A.— 
The premium received by the company 
has been $87,313.44. 

Q.—That is the total gross premium 
received? A.—Yes; there are a few 
thousand dollars yet to come in. 

Q.—The $500,000, the premium was 
$5 a share? A.—I am not familiar 
with it; whatever the books will show ; 
there were a few shares ‘sold at 20 
plus $5 premium; it was costing us 
more than that to sell it; we ad- 
vanced it to cover the selling cost. 

Q.—There was some sold at twenty 
per cent.? A.—Yes, twenty plus $5. 

Q.—Do you know how many there 
were? 

MR. GOULD: 477 shares. 

Q.—477 shares would bring a pre- 
mium of $5? 

MR. GOULD: Yes. 

Q.—How many shares would bring 
a premium of six and a quarter? 

MR. GOULD: Roughly speaking, 
the difference between that and 500. 
After $500,000 the premium was ad- 
vanced to 33 1-3, and the last $250,- 
000, 50 per cent. 

MR. TILLEY: There is still some- 
thing to come in in the way of pre- 
mium? A,—There are a few thou- 
sand dollars outstanding. 

Q.—So that the whole premium will 
be about $90,000? A.—Yes. 

Q.—Show me where the account is 
for the premium on your stock; this 
book shows your stock, now where is 
the premium account? A.—It is here. 
When the book-keeper is here you will 
find it. It has all been paid, every 
dollar of it. 

(Mr. Gould shows account to Mr. 
Tilley.) 

Q.—I tried to figure it out from 
that account and I could not? A.— 
Are you satisfied. 

Q.—I think you had better not ask 
the question. 

Q.—You had an account in 1903, 
and again in 1904 for organization ex- 
penses? A.—The company had, yes. 

Q.—In 1903 your organization ex- 
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penses amounted to $23,651.47? A.— 
Yes, 

Q.—And in 1904 they amounted to 
$13,191.49? A.—yYes sir, and in 1905 
$3,177.95. 

Q.—That completes it? A.—$40,- 
020.91. 

Q.—Are those all the organization 
expenses charged up now, or are thére 
any moreP A.—Yes, there will be 
no more to follow. 

Q.—When you say organization ex- 
penses do you mean organization of 
the company in general, or do you in- 
clude in that establishing an agency 
in a particular place? A.—Yes, it 
would include organization. 

Q.—Will you have a permanent, 
what you might call a permanent or- 
ganization account, running along 
from now on, for. establishing new 


_agencies? A.—No. 


Q.—Supposing you open a new field 
next year, will you call that part of 
your organization expenses? A.—No 
sir. ; 

Q.—You have drawn the line now? 
A.—That would be expenses of man- 
agement. 

Q.—I notice in 1903 you divide ex- 
penses between organization and pro- 
fit and loss, in some cases carrying 
about 30 per cent. to organization and 
the balance to profit and loss? A.— 
Yes; we could only approximate it. 

Q.—What I want to get at is what 
was the idea that was present to your 
mind when you were making the di- 
vision, what mental division were you 
making of the expenses? A.—We 
had our stock, salesmen’s salaries, and 
expense. a 

Q.—What would you charge that 
to? A.—Organization expenses, print- 
ing, stationery, clerk hire, postage, 
exchange and all that sort of thing 
went in. At the same time we were 
establishing agencies we were writing 
business and paying commissions. 

Q.—So that it would be divided be- 
tween the two accounts? A.—We had 
to the best of our ability to arrive 
at that approximately. We had to 
separate it the best we could, by 
charging practically a percentage of 
the office expenditure to the stock 
part of it and a percentage to some- 
thing else. 

Q.—And you made a division that 
you thought would fairly aproximate 
the amount? A.—Yes. We tried 
to arrive at an equitable percentage. 

_Q.—In respect of the items you car- 
ried $23,651.49 to organization ex- 
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pense, you carried $9,580.43 to profit 
and loss account, so that the two 
would have been together $33,231.90? 
A.—That is a matter of bookkeeping, 
and I would prefer you would go into 
that matter with the bookkeeper or 
actuary. 

Q.—Roughly that would be so? A. 
—Yes. 

Q.—In 1904 did you make a divi 
sion somewhat in the same way, rough- 
ly approximating what it would be? 
A.—Yes. 

Q.—I suppose the chief item in the 
organization account would be com- 
missions? A.—No, stock selling was 
high. 

Q.—That entry, stock selling com- 
missions, is not that what that item 
covers? A.—No, that was all put 
in there as organization expenses, we 
paid salary and expenses— 

Q.—In 1903 the way it is divided is 
this: Rent $470; office salaries $2,243.- 
03; agents’ salaries $4,575.83;  ex- 
change account $100; interest $530.39 : 
postage, telegrams, etc., $200; tra- 
velling expenses $3,706; advertising 
$2,587.89 ; stationery and printing, $1,- 
075.40; commission account $6,995.11; 
directors fees $171.95; sundry expenses 
$339.60; law costs $655.90. Then a 
substantial item there is commission 
account? A.—Yes. 

Q.—That would be for selling stock? 
A.—A portion of it, and the balance 
agent’s commissions on new business. 

Q.—On insurance? A.—Yes. 

Q.—You could not have that in or- 
ganization account? A.—Oh no. 

MR. GOULD: I would not be sure, 
but I think that is entirely stock sell- 
ing commissions. 

WITNESS: That is the organiza- 
tion expense account you are reading 
from, that would be the stock selling, 
establishing of the company’s agents, 
printing, advertising and so on. 

Q.—What were agents paid for sell- 
ing stock? A.—We paid from one 
dollar per share up. 

Q.—How high? A.—Some of our 


‘men cost us five and six dollars a 


share, 


Q.—How much a share? A.—I think ~ 


about $6.00 would cover the expense 
of our most expensive men, those who 
were not. so successful. 

Q.—Do you say you did not pay 
more than $6.00? A.—TI do not think 
so, I do not think it averaged more 
than six. 

Q.—I am asking you the highest 
you paid? A.—I do not think so. 
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Q.—You will swear that not more 
than six dollars was paid to an agent 
for selling stock? A.—I do not think 
it cost that. . 


Q.—Are you speaking of the aver- 
age? 

MR. HUNTER: Mr. Hoover is 
taking his expense and commission 
speaking of taking his expense and 
commission that the six dollars would 
cover it. 


MR. TILLEY: You say the amount 
of the expenses and commission six 
dollars would cover that? A.—The 
highest salaried man I think the $6.00 
would cover the expenses and salary. 


Q.—Do your men sell’ stock on sal- 
ary? A.—Part on salary and part on 
commission, 


Q.—Then what commission did you 
pay? A.—One dollar per share up as 
high as five dollars. 

Q.—How much higher? A.—Not 
any higher. 

Q.—You say the average of satary 
and expenses would not amount to 
over $6.00? A.—I do not think so. 

Q.—That would be six out of about 
$31.25 received on each share? A.— 
Yes sir: 

Q.—That is $31.25 would zome in 
to the company and the premium 
would go to the agent? A.—Yes. I 
am erring too high if anything in 
the cost of our stock selling. 

MR. GOULD: The total organiza- 
tion expenses you will see by refer- 
ring to the blue-books were forty 
thousand dollars practically; there 
were ten thousand shares sold in the 
company; that averages $4.00 a 
share. 

MR. TILLEY: But besides that 
there are travelling expenses. 

MR. GOULD: That is the total of 
the organization account, $40,020.91 ; 
that is everything. 

Q.—Are all the organization  ex- 
penses paid? A.—Yes. 

Q.—Does that include a portion of 
any items that went to profit and 
loss that did not go along as organiza- 
tion expenses, or does it just include 
what the books show as organization 


expenses ? 
MR. GOULD: What the _ books 
show. 


Q.—And that takes in rent, office 
salaries ? 

MR. GOULD: It takes in anything 
shown in this book. 

Q.—So that that was about four 


dollars a share? 
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MR. GOULD: I will draw your 
attention to another account if you 
will let me. 


MR. TILLEY: So that the organ- 
ization expenses would be about one 
half the premium that was received 
on the stock? 


WITNESS: About, yes sir; I think 
you are correct in that. 


MR. GOULD: If you take these 
two accounts (account on page 170 
and account on page 200) these will 
give it. 

MR. TILLEY: So that the three 
items are $23,651.47, $13,191.49, $3,- 
177.95. What about your own organ- 
ization expenses that were paid to 
you, does that include those? 

The questions are answered by Mr. 
Gould till a change is indicated. 

A.—That is included in that $28,- 
651.47. 

Q.—That is when the payment was 
made to him it was apportioned, it 
was carried to organization expenses 
at that time? A.—Yes. 

—The questions are answered by Mr. 
Hoover until a change is indicated. 

Q.—Did you get any share of any 
agent’s commission? A.—Not a dol- 
lar. 

Q.—Kither in selling stock or in get- 
ting policies placed? A.—Not one 
copper’s commission on the stock or 
new business written. 

Q.—There are two items of interest 
charged, on April 25th, 1903, of 
$339.49 and September 5th, 1903, of 
$190.90; can you tell me what they 
were’ in respect of, Mr. Gould? 

MR. HUNTER: They would be in 
respect of that $29,000 note. 

MR. TILLEY: What were the head 
office expenses of the Sovereign? A. 
‘—In the first year or now? 

Q.—Now. We have not been given 
any salaries except payments out to 
directors and so on? A.—Are not 
they set forth there? The account- 
ant, you mean, cashier, actuary and 
so onP . 

Q.—Yes; just your head officers? 

Q.—At the present time their sal- 
ariesP A.—The accountant receives 
$1,200. The Cashier-Secretary $1,200, 
the Actuary, I think, $1,100. 

MR. HUNTER: That is one office, 
Cashier-Secretary. 

MR. TILLEY: Do they do any busi- 
ness connected with your other com- 
pany, the fire company? A.—No, not 
in office hours. 

Q.—Outside of office hours? A.— 
Well, evenings, perhaps. 
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Q.—Do they come back evenings to 
do the workP A.—The accountant has 
in the evening and overtime and has 
received $25 a month extra from the 
other company for doing it. 

Q.—Then you have only one policy 
in the Sovereign? A.—That is all 
the company will give me. They limit 
the right to $5,000. 


Q.—When it gets over the limit they 
re-insure? A.—We accept policies for 
any amount and re-insure to protect 
ourselves. $5,000 is our limit. 


Q.—The limit of riskP A.—Yes. © 

Q.—Where can I find your table of 
rates for the sort of policy you have? 
A.—I have it here. A card of rates 
prevailing at the time my policy was 
issued. If you look at the rate there 
of age 50 and look at my policy you 
will see it is the regular amount. 

Q.—On this card of rates there is 
this statement: ‘‘Important notice. 
These special stock policies are not 
intended as a source of profit for the 
company. There will be no commis- 
sion or,renewal charge against them, 
the expense of management being lim- 
ited to the small loading for crediting 
the premiums and investing the money 
which the company receives. They are 
offered as a favour to a few business 
and professional men in return for 
their influence in establishing the 
company’s business. Confidential: 100 
special stock policies for $5,000 issued 
by the Sovereign Life Assurance 
Company of Canada, Head Office, To- 
ronto.’’ How is it this was not sent to 
us, Mr. Hoover? A.—Mr. Gould, I 
think, included one. I think you have 
one. . 

Q.—No, sir, we did not get one of 
these nor one of the non-participating 
rates either? A.—There is no deSire 
to conceal it, my dear sir. 

Q.—There does not seem to be a 
very vicious desire to give it to us. 

MR. HUMPHREY: I would not 
use the word ‘‘vicious’’ in that con- 
nection. A.—I want to ask Mr. 
Gould. Mr. Gould, did you include 
one of the stock policy table of rates 
at_ the time you sent over the sup- 
plies ? 

MR. GOULD: I included all the 
rates I had in my possession. 

MR. TILLEY: Does that answer 
you? A.—You were not requested to 
exclude that in any way? 

MR.,.GOULD: No. 

MR. TILLEY: Did you have this 


in your possession ? 
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MR. GOULD: No, I never had any 
cognizance of that rate at all. That 
rate was not in force while I have 
been with the company.. This was in 
force before my connection with the 
company. 

MR. KENT: Mr. Gould is not sup- 
posed to have anything to do with 
that. . 4 
MR. GOULD: 
time. . 

MR. KENT: It says those policies 
were to be issued to anyone who as- 
sisted the company? A.—We issued 
them to anybody. — 

MR. HUNTER: Those policies did 
not include an allowance for commis- 
sion and could not be placed in the 
hands of the ordinary agents. Share- 
holders who wished took them and 
paid full cost. The rate was after- 
wards loaded and put in the hands of 
the agent. 

MR. TILLEY: Have 100 policies 
been issued? A.—I think so. 

Q.—Mr. Gould, can you tell us that? 

MR. GOULD: The only thing I 
can say is that this policy was con- 
structed and this card was out of use 
before my connection with the com- 
pany. 

A.—Now I will give you an explana- 
tion here that will give you all the in- 
formation you want. After the com- 
pany was organized we perfected this 
policy; we called it our stock policy. 
The object was to secure a number 
of policies for $5,000 and to secure a 
large premium income. The policy 
was made up to be $5,000 with $250 
added annually therbafter for each 
premium paid for a period of 15 years 
when it became paid up for $8,750. 
My instructions to the actuary was 
to make no loading for expenses other 
than $3 per 1,000, for crediting the 
premiums. That carried with it an 
expense loading of $15; was it 3 or 
33, Mr. Hunter? 

MR. HUNTER: 
the understanding. 

A.—I am not sure whether it was 
$3 or $34. If it was $33 the loading 
for expense purposes would be $173. 

MR. TILLEY: Mr. Gould, have you 
ever figured out the loading on this 
policy ? 

MR. GOULD: I do not know any- 
thing about this policy. There is a 
stock policy issued now which ig in- 
cluded in the card of rates which you 
have. 

A.—Please don’t interrupt me un- 
til I finish this explanation. These 
policies were placed in the hands of 


It was before my 


$3 was, I think, 
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our men selling the shock The stock 
man would say, ‘‘If you subscribe for: 
a few shares of our capital stock, we 
permit you to obtain one of these poli- 
cies for which the loading is $3 per 
1,000, or $33. .There is no commis- 
sion or anything of that. kind.’’ In 
one instance we got our stock sold 
for $23 a share and by paying $5 a ~ 
share the stock salesmen agreed to 
turn us in a $5,000 application free 
of charge and did so in a number of 
cases. So that we got our insurance 
cheap and placed our stock cheap. 
It all counted for the benefit of the 
company as a result of good manage- 
ment. 

Q.—Now, how many of those were is- 
sued? A.—I don’t know. We could 
have sold a lot of them, but the com- 
pany can’t do business that way; there 
is not loading enough in it to pay the 
expense requirements of the company. 
The agents working on a commission, 
we could not place that policy in their 
hands, but there was a demand for 
it and afterwards, a year or so later, 
these rates were loaded to provide for 
a 25 per cent. commission the first 
year and agents now place one of 
them occasionally, but the percentage 
is small and agents won’t work for it. 

MR. LANGMUIR: What is the 
premium on that policy? A.—The 
premium is high, at age 50 my 
premium is $407. Our premium 
income the first year was $51 per 
1,000. The highest premium income 
any company in Canada ever secured, 
and we got it intact, there was no re- 
bating, no commission, everything 
clean and that business is on our books 
to-day, the most satisfactory business 
we have got. There are no lapses. 

MR. TILLEY: There would not be 
any lapses on a policy like that, Mr. 
Hoover. Now your premium at age 
50, acording to this special card you 
got, out, is $407.75? A.—Yes. 

Q. —At the present time the prem- 
ium on the. same policy would be 
$441.79? A.—The difference repre- 
senting agent’s commission, the initial 
year. 

Q.—The difference being $34? A.— 
That is what ‘tthe agent would receive 
to write one, 

Q.—Now then that makes a differ- 
ence of $34 on that policy? A.—Yes. 

Q.—And you say that $34 a year 
on that policy would represent a fair 
agent’s commission. You don’t mean 
that, do you? A.—It depends on how 
many could be written. I_ believe 
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that I could start out and make a lot 
of money at that commission rate, 
because I could put my heart into 
that policy. 

Q.—At what rate? A.—At the rate 
you speak of. 

Q.—To get $34 a year on each prem- 
ium? A.—No, no, one year only. 

Q.—But that is a permanent differ- 
ence in premium between what you 
are paying and what the people are 
asked to pay now? A.—Yes, I know 
but it is all in that 25 per cent. that 
the agent retains the first year out 
of the gross amount. 

Q.—The difference between the rate 
you are paying on your policy and 
what a person 50 years qld would have 
to pay for the same policy now is $34 
a year? A.—Yes. 

Q.—And that rung throughout the 
life of the policy? A.—15 years. 

Q.—Well, the life of the policy? 
A.—15 payments. 

Q.—Now you don’t say that that 
was left off simply to represent agents 
commission ? A.—That is what the 
loading is for. 

Q.—So that for that reason you did 
not need any loading on your policy? 
A.—Because we got them without pay- 
ing a commission. 

Q.—To what extent is that policy 
loaded by percentage or is it just a 
definite sum added per 1,000? A.— 
Well, I think that policy is loaded 
at 3 per cent. 

Q.—On what table is it computed? 
A.—No, 34 per cent. O.M. 32 pler 
cent. 

Q.—Now, Mr. Gould, you say you 
did not compute it. Do you compute 


the reserve on these policies? 
MR. GOULD: Yes, I reserve on 
3 


bole 
° 


Q.—Then what loading would there 
be on that basis? 

MR. GOULD: I can give you the 
net premiums on that. 

Q.—Tell me the net premium and 
the loading, please. Then, Mr. 
Hoover, do you think you were justi- 


fied in taking one of these policies | 


when you say in your circular they 
are offered in return for influence in 
securing business? A.—Yes, because 
no other company issues one at that 
rate. 

MR. GOULD: The net premium is 
$390.24. 

MR. TILLEY: And you paid $407,- 
75. The loading is 44 per cent? A.— 
You get the loading just as I stated, 
just a few dollars between oie. net 
and gross premiums. 
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Q.—What loading is usually put on 
net premiums for non-profit policies, 
to what extent are they loaded? © 

MR. GOULD: With Canadian com- 
panlés the usual loading on an Hm. 
33 per cent. basis is put in some cases 
10 per cent. and in some cases 10 
per cent. and 41. It runs round 10 
per cent. 


Q.—Did any other directors get that — 


class of policy? A.—I think so. 

Q.—All of them? A.—No. A -few 
of them issued. You will notice there 
is quite a lot of them issued up until 
the second year. No commission, and 
as a matter of course the boys didn’t 
take kindly to them. 


Q.—Mr. Gould, do you think those 
policies are loaded sufficiently to carry 
themselves ? 


MR. GOULD: That is a matter of 
opinion. If there is absolutely no ex- 
pense, as Mr. Hoover states, I should 
think they ought to carry themselves. 


Q.—As an actuary do you say those 
policies are loaded sufficiently to carry 
themselves and will not cost the other 
policyholders something to carry, be- 
cause I am told there is no question 
about it at all. 


MR. HUNTER: Better put that 
man in the box and let us hear what 
he has to say. 


MR. HOOVER: You will find we 
have a certificate from our consulting 
actuary that it is sufficient. 


Q.—I want your opinion, Mr. Gould. 

MR. GOULD: The net premium is, 
I think, sufficient. 

Q.—The net premium, that is if it 
is computed properly ? 

(Mr. Gould answers until a change 
is indicated.) 

A.—If I were computing that to 
issue it now as a non-participating 
policy I certainly should load it 
higher. 
~ Q.—That is not quite the. question 
IT asked you. If a company asked you, 
can we issue that policy loaded at 
44 per cent. and not lose anything 
by the transaction P 

MR. HUNTER: Excuse me, Mr. 
Tilley; would you add to that ques- 
tion, ‘‘And pay no commission ?”’ 

MR. TILLEY: Yes, under the cir- 
cumstances Mr. Hoover has stated. A. 
—Yes, I think they could, and pay no 
commission, 

Q.—Do you know whether any com- 
mission was paid on these policies? A. 
—I cannot say. 
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Q.—Can you find out? A.—The ac- 
countant perhaps could find that out 
better than I could. 

Q.—Then Mr. Allen can you say 
whether any commission was paid on 
those stock policies? . 

MR. ALLEN: I think not. 

Q.—Do you know? 

MR. ALLEN: I am quite positive 
there was not, 

Q.—Can you tell from the records 
whether there was or not? 

MR. ALLEN: It could be told. 

MR. GOULD: These policies, I 
would like to explain, were all issued 
before my connection with the com- 
pany. I have found out more about 
the past books in working for you 
than otherwise. 

Q.—Than in working for the com- 
pany? 

MR. HUNTER: They were issued 
under the advice of Mr. Pipe, who 
was the actuary of the company at 


the time. 


MR. ALLEN recalled. 

Q.—Now, Mr. Allen, did you get 
the information about the promissory 
notes? A.—I found the note books, 
yes. 

Q.—What did you find? A.—I found 
a book down in the vault containing 
original entries of the notes. Any 
notes which you want me to refer to 
I will try to find. 

Q.—What about the notes I men- 
tioned .to you, Mr. MHoover’s note 
is not there? A.—No. 

Q.—There is no note of his there? 
A.—A number of these men have the 
same name so I will have to refer to 
the stock ledger. 

Q.—What date were those payments 
made, did you say, that were made 
when you returned the note? A.— 
This is the last of December, 1905, 
that the final statement was made. 

Q.—In your annual statement to the 
Government did you include Mr. 
Hoover’s note? A.—We don’t include 
any notes to the Government in any 
statements. 

Q.—Take the statement for 1903. 
You did not, in that annual state- 
ment, show any bills receivable, did 
your A.—No. 

Q.—What did you do with the bills 
receivable in order to get your return 
right, discount them in the bank? A. 
—No, there was not any necessity for 
that. 

Q.—Did you treat them as an asset? 
A.—No 
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MR, HUNTER: I think they were 
put in as contingent assets, calls to be 
received. A.—It might be in that 
form. 

MR. TILLEY: Is that the way you 
put them in? A.—No, they were not 
used. The notes were not tsed what- 
ever. The collections were made on 
those notes. 

Q.—Where is the asset that is repre- 
sented by the notes in this annual 
statement? A.—There isn’t any asset 
represented by the notes. 

Q.—You must show that some place, 
you have not just discarded that item, 
because you had to bring that into 
your balance sheet? A.—The amount 
is in the collections made on account 
of capital stock. 

Q.—Read the item. A.—Capital 
stock paid up $81,333.26. 

Q.—That is a hability? A.—I know 
it is a lability, but it was collected. 

Q.—Where in your assets is the item 
that represents those notes or their 
value 7 

MR. HOOVER: They were not put 
in. We did not do that, Mr. Tilley. 
We didn’t show the notes, those notes 
are not cash. 

Q.—Those notes were cash for the 
Government at Ottawa when you were 
making your declarations. (Mr. Gould 
answers.) A.—Not these particular 
notes. Those notes were paid, but the 
other notes were unpaid. 


MR. HUNTER: Referring to the 
blue book, it did not appear at all. 

MR. LANGMUIR: Have you a re- 
cord of the notes that were selected 
to raise the $29,000 on? A.—No, sir, 
we have not. There was a list given 
to the Imperial Bank of the notes that 
we had at that time. There was no 
special list given. 

MR. TILLEY: Have you a list of 
that list you gave the Imperial Bank? 
A.—No, I. have. not. 

Q.—Who has it? A.—The bank has 
the original. 

Q.—Then tell me about those notes 
I spoke to you about? A.—Charles T. 
White, a note for $416.80. I find a 
note here for $521 from Charles T. 
White. 

Q.—When did you receive it? A.— 
We don’t put in the date of the re- 
ceipt. I just put in the date the note 
was made. It was a renewal. Made 
the 2nd December. It was paid on the 
Ist January and that must have been 
a renewal note of that amount there 
together with the mterest in some 
form which I cannot tell now, but 
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there were some of those notes renew- 
ed, small portions of them. 


Q.—I see your annual return for 
the Government takes the capital 
stock paid up as a hability? A.— 
That weal. 

Q.—In that way you exclude on both 
sides the notes? A.—Yes. 


Q.—So that in your book you were 
not treating stock paid by notes as 
paid up stock at all? A.—No, sir, 
in no case. 


Q.—And you have not done it up 
to this case? A.—We never did it. 

Q.—Except at Ottawa: I will put 
in the card that was handed me as 
the special rate in use at the begin- 
ning and also the one now in use so 
that the premium can be compared. 
(The two cards are now filed as Ex- 
hibit 288.) 
-- I will go on with Mr. Gould in th 
meantime and you can look those up. 


WILLIAM H. GOULD, sworn. Ex- 
amined by MR. TILLEY: 

Q.—Mr. Gould, you are a qualified 
actuary, are youP A.—I have had 
some experience. 

Q.—Are you an Associate? A.—I 
am an Associate of the British Insti- 
tute. 

Q.—And how long have you been 
actuary for the Sovereign Life? A.— 
I came with them in May, 1904, to do 
their actuarial work. 


Q.—Who had been doing their actu- 
arial work before? A.—Mr. Pipe had 
been employed partially. 

Q.—And who: was Mr. Pipe? Was 
he a Toronto man? A.—He was in 
Toronto. . 

Q.—Was he in the office all the 
time? A.—No, I don’t think he was, 
only part of his time. 

Q.—Consulting or giving special as- 
sistance when required? A.—Yes. 

Q.—You would not know anything 
of the rates originally fixed except 
what you have learnt from examina- 
tion since? A.—No. 

Q.—Then you have given a state- 
ment to the Commission showing how 
your premiums are loaded, as you have 
ascertained? A.—As I have ascer- 
tained, yes. 

Q.—Has there been any change in 
the premiums since you have been in 
the company ? A.—No. I may say 
that a change was in contemplation 
when this Commission was instituted 
but owing to the possible effects upon 
the business that has been held in 
abeyance. 
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Q.—Would the result of the re-ar- 
rangement of the premiums be to in- 
crease .or diminish them, were they 
thought to be too high or too low? 
A.—Our idea of the non-profit busi- 
ness was to accept the life manager’s 
rates. 

Q.—How do the life manager’s rates 
compare with the non-profit rates 
you have usedy A.—Well, the life 
manager’s have no non-profit rates, 
no recognized non-profit rates to my 
knowledge. 

Q.—Would the result of adopting 
their rate be to raise or lower yours? 
A.—In some cases it would have low- 
ered our participating rates; in others 
raised them slightly. 

Q.—It would vary them all, prob- 
ably? A.—Slightly. 

Q.—And the average would be about 
— A.—It would leave them about 
where they are, I think, that is as 
far as premiums were concerned. 

Q.—Now you say that all partici- 
pating premiums in this company are 
based on the O.M. 3 per cent. and 
loaded according to what is generally 
known as Sprague’s Method so as to 
produce the requisite loading for all 
the benefits and expenses required un- 
der the premium? A.—Yes. ’ I have 
never re-computed those premiums so 


I cannot vouch for their accuracy ac- 
cording to that method, but I believe 
them to be quite satisfactory that 
way. 

Q.—Then you say that in non-profit 
policies the same plan is pursued as 
with respect to the profit bearing 
policies? A.—Yes. 

Q.—Except that the net premiums 
are on the O.M. 33 per cent.? A.— 
Yes. 

Q.—And what commissions are al- 
lowed to agents on the non-profit poli- 
cies? A.—Two-thirds of what would 
be allowed on the profit. 

Q.—And in the profit policies it is 
based on a commission of 75 and 10? 
A.—75 on a Whole Life Policy, 10 
the second year, and 7} after that. 

Q.—On the higher premium policies 
those commissions would be lower? 
A.—Yes. 

Q.—Then I will put in this state-~ 
ment of yours which explains the prem- 
iums. (Filed as Exhibit 289.) Mr. 
Hunter asks me to ask you whether 
computing the reserve on the basis of 
your net premiums and the table you 
use with the rate makes a higher or 
a smaller reserve than on the Govern- 
ment standard? A.—At the present 
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time using the O.M. table with 3 per 
cent, interest makes a considerably 
higher reserve. The O.M. mortality, 
as I explained yesterday, seems to 
-be more favorable in the earlier years 
of life, so that there is provision made 
in the reserve for the higher mortality, 
so that in our company the mortality 
table militates against— 

Q.—Against a young company? A. 
—Well, against a low reserve. Also 
the 3 per cent. interest makes a higher 
reserve than the 33. 

Q.—Before I pass from the other 
branch of the case, what did you find 
out about the interest with respect to 
what items were they paid? A.—I 
gave you a slip of paper which refers 
you to the page and to two vouchers 
in the voucher book there, 220. No. 
1,039. ; 

Q.—A receipt by the Imperial Bank 
for $190.90. Interest on a note. The 
amount of the note is $14,000? A.— 
That is before my. time, that is 1903. 

Q.—Do you know what that note 
was connected with, October 22nd, 
1903? A.—Mr. Allen could explain 
that. i 

MR. HUNTER: It would be the re- 
newal of the balance of the $29,000 
directors’ note. 

MR. ALLEN: It was interest on 
the directors’ note. : 

MR. TILLEY: Then the other page 
128. An item of $339 interest, dated 
April 25th, 1903.. That would be on 
the same note? 

MR. ALLEN: The note was renew- 
ed for the balance. 

Q.—So that both those items are 

with respect to interest on that note? 

MR. ALLEN: Yes. 

Q.—Have any estimates of profits 
been issued by you since you have 
been with the company? A.—Yes. 

Q.—When was that done? A.— 
Shortly after I came with the Com- 
pany. I think I filed a copy, a book- 
let. 

Q.—Did you reduce the old esti- 
mates or raise them? A.—I reduced 
them a fair amount. I thought they 
were too high, I felt they could not 
be realized. 

Q.—Have you your book of estimates 
here? A.—No. The agents were un- 
der instructions not to give an esti- 
mate if they could possibly avoid it. 

Q.—Well, they were given instruc- 
tions not to give a rebate too, were 
they not? A.—I presume so. 

Q.—I see the book commences with 
this notice to agents: ‘‘The figures 
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set forth in the following pages are 
considerably better than those grant- 
ed by other companies in return for 
the deposits required. They are not 
estimates of exaggerations but are ab- 
solutely guaranteed and reproduced 
in the policy contract in black and 
white. The values stated are given 


in consideration of the actual prem- 


lums being received by the company 
and no deviation from the rates stated 
can be permitted or allowed. Every 
agent of the Sovereign Life Assur- 
ance Company is forbidden to pay 
or to allow or offer to pay or allow 
any rebate of premium in any manner 
whatsoever directly or indirectly. This 
rule will apply to any person who 
solicits or writes an application for 
the company whether he be a broker, 
general agent, manager or employed 
to work for the company in any capac- 
ity. The penalty for the violation of 
the foregoing rule shall be immediate 
dismissal from the service of the com- 
pany.’’ Is that rule observed? A.— 
As far as I am aware. 


Q.—That no rebates are given, or 
agents are dismissed if they give re- 
bates? A.—As far as I am aware. I 
am not conversant with the exact de- 
tail of crediting premium, but.a num- 
ber of our agents, in fact the greater 
number of them I think are payable. 
by advances against ‘commission on 
the stipulation of their returning to 
the head office the premium intact. 

Q.—Well then, when they return 
the premium intact if they give a re- 
bate they would have to show that re- 
bate, and it would be shown in the 
books? A.—It would be necessary to 
show it. 

Q.—Do those rebates appear in the 
books? A.—I don’t think so. 

Q.—Can you say Mr. Allen? 

(Mr. Allen answers until a change 
is indicated.) 

A.—There are no rebates. 

Q.—Everything is covered by the 
Provincial Association; is that the 
only sort of rebate allowed ? 

MR. HUNTER: We would not ad- 
mit that that is a rebate. 

MR. TILLEY: Oh yes, Mr. Hoover 
admitted it, 

A.—I don’t know of any rebates 
whatever as to agents. 

Q.—No allowance was made to 
agents who take insurance by way of 
payments to sub-agents? A.—No, be- 


cause that comes out of the agent’s 


own commission, 
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Q.—Then if you pay the agent by 
advances on condition that he sends 
in the full premium, must he not take 
the rebate off? A.—Not off the ad- 
vance. That is his affair, nothing to 
do with the company at all. 

Q.—You make him send in the full 
premium? A.—Every time. 

Q.—And you do not give him back 
anything even if he claims he has paid 
something to a sub-agent? A.—No. 

Q—=That*is. absolute? Aa That is 
absolute. 

Q.—Have you gone so far as to dis- 
miss an agent in your day Mr. Allen? 
A.—I don’t know. I haven’t had any- 
thing to do with that Department. 

MR. GOULD: I may say here that 
there are some agents on commission, 
very few of them, and they may re- 
bate. We cannot say that. 

Q.—Now, have you your estimates, 
Mr. Gould? 

(Mr. Gould answers.) A.—Yes. 

Q.—December, 1904? A.—Yes. 

Q.—Your estimates for whole life, 
20 years, for estimated cash surplus, 
is what? A.—At what age Mr. Tilley? 

Q.—At age 35? A.—It is $235. 

Q.—And that is lower I notice than 
some of the older companies? <A.—I 
think it is, slightly lower than some 
of them. 

Q.—And that applies to your esti- 
mates does it, that in some cases you 
are lower, and in other cases higher ? 
A.—I think we {average about the 
same. 

Q.—Average about the same as the 
older companies, but these estimates 
were not out; the old estimates were 
somewhat higher? A.—Somewhat 
higher, yes. 

Q.—And you have made them to 
accord more with the older compan- 
ies. Do you say then that you think 
a young company starting as this com- 
pany is will be able to reach the same 
profits as the older companies? A.— 
If the company is conducted properly 
it should. The expenses of organiza- 
tion have been provided by the prem- 
ium on capital stock. 

Q.—You have a large amount of in- 
surance that is loaded very lightly? 
A.—Well, that is non-profit insurance, 
non-participating. 

Q.—But it makes up a substantial 
item of your insurance? A.—Yes. 


Q.—And to that extent makes it 


non-profitable and takes away from 
the profit bearing policies? A.—I 
wouldn’t say that. no. 

Q.—We have discussed whether it 
ac\ually takes any money away from 
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those policies, but it forms a largé 
block of your insurance, and leaves 
only a relatively small block for par- 
ticipating business? A.—Then that 
block that is the larger block should 
bear the larger share of office man- 
agement expenses. 

Q.—But it is not loaded for that? 
A.—I think it is loaded for office man- 
agement. 

Q.—Sufficiently for office manage- 
ment? A.—Yes. 


Q.—Then these older companies are 
not measuring up to their estimates 
are they? A.—No. 


Q.—Then do you expect that a new 
company started now will be able to 
do it even as well as they can? A.— 
Well, we ought to dg as well at the 
end of twenty years as they do. These 
estimates are for twenty years. 

Q.—I see your company has issued 
almost ‘entirely deferred dividends? 
A.—Yes. 

Q.—Has it issued any quinquennial? 
A.—No. 

Q.—There is no quinquennial divi- 
sion of profits, and your policyholders 
cannot call on the company for .a 
division of profits until what year? 
A.—We have a few ten year endow- 
ment policies. Those ten year endow- 
ments must carry ten years’ profits 
with them. Then there are some of 
the other plans, some on the 15 year 
period, but most of them are 20. 

@.—The substantial business is on 
20, so that it will be 1923 before they 
can ask for profits? A.—Before See. 
will be alloted to them. 

Q.—Now in the meantime do you 
consider that those policyholders have 
any right to know what monéy is be- 
ing set aside to them? A.—Not ac- 
cording to the charter and their pol- 
icy conditions. 

Q.—They must wait until 1923 be- 
fore they are entitled to either any 
information about it or any payment 
of profits? A.—Yes. 

Q.—Then they are to get what the 
company allots? A.—Yes. 

Q.—Do you think that is a proper 
way to use policyholders? A.—Well, 
it is a princip!e that is in force in 
most businesses, that the directors 
have power to manage the business 
and to declare all the dividends to 
those who formed the company. 

Q.—You would not compare an or- 
dinary joint stock company with a 
life insurance company would you? 
A.—No, I would not, but still— 
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Q.—If the company retains the 
money it makes the assurance more 
valuable? A.—But the company can- 
not retain the money, the company 
must deal equitably with its policy- 
holders. 

Q.—By reason of public opinion? 
A.—Public opinion and competition. 

Q.—Then the only thing that com- 
pels a company to pay out profits is 
the public opinion that may be cre- 
ated if they fail to do it? A.—Well, 
of course in that you are excluding 
all idea of personal conception of what 
is right. We must not say that the 
management and directors of compa- 
nies are— 
~ Q.—I am talking now about what 
compels them to do it. The only thing 
that would compel would be _ public 
opinion? A.—No, that is not the only 
thing; there is public opinion, com- 
petition and their own ideas of right 
and wrong. 

Q.—Competition would govern to a 
great extent and what the company 
thought it was fair to provide. Do 
you think the Sovereign Life should 
be permitted to run along for twenty 
years without setting aside anything 
for its policyholders? A.—How do 
you mean? 

Q.—Tentatively appropriating it, 
making a fund, crediting it to their 
policies, keeping an account of their 
policies? A.—Oh no, of course you 
can make up the account at the end 
of the policy, but that would entail 
considerable labour on the company. 

Q.—Then the proper way to do it 
would be that? A.—To run along a 
current. account, " 

Q.—Are you doing that? A.—lI 
have not had time to do it yet, but 
I have instituted something along that 
line. 

Q.—To what extent have you insti- 
tuted anything? A.—TI have some of 
the record cards. I may say Mr. 
Papps quite thoroughly explained the 
system of individual accounting with 
each policy and I am quite in concur- 
rence with his ideas. 

Q.—You think that would be a good 
thing? A.—TI think that is an excel- 
lent thing. 

Q.—Have you discussed it with the 
management of the Sovereign? A.— 
Yes. " 

Q.—Has it been decided on? A.— 
It has not been definitely decided on, 
but I think Mr. Hoover has conclud- 
ed to let me have my ideas en- 
forced. : 
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Q.—Mr. Hunter asks me to bring to 
your attention that the older compa- 
nies by the Act of 1900 had to 
strengthen their reserves on old poli- 
cies within a certain time? A.—Yes. 

Q.—This company starting since the 
Act has had to make no change? A. 
—No change. 

MR. HUNTER: Which will give a 
better opportunity for profits in the 
immediate future. 

MR. TILLEY: Do you think com- 
panies started now have a_ better 
chance for profits than the companies 
that have been started for some time, 
would you agree with Mr. Hunter in 
that? A.—It depends on their sys- 
tem of allotting to policyholders, al- 
lotting partial profits to old policy- 
holders in force before they started 
to change their reserve. 

Q.—Have you changed the policy 
forms since you have been in the com- 
pany? A.—Not materially, no. . 

Q.—Do you think they are all actu- 
arially correct? A.—The policy forms 
are legally correct I think. 

Q.—Actuarially correct? A.—Well, 
the form of the policy I don’t think 
the actuary has much to do with. 

Q.—The rates and so on? A.—The 
rates and so on? Qh, yes. 

Q.—Supposing an option is given 
to an insured to withdraw in cash or 
take paid-up insurance or do some- 
thing élse when a certain time ar- 
rives, is it the idea with actuaries 
that the different options are all to be 
actuarially the same, of the same 
value? Giving him a choice which 
does not cost him anything to exer- 
cise? A.—Yes, I would think so, but 
in doing that you must recognize the 
fact that possibly the cash surrender 
value is the basis of the surrender. 
If you then decide to allow him the 
privilege of a paid-up policy, that 
paid-up policy must be calculated ac- 
cording to some single premium. Now 
actuaries might differ as to the proper 
single premium to select and in select- 
ing one single premium or. another 
you would arrive at different results 
for paid-up policies or different re- 
sults for extended insurance. 

Q.—On the basis that the actuary 
himself adopts the options should all 
be of the same value? A.—Yes, prac- 
tically the same. 

Q.—Have you examined the Sover- 
eign policies to see whether that is 
the case? A.—Not intimately, no. 

Q.—What would you say about this 
policy which is called ‘‘Whole Life 4 
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per cent. 20 Year Debenture Bond’’? 
What is supposed to be the amount 
payable at death under this policy? 
A.—If it is received in one sum at 
death it will be $1,160. | 

Q.—As a fact the policy is not pay- 
able in that way, is it? A.—WNo. 

Q.—It is payable how, $40 a year 
for 19 years and then $1,000 in the 
twentieth year? A.—With interest in 
advance for 4 per cent. for 20 years 
and then the thousand. 

Q.—So that that should mean that 
the policyholder or his representatives 
would be able to get $1,160 in cash 
as the equivalent of thatP A.—Yes. 

Q.—In your policy I see that you 
have a clause: ‘‘The assured may at 
any time direct that the payments 
due under this bond’ as a death claim 
be commuted at a rate not exceeding 
4 per cent. interest into a single pay- 
ment.’’ Computing it at that rate 
what would it produce? A.—You will 
notice it says ‘‘at a rate not exceed- 
ing 4 per cent.” 

Q.—Supposing 4 per cent. was used? 
A.—It would be $1,000. 

Q.—Is that a proper way to word 
the clause, that the company shall 
have a right at the end of the time 
to compute it at a rate not exceeding 
4 per cent. or should that state the 
rate? A.—If I had been wording it 
I would have worded it differently 
and I would have said at 3 per cent. 

Q.—Three per cent. is the proper 
rate, is it not, for this kind of pol- 
icy? A—That is the basis upon 
which that 116 is arrived at. 

Q.—That is the basis on which the 
policy is computed in other respects? 
A.—Yes. 

Q.—Then if this option in this pol- 
icy was intended to be a pure option 
and not something that would cost 


assured money to take, it should also ° 


be computed at 3 per cent.P A.— 
Yes, and I might say that I think 
there have been only three or four of 
those policies issued. I cannot tell 
you the exact number, but I think 
that everyone of them—there has been 
only one of our agents who has sold 
them at all—and there has been type- 
written on a clause stating that that 
commutation will be at 3 per cent. 
so that those who have assured under 
that policy have been at no disad- 
vantage. 

Q.—That was something, of course, 
that ‘we would not see in the policy 
itself, that is a special clause typed 
in? A.—Typed in, I think, every one 
of the policies that has gone out. 
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' Q.—Explain to me the features of 
this policy, ‘20 Year Guaranteed 
Compound Interest Gold Bond.’ A. 
—The assured pays a premium for 20 
years. At the time when each re- 
newal premium becomes due there is 
available to him 3 per cent. of each 
previous premium paid which he may 
receive as a reduction of premium or 
in cash or he may leave it with the 
company and the company will ac- 
cumulate such deposits at a rate of 
-3% per cent. and pay it to the assured 
at any time upon demand. Looked 
at in virtue of the first explanation, 
it is a reducing premium policy. That 
is it reduces it each renewal premium 
by 3 per cent. of what it was at the 
commencement. 

Q.—Then at the end of the dividend 
period the company undertakes to 
issue a paid-up policy for the same 
amount? A.—For $1,000, yes. 

Q.—And then there is an option 
that they will pay an income of 3 
per cent. per annum on that amount? 
A.—At the end of 20 years the policy 
provides that he may take the total 
interest accumulations plus the total 
surrender value or that he may accept 
those interest accumulations and con- 
tinue the policy in force. That is, if 
he leaves any cash with the company 
the company will allow him 3 per cent. 
on such cash left. 

Q.—Is not that rather a senseless 
provision, that the company will allow 
3 per cent., that is allow the man 
the ordinary bank interest that he 
could get by taking the money and 
putting it in the bank? A.—It has 
been done in i1gany cases. It is the 
company guaranteeing that man 3 per 
cent. on that deposit, which, I think, 
is rather an unsafe provision in the 
policy. 

Q.—The tendency of the policies is 
to run to a lot of these options now? 
A.—Yes. 

Q.—And that option doesn’t mean a 
great deal, does it? A.—If I were 
issuing a policy now I would want to 
exclude it from the company’s stand- 
point, because at the end of 20 years, 
when that policy matures the rate of 
interest may fall below 3 per cent. 
and this company is guaranteeing to 
pay 3 per cent. on a deposit, a rate 
which it is not sure of realizing. 

Q.—You would regard that pro- 
vision differently from what I would, 
because you say it would be rather 
unsafe to make that promise, whereas 
I thought it was just allowing the 
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man bank interest? A.—It is allow- 
‘ing the man bank interest at the pre- 
sent time and it -is guaranteeing tio 
pay it. 

Q.—Here is your Profit and Loss 
Statement. (Exhibit 290.) The load- 
ing on your first year’s premium was 
$5,154.75; and your expected death 
losses were $2,728.22. There were no 
actual deaths so that the whole of that 
was a gainP A.—Yes. ~ 

Q.—And that left total margins for 
your first premiums $7,882.97, and 
your expenses were about four times 
that, or $28,860.49? A.—yYes, that is 
four times the margins. 

Q.—Then it would take four years 
for the policies to catch up with their 
first year’s expenses? A.—Well, of 
course that is on a basis there of 
assuming the same mortality gains. 

Q.—Of course, quite so. That mor- 
tality gain was very favorable there, 
you did not have any deaths at all 
in the first year? A.—No, but we 
had some very heavy ones afterwards, 


and you cannot very well look at that 


in its individual light, because the 
company is not large enough to have 
had an average rate in the initial 
year. 

Q.—Quite so. Your loss in respect 
then, of first year business would, be 
$20,977.52? A.—Yes, I think our 
premium income was about $20,000 in 
the first year. 

Q.—Then your loading on renewal 
premiums was $10,381.36; and your 
expenses excluding taxes and so on, 
‘$25,987.83, so that your expenses of 
renewal business were 24 greater than 
the loading for the renewal business? 
A.—yYes, I would like to make an ex- 
planation there. 

Q.—Yes. A.—That in the outstand- 
ing and deferred premiums we have 
written off 40 per cent. 


~ Q.—That is what the Government 
write off? A.—Yes, well yes, it has 
been written off which would have 
served to increase those first year ex- 
penses by $1,200 odd and the renewal 
expenses by $4,000. 

~ Q.—Do you criticize that writing off 
a certain percentage from premiums? 
That is something the Gdvernment did, 
I know, but what do you say about it, 
is the Government correct in doing it 
or not? A.—We have paid out ad- 
vances which have been charged up to 
agents’ salaries and agents’ commis- 
sions, enough to put that on our 
books I think. I have not followed 
that out accurately, but I kind of 
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think that that is a little bit of an 
imposition on the company. 

Q.—You think it is a little hard on 
the. company? A.—Yes, it is putting 
expenses up higher than it will cost 
to get the business. 

Q.—What you say-in your memo. is 
that the full reserve having been put 
up on the premises that the whole 
premium should be allowed? A.— 
The whole net premium any way. 

Q.—Do you say that the whole net 
premium amounts to more than what 
the Government gives you credit for 
there? They have taken off 45 and 
20? A.—On the first year business, 
yes. 

Q.—And on the second and other 
years? A.—On the second year I 
would not say so, no. 

Q.—So that that would be about 
right for loadings. You see there is 
a third year there tooP A.—Yes, I 
know, but the third year would come 


right in with the renewal. 


Q.—Is it not fair to say 40 for first 

and 10 for renewals? A.—I would 
rather have said 25 for first and 10 
for renewals, 
-Q.—That is the rule the Govern- 
ment adopts anyway, that they take 
off from renewal premiums and from 
first year premiums not yet collected, 
40 per cent. and 10 per cent? A.— 
Yes, that is the rule they applied to 
us. 

Q.—Then your net expected death 
losses in 1905 were $8,956.54, and your 
actual death losses were $13,375. Now, 
I understand that in the company’s 
experience you had exceptional death 
lossesP A.—Yes, I would say so. 

Q.—Because instead ‘of having a 
gain on mortality, as companies usual- 
ly have, you have a loss on mortality ? 
‘A.—Yes, 

Q.—Your actual] death loss should 
be about 60 per cent. of the expected, 
comparing it with ordinary compan- 
ies after they have got well estab- 
lished? A.—Yes, it should be. I may 
state in connection with this that since 
the inception of the company there 
have been $20,000 death claims, and I 
think we can only put down 2 of them 
to what you might call legitimate 
cases of disease. We had a man who 
suicided, took illuminating gas; 
another fellow had a boil cut out of 
his neck and he died; another man 
was accidently shot; another man 
poisoned himself and a man died of 
disease which should have been fore- 
seen I think in the application, but 
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was not. There have been several 
causes which have forced that up. 

Q.—In 1905? A.—Yes. 

(.—That is to some extent your 
company’s misfortune in the year 
1905? A.—Yes. 

Q.—It serves to bring your profits 
for the year lower than — A.—Lower 
than they should have been. 

Q.—Than they should have been 
taking the ordinary run of things? 
A.—Yes. 

Q.—You received from. dividends 
and rents $13,977.03. Less required 


to make good the reserve $3,477.68. 


Showing a profit in that item of $10,- 
499.35. Vhen you have increases in 
market values a profit of $4,977.09. 
Reserves released by surrender and 
lapsed $6,061. I*see that there are 
no surrender values allowed. I sup- 
pose that that is because the company 
has not been in existence long enough? 
A.—No. 

Q.—The surrender values will com- 
mence next year? A.—Yes, with this 
report, 

Q.—Taking this report as it stands, 
your profits were $21,537.44, and your 
losses $41,002.45, showing the net 
losses for the year $19,465.01, which 
is partly accounted for as you say, by 
the exceptional death losses in that 
year. What would have been an aver- 
age death loss for that year? A.— 
I would have said about $7,000. 

Q.—And that would be about $6,000 
less than what the death loss really 
was? A.—Yes. 

Q.—Is there anything else you would 
like to say about that? A.—Yes, in 
this connection I would lke to say 
that that $19,000 you show there net 
loss was foreseen by the directors in 
the organization of the company in 
having this premium paid in upon 
the capital stock. That was collected 
to organize the company and provide 
for organization expenses and also to 
provide for the necessary impairment 
which would come, so as to have the 
company come through its organiza- 
tion period with its capital ‘stock 
practically unimpaired, 

(Profit and Loss Statement now filed 
as Exhibit 290). 

Q.—That is the usual result with a 
young company? A.—Yes. 

Q.—And you were seeking to keep 
a fund there so that the capital would 
not be impaired? TI believe that on 
the basis of the Government change 
in your Report, taking the 40 per cent, 
off outstanding first year premiums 
and 10 off the outstanding renewals 
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that it made the impairment of capi- 
tal at the end of 1905 how much? 
A.—$2,700. 

Q.—That being somewhat different 
from your figures which did not take 
off that 40 and 10 per cent. which you 
have mentioned? A.—Yes. 

Q.—Now I notice that in the last 
annual President’s address, Mr. 
Hoover, in moving the adoption of 
the report, said, amongst other things, 
‘‘the mortality experience of the com- 
pany during the year’’—that is the 
year 1905—‘“‘is something higher than 
the previous year but is within the 
amount provided in our calculations 
for that purpose.” Is that right? 
A.—No. 

Q.—Then it should not be there? 
A.—It would be better not there. 


Q.—Then I have gone over your 
income over expenditure, constituting 
different years and I_find that your 
total income since the company was 
organized is $503,138.33, and expendi- 
ture $173,085.74, so that your excess 
of income over expenditure constitut- 
ing your net ledger assets, $330,052.59. 
This does not show your liabilities. It 
is just receipts and disbursements? 
A.—Yes. 


Q.—This statement shows the total 
amount received for calls on capital 
$225,595.68, and the premiums on the 
capital stock were $87,313.44. I notice 
that in 1905 you paid out on a policy 
$875 more than the amount of the 
policy? A.—That is two stock poli- 
cies, that increasing insurance policy. 
That was carried in our books at the 
original face, and the one was $5,000 
with two premiums paid on it, which 
made an increase of $500 and another 
of $2,500 with three premiums paid. 

Q.—That explains it. I did not 
know how that was. I notice that in 
speaking of the estimates the litera- 
ture issued by the company contains 
this statement: ‘‘The illustrations of 
cash profits and equivalent value in 
paid up assurance and annuities given 
in this book are based upon actual 
settlements of similar policies matur- 
ing in other companies* and will pro- 
bably be realized.’’ Is that speaking 
of the estimates you prepared? A.— 
Yes, I think that wording was in the 
original estimate and I know in-get- 
ting it up I compared with a number 
of the actual results of the New York 
companies, the Equitable and New 
York Life as they published them. 

Q.—And that is the way you com- 
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puted them? 
that way. 


Q.—They were made up by compari- 
son? A.—To a great extent by com- 
parison. Same calculations were made. 
Could I make a statement regarding 
that mortality and Mr. Hoover’s re- 
port? They were taking the expected 
mortality on an Hm. basis. I think 
you will find that our mortality was 
about equivalent to or slightly within 
the Hm. I don’t want to say that 
authoritatively, but my recollection is 
that it is. : 


Q.—Here is the simple statement: 
“The mortality experience of the com- 
pany during the year is somewhat 
higher than the previous year, but is 
within the amount provided in our 
calculations for the purpose.’’?’ A.— 
Well, I guess my previous statement 
then must stand. 


Q.—Mr. Hunter says he thinks you 
were the authority for that state- 
ment. 

MR. HUNTER:- Yes, that the 
amount of the expected mortality was 
about $14,000? A.—That was using 
an Hm. for calculating it. 

MR. HUNTER: So _ that _ Mr. 
Hoover had warrant for stating that? 
A.—Yes, I know Mr. Hoover was not 
making a‘statement to deceive or any- 
thing like that. 

MR. TILLEY: No. Then we will 
put in the claim papers as Exhibit 
291. 

MR. GEARY: Have you got a 
statement, Mr. Gould, of the cost of 
the first year business of the com- 
pany? A.—Yes. 

MR. TILLEY: You were going to 
look up and ascertain what non-par- 
ticipating policies were issued? A.— 
Before that printed pamphlet went in 
force J think there were two. 

Q.—Whose were they? A.—QOne was 
Mr. Burns. 

Q.—Was one Mr. Hoover’s? A.— 
No. 

Q.—You are not referring to stock 
policies? A.—No, 

Q.—Outside of that there were two 
policies issued in the ordinary course 
of business? A.—In the ordinary 
course of business, on another com- 
pany’s rates, : 

Q.—So that was the extent of the 
insurance written by using other peo- 
ple’s rates? A.—Yes. 


A.—Yes, practically 


MR. T. ALLEN recalled. 


MR. TILLEY: Now, Mr. Allen, did 
you find those notes? A.—George H. 
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White, Sussex, a note dated February 
10th, 1903. That is the original note. 


Q.—Then on January 23rd you had 
no note of his? A:—Yes, we had. I 
think there was another note of his 
which came due afterwards. There 
were ‘two notes. I thought that was 
what you asked for to that daté. 


().—I am asking for the notes that 
represented some of these payments 
stated in the return made to the Gov- 
ernment and supposed to be cash, 
which you now say may have been 
partly notes. I want to know whether 
there was any note from White; a 
note given in February will not an- 
swer for the statement given on the 
23rd January? A.—Yes, I have the 
same man, George H. White, Novem- 
ber 24th, a note for $521, paid. 


Q.—Then see if there is any note 
from John H. Connor. Even in the 
case of White, you would not have 
the amount of cash credited including 
the note? A.—Yes. 

Q.—A note given in February can- 
not be taken into account? A.—Yes, 
we took both notes into account. 

Q.—Did you make up this state- 
ment, is this in your own handwrit- 
ing? A.—TI think it is. 

Q.—Isn’t it the fact that you com- 
puted in that outside column just 
what should be paid and not what 
the books show at that time was paid? 
A.—It was understood when I made 
up that, I understood that it was 
covered by the cash that was paid and 
also the notes that were coming due. 

Q.—Didn’t you just put in the out- 
side column the amount of the call 
and what the man owed on the stock. 

MR. HUNTER: The fact was the 
amount paid, plus $29;000. 

MR. TILLEY: Mr. Hunter says 
that it was the amount paid by the 
shareholders plus the $29,000 raised on 
the note. Were you professing to put 
here an exact record of the sharehold- 
ers’ shares in your company or not? 
A.—I was, yes. 

Q.—Then where did you get this 
information from, this outside col- 
umn? A.—From our books. 

Q.—And how did you get these 
amounts? In every case it is either 
just the amount that the man had 
paid or was compelled to pay? A.— 
Yes, 

Q.—Throughout the list, including 
Mr. Hoover’s and Mr. Hoover had 
not paid and he had not given any 
note? A.—He had given a note, but 
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it was not entered in this book, it 


was considered as cash. 


Q.—Taking this all the way through, ~ 


every item in this outside cblumn 
is just 25 per cent. of the amount in 
the inside column? A.—It shows the 
exact amount of the first call. 

Q.—And in order to show that that 
money was in the company’s hands 
you had put out a note in the Im- 
perial Bank and got that amount of 
cash represented in the funds of the 
company? A.—Yes. 

Q.—And you say that if you had 
understood that you would not have 
made this declaration? A.—I would 
have qualified it. 

Q.—You would not have chosen to 
say that the sections of the Act had 
been fully complied with? A.—No. 

Q.—Did you get me the proxies for 

the policyholders? 

' MR. HUNTER: I have them. 

MR. TILLEY: Are these the prox- 
ies? A.—I don’t know, I didn’t have 
charge of them. 

MR. HUNTER: - All but the 1906 
crop. We could not get into the 
deposit vault this morning. 

MR. TILLEY: Were these in your 
custody? A.—No. 

Q.—Where are they kept? A.—In 
the office in the vault. 

Q.—Under whose charge, Mr. Hoov- 
er’s, or just in the general way that 
all papers are kept? A.—In the gen- 
eral way that matters of that kind 
are kept. Locked up in the com- 
pany’s box. 

Q.—You could get them, could you, 
at any time? A.—Yes, those I could 
get at any time, but the others I 
could not, because they are downstairs 
put away. 

Q.—Do you know how many there 
are downstairs? A.—I do not. 

Q.—Do the agents get these proxies 
when the policyholder takes out insur- 
ance? A.—No, they do not. 

Q.—Do they ever try to get them 
then? A.—I don’t think so. 

Q.—They are .dated at all seasons 
of the year. It has some appearance 
of the agent getting these proxies 
filled out when he takes the appli- 
cation. Here is one dated the 10th 
July. There was no annual meeting 
on then? A.—No. 

Q.—The ‘annual meting was held 
early in the year. Here is the cir- 
cular. (Read and filed as Exhibit: 
No. 292.) The form of proxy is at- 
tached and has a clause at the end 
that it shall not be used or voted at 
any meeting of the company at which 
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the policyholder is present in person. 
You cannot say how these come to 
be signed? A.—They are sent out to 
the policyholders and they ‘sign and 
return them at their leisure and that 
makes the difference in their dates. 


MR. HOOVER, recalled : 

MR. TILLEY: Mr. Hunter wants 
me to bring out the fact that you have 
no unauthorized investments? A.— 
None. Our investments are all in’ 
municipal bonds. 

Q.—And you have not had any in- 
vestments that you have had to take 
out on the 3lst December and put in 
again on the 2nd January? A.—No 
sir, our skirts are clear of that charge. 
. Q.—And you have no subsidiary 
‘securities company? A.—No. 

Q.—And then he asks me to ask if 
the company has any _ entangling 
alliances. I do not think I should 
ask that. I do not think you had 
better press that question. 

By MR. GEARY: Before under- 
taking the work of this company you 
were in the field actively as an agent, 
were you not? A.—yYes, my experi- 
ence was for 26 years. 

Q.—How long since you gave up 
active work in the field? ~ A.—When 
I undertook the organization of this 
company. 

Q.—Some 4 years agoP A.—No, I 
had acted as Liquidator of the Coven- 
ant Mutual and had wound up that 
company under the direction of the 
Court. Then I determined to estab- 
lish a company myself. 

Q.—You have not been so long out 
of the field as to be unable to represent 
to some extent the views of the in- 
surance agents? And the answer they 
may make in regard to this rebating 
charge placed against them? A.—I 
understand the field part of it thor- 
oughly. 

Q.—What is the agents position 
in regard to rebating? A.—I think 
the agents position is a very hard one 
at the present time. é 

Q.—Why has he to give these re- 
bates? A.—The fault lies largely with 
the companies themselves. 

Q.—In what way? A.—TIn encour- 
aging it, winking at it, suggesting it. 

Q.—The agent doesn’t want to do 
it? A.—The agent doesn’t want to ~ 
give away his money any worse than 
you and I do. 

Q.—The agent could make as good 
a living with a less commission if he 
were not encouraged or practically 
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told to rebate? A.—The difficulty has 
grown out of the American companies 
giving bonuses. 

Q.—It has been followed too, I under- 
stand, in this company, the giving of 
bonuses and prizes. Do you do that 
at all? 
stop it. 

Q.—What action would you. suggest 
that would assist in stopping rebat- 
ing? A.—You can stop it in twenty- 
four hours. Kat 

JUDGE MacTAVISH: Would it be 
absolute prohibition, in twenty-four 
hours? A.—Yes sir, I think you could 
stop it in twenty-four hourg and I 
will give you the formula. I would 
fine the company $1,000 for the first 
offence, cancel the license for the sec- 
ond, imprison the agent and void the 
policy. JI think if you place that Act 
on the bookshere won’t be any more 
rebating. 

MR. GEARY: It comes to this, that 
you, in common with some of the 
newer companies, agree that it is the 
pressing for business on the part of 
the companies that produces the re- 
bating evil? A.—yYes, it is the high 
pressure business and the agent is 
forced into it. 

Q.—Practically told by his company 
to do it? A.—No doubt of it. . The 
company is to blame. The agent prac- 
tices it because he has to. 

MR. KENT: Then when the com- 
pany throws the entire blame on the 
agent— A.—They do wrong. 


Q.—They are simply making him 
a scapegoat for their own iniquity? 
Ay os! 

MR. GEARY: That is practically 
what was done in the earlier stages 
of the Commission. We were led to 
believe it was all the agents fault. 
In your experience you got pretty 
well on to the ways of agents as they 
worked? You never misrepresented a 
policy to an applicant in any way? 
A.—If I did it was in my earlier ex- 
perience when perhaps TI did not 
understand the contract. 

Q.—Do you think there is any mis- 
representation? A.—Yes, on the part 
of new beginners perhaps. TI don’t 
think a practical life insurance man 
requires to do that: on the contrary 
I think he injures himself if he under- 
takes it. 

Q.—In what direction would it be 
made? A.—Sometimes it is done by 
selling a limited payment life policy 
for an endowment. 
practised. 


A.—No sir, we have tried to 


That has been 
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Q.—Do you suppose that misrepre- 
sentation could be broadly remedied 
by forcing the agent to leave with the 
applicants their representations in. 
writing? A.—I don’t think that would 
help matters at all. 

Q.—You don’t think an estimate if 
made should be left with the appli- 
cant? A.—I think the estimate should 
be forbidden. 

Q.—Assuming that they are given, 
should they be made use of verbally? 
Or should not the company be held 
liable to the extent of a written state- 
ment of assets left with the applicant? 
A.—No, because the agent might give 
out a statement which might bind the 
company. 

Q.—No, they would be bound only 
by the written estimate left in the 
hands of the applicant? A.—But in 
the written estimate the figures might 
be wrong. Suppose when he gets the 
policy it turns out different. He 
doesn’t compare it, puts it away in his 
desk and it comes up in after years. 

Q:—I mean to say, the company 
might issue a printed estimate? A.— 
No, the company don’t issue the esti- 
mates, the agent does. 


Q.-~Should not the company’s esti- 
mates be furnished to the agents in 
writing if they are to be wsed at all? 
A.—I think so. f 

Q.—And possibly it might go further 
and give other particulars that are 
essential to the understanding of the 
policy? A.—I think the estimates 
ought to be wiped out entirely. The 
contract itself is good enough, and if 
properly represented the business can 
be secured. 

Q.—You would agree then that 
any strengthening, as it were, of the 
applicant’s position by the forcing of 
the agent or company to leave their 
representations in writing would be a 
fair thing to the company and a good 
thing for the business? A.—I think 
that would be an injustice to the com- 
pany; it would place it in a rather 
perilous position. 

Q.—There is a field for misrevresen- 
tation, though, and if you will par- 
don me it would strengthen the com- 
pany as to what he would secure, a 
by what they had issued in printed 
form and not by what was misrepre- 
sented by the agent? A.—If the agent 
delivered to the applicant in advance 
a statement under seal of the com- 
pany as to what he would secure a 
written statement, then that would be 
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correct; but that must come from the 
company. 

Q.—You would favour such a 
course? A.—I would have no objec- 
tion to. it. 

Q.—Doing away with verbal mis- 
representation where it exists? A.— 
We do_it now if it is required. 

MR. KENT: In reply to a remark 
of Mr. Tilley that your contract was 


an everlasting one, you said: “I will, 


say this, if there is any considerable 
number of shareholders or policyhold- 
ers of this company want this contract 
terminated I will terminate it in 
twenty-four hours.’’ A.—Yes, sir. 


Q.—Will you state just what amount 
of insurance you had in mind _ that 
would furnish the requisite demand to 
terminate .that contract? A.—Well, 
at the rate we are going, to be safe 
we will probably at the expiration of 
six years have about four millions of 
business on the books. That would.be 
$4,000 at $1 per $1,000. That added 
to my salary of $2,500 would be about 
$6,500. 

Q.—Does that mean that if four 
millions of insurance asked to have 
your contract terminated, that you 
would terminate it? A.—What do 
you mean? 


Q.—Supposing that some time in the 
distant future, the policyholders of 
the company say, they do not want 
Mr. Hoover, what amount would be 
required to give you the~ necessary 
notice under this offer that you made 
yesterday? A.—The amount could be 
computed by the actuary and whatever 
that was would be quite satisfactory. 


MR. HUNTER: You do not under- 
stand the Commissioner’s question. 
May I interrogate him? 


MR. KENT: Certainly. 


MR. HUNTER: The Commissioner 
is drawing your attention to the fact 
that yesterday you volunteered that if 
any considerable number of  share- 
holders or policyholders were dissatis- 
fied with the arrangement between you 
and the company that you would ter- 
minate it. The Commissioner is ask- 
ing you to define what you would de- 
fine to be a considerable number. A. 
Oh, I see. Well, it would not require 
a very large amount of discontent at 
the next annual meeting.. I think I 
shall voluntarily do it. 

MR. KENT: Then you have not 
stated what is the considerable num- 
ber? A.—I don’t desire to do that 
at the present time. 
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Q.—Would it not have been better 
not to have made that reply to the 
question? The: considerable number 
may be just what you choose. Your 
evidence has been very straightfor- 
ward right through and it is for that 
reason I give you the chance to am- 
plify. A.—Well, my idea is to let 
that contract run until the expiration 
of six years and then terminate it 
voluntarily. The business on the books 
of the company at that time will not 
exceed, so far as I can foresee, about 
four millions of insurance. 

Q.—Then it means really nothing? ~ 
A.—It means this, that should I die 
before the expiration of the next three 
years, the money that I am receiving 
would not be any allowance for the 
advances that I have made to the com- 
pany, the money that I have given to 
them voluntarily. There would be no 
repayment for what I have done. 

MR. KENT: As an_ individual 
member of the Commission I may pos- 
sibly be disposed to agree with you. 
I am speaking now though as a sort 
of self-constituted representative of 
the policyholders in this particular 
matter and it is as representing them 
that I give you the opportunity of 
saying just what amount of insurance 
in force at any particular time, you 
would require to accept a notice to 
terminate your contract. Of course 
there is nothing that binds you to 
give any amount? A.—Well, I am 
not in a position to make a statement 
at this time. You must recollect that 
I have performed the duties of Presi- 
dent and Managing Director; not 
cnly that but I have been Superin- 
tendent of Agencies for this company ; 
made all its contracts; travelled from 
the Atlantic to the Pacific. I have 
received $2,500 a year and I have 
saved that amount that would have 
been paid to a Superintendent and 
IT have saved the President’s salary. 

Q.—I put the question because you 
yourself volunteered the statement? 
A.—I may say that under my present 
contract I would be willing to accept 
a salary of $7,500. 

Q.—Can we put that down that you 
would be at any time ready to com- 
mute all the advantages by an annual 
payment of $7,500? A.—Well you 
suggest it as an equitable settlement. 

Q.—I certainly would. A.—Then I 
will accept it. 

MR. TILLEY: For how long is this 
contract? A.—Until the next annual 
meeting. 
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MR. TILLEY: Then, your Honours, 
I propose not to take any more evi- 
dence to-day, but to ask for an ad- 
journment to London to-morrow. 

JUDGE MacTAVISH: We will meet 
then in London to-mororw morning 
at 10 o’clock and we will be here 
again on the 9th day of July at half 
past ten in the morning. 


(At 1.80 Wednesday, 27th June, ad- - 


journed to 10 a.m. on Thursday, 28th 
June, at London.) 


FORTY-NINTH DAY. 
MORNING SESSION. 


Resumed at the Court House, Lon- 
don, June 28th, 1906, at 10 A.M. 

Mr. Tilley puts in account of pay- 
ments for Mr. Hoover’s capital stock 
in the Sovereign Life Assurance Com- 
pany, which was marked as exhibit 
2938. 


LONDON LIFE INSURANCE COM- 
PANY. . 


Edgar Jeffery appeared for the 
Company. 

JOHN G. RICHTER, sworn, exam- 
ined by 

MR. TILLEY: Q.—What position 
do you hold in the London Life In- 
surance Company? A.—General Man- 
ager and Secretary of the Company, 
and advising actuary. 


Q.—How long have you been man- 
ager? A.—Since 1883. 


Q.—For a time did you do all the 
actuarial work for the company as 
well, or had you any other actuary 
assisting youP A.—Up to I think 
1901 if I remember rightly I was the 
actuary, but during part of that time 
the present actuary was my assistant, 
I cannot recall now from memory the 
date when he became actuary. 

Q.—At the date you mentioned, or 
about that date a change was made, 
and you ceased to be looked upon as 
the working actuary? A.—Yes. 

Q.—Up to about what year? A.— 
1901 I think was the date. Mr. Reid, 
the actuary, can correct me. 

MR. REID: That is correct. 

MR. TILLEY: Q.—You have not 
been associated with the company 
since its original incorporation? A. 


95 


London Life Ins. Co 
(John G. Richter, Ix’d.) 


—No, it was about nine years old 
when I became connected with it. 


Q.—It is not a company that can 
be regarded as one of the younger 
companiesP A.—Not exacty. 


Q.—The company was incorporated 
by the Ontario Legislature? A.— 
Yes. 

Q.—By an Act of Parliament? A. 
—Yes. 

Q.—And subsequently obtained an 
Act from the Dominion Legislature 
which had to be amended a year after 
it was granted? A.—That is right. 

Q.—The original Act was in 37 Vic- 
torla 1874, chapter 85, the persons 
incorporated were Edward Harris, 
William Woodruff, John Walker, 
Joseph Jeffery, and James Magee, of 
the City of London, Esquires. The 
company was incorporated, the capi- 
tal stock being $100,000, divided into 
1,000 shares of $100 each; has the 
capital been increased by the subse- 
quent Acts? A.—Yes sir. 


Q.—What is the authorized capital 
now? A.—The authorized capital is 
a million, 


Q.—How much of that has been 
subscribed? A.—$250,000. 


Q.—25 per cent. of it? A.—Yes. 


_ Q.—Just to complete that part of 
it here, the paid-up capital I think 
is $50,000 at the present time? A.— 
At the present time. 


Q.—So that there is 20 per cent. 
palds eA:—Yes 

Q.—And 25 per cent. subscribed? 
A.—Yes. 

Q.—This Act gave authority to 
increase the capital stock at any time 
to an amount not exceeding $500,000, 
but no subscriptions were to be valid 
unles ten per cent. shall have been 
actually bona fide paid thereon with- 
in five days after subscription into 
one or more of the chartered banks 
of this province; was advantage taken 
of that section? A.—There was some 
increased capital, you have the dates 
there; I cannot state from memory 
because I was not with the company 
then. 

Q.—1874, that would be under this 
Act; it says the original subscribed 
capital was $112,500; the authorized 
capital here is $100,000, so that that 
indicates there must have been some 
increase under the old Ontario Act? 
A.—Yes. 

Q.—Then it refers to the liability 


. of stockholders to the amount of their 


unpaid stock; it provides for direc- 
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tors, and by section 9 the Act gave 
the company power to establish mu- 
tual benefit societies, or it might form 
distinct classes of life insurance pol- 
icyholders on the mutual principle 
solely; was advantage taken of that 
section, Mr. Richter, do you know? 
A.—It was in 1883. : 


Q.—Would that be under that Act? 
A.—It was under that Act then in 
contemplation of taking out a Do- 
minion Charter or Act of Incorpora- 
tion. 


Q.—What was done in 1883 in that 
regard? A.—Have you reference to 
taking out of the Dominion charter 
or Act of Incorporation ? 

Q.—No, to establish this mutual 
benefit class of insurance? A.—Up 
to about the middle of 1883 the busi- 
ness of the company had been conduct- 
ed entirely on the non-participating 
plans, that is the company was a 
non-participating life and accident in- 
surance company. 


Q.—They had both powers combin- 
ed. under this Act? A.—Yes, under 
the Ontario Act. The business of the 
company, its plans were changed then 
to the with-profit plans, that is with- 
profit policies were issued mainly 
after about the middle of 1883, so 
that prior to that the company had 
been treated entirely as a stock com- 
pany? A.—Yes. 

Q.—The profits going entirely, to 
the shareholders? A.—Yes. 

Q.—Subsequent to that date this 
profit sharing plan with policyholders 
was established? A.—Yes. 


Q.—With-profit sharing plan as 
continued down to the present time? 
A.—Yes. 


Q.—What is your view, and I ask 
you that, just your own view person- 
ally, and not asking you to state it 
for the company, as to the advisa- 
bility of mixing up the two classes of 
insurance, the participaing and the 
non-participating business in one com- 
pany, or have you any view on that 
subject you care to express? A. 
That would depend very largely upon 
the manner in which it was mixed 
up. 

Q.—What do you mean by that? 
A.—I think if each class of policies, 
that is if any profit or loss resulted 
from each class of policies should 
go in a certain direction to be dealt 
with in a definite way, I do not think 
they should be mixed up at all. 


Q.—That is what we want to bring 
your attention to, to put it mildly 
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we find that in some companies there 
is no exact division between the two 
classes of insurance kept, death losses 
are not charged in the non-partici- 
pating to this class and the death 
losses of the partictpating are not 
charged to the funds of that class, 
and so on; conducted in that way 
what do you say as to the propriety 
of having the two classes of business? 
A.—I should think it would be very 
difficult to apportion the profits in an 
equitable manner; they might arrive 
at it fairly closely but I do not think 
it would be accurate at any rate. 


Q.—If there was a chance of erring 
would you anticipate that the parti- 
cipating policyholders would suffer or 
the non-participating policyholders 
suffer in the way the business has 
been carried on in Canada? A.—I 
do not see how the non-participating 
policyholders could suffer, because the 
contract with them is a definite one, 
no matter what the company made 
the premium is the same. 


Q.—They pay a definite premium 
and they get a definite result, and it 
cannot be lessened and it cannot be 
increased? A.—Yes. 


Q.—Might there be a loss in re- 
spect to that particular class of the 
business? A.—There might. 


Q.—You are speaking now about 
insurance as you know it to be car- 
ried on in Canada? A.—Yes. 


Q.—You say you believe in years 
past that some companies may have 
been sustaining a real loss on their 
non-participating business? A.—I 
would say that would be possible, I 
have no knowledge of course of that. 


Q.—I am asking you as an insur- 
ance man from the rates used and all 
the other circumstances you know 
about—I am told the non-participat- 
ing death rate is higher than the par- 
ticipating P A.—I think that has been 
the experience of most companies. 


Q.—What is the reason for that? 
A.—The only reason that I have been 
able to satisfy myself on with regard 
to that is that in the general way 
the lower the premium in respect of 
any particular kind of insurance the 
greater the risk, in a general way; 
for instance term insurance, an ap- 
plicant who feels he is not quite as 
good a risk as he might be, or ought 
to be will give himself the benefit of 
the doubt and he will select the plan 
which will cost him the least as a 
rule if left to his own volition. 
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Q.—I suppose it is perfectly obvious 
that the lower the rate the nearer 
you are getting to where you would 
lose money ? A.—I think that is 
obvious. ' 

Q.—And with the participating rate 
you have a higher premium? A.— 
Yes. 


Q.—So that there is that element 
of safety that does not exist in a non- 
participating risk? A.—Just so. 

Q.—Do you express it as your view 
that companies should be required to 
discriminate all along the line as be- 
tween their non-participating and 


their participating business in keep- ~ 


ing their accounts? A.—No, I would 
not like to say that was absolutely 
necessary ; so much would depend up- 
on circumstances. If for example the 
profits of the non-participating busi- 
ness went to the credit of the parti- 
cipating business, and there were any 
profits in that particular class the 
only question that would have to be 
considered would be whether the rates 
of the non-participating business were 
sufficiently high to admit of the com- 
pany carrying on the business with- 
out loss. 


Q.—How can you know that unless 
you carry the whole thing separate 
in the books? A.—That can be ascer- 
tained periodically with probable ac- 
curacy, in fact it can be ascertained 
periodically I think with greater 
accuracy than would possibly be the 
case as you go along, because the fluc- 
tuations are so great from year to year 
that those fluctations would be eli- 
minated in a large part. 


Q.—What would you say to the pro- 
position that mutual companies should 
do participating ‘business, and ccem- 
panies with capital stock should do 
non-participating business only? A. 
—I do not catch your question. 


Q.—That a company that is a mut- 
ual company should carry on partici- 
pating business entirely, and the com- 
pany that is a stock company carry 
on a non-participating business? A. 
—I think a company that is a purely 
mutual company ought not to do any 
other kind of business. 


Q.—But what would you say to 
that, that a company to carry on par- 
ticipating business must do away 
with the capital stock and become a 
mutual company? A.—I do not think 
that would follow. 

Q.—At any rate should there not 
be abiolute representation of the pol- 
icyholders on the Board and in the 
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Directorate ? 
pany? 

Q.—Yes? A.—I certainly think so. 
_Q.—If a company is to do a par- 
ticipating business then the persons 
for whom the directors are trustees 
should be willing that some of those 
policyholders should be on the Board ? 
A.—I think they should have an op- 
portunity of knowing what is being 
done with their money. 


_Q.—Your company now has a pro- 
vision for policyholders being on the 
Board? A.—We have had since 1883. 


Q.—From memory I think that cer- 
tain directors are policyholders re- 
presentatives entirely in your com- 
pany? A.—Yes. 

Q.—The policyholders have a dis- 
tinct vote for their own men? A.— 
Yes sir. 


Q.—Not more than half of the 
Board, is that the provision? A.— 
One-half the number wf the stock- 
holders’ directors are enititled to be 
policyholders’ directors; that would 
be one-third of the Board, that is the 
whole Board. 


Q.—Is a shareholder eligible to be 


A.—In a mixed com- 


‘appointed a policyholders’ director? 


A.—He would be, there is no dis- 
crimination there; he must be a pol- 
icyholder. 


Q.—Have you any directors who are 
policyholders and not shareholders? 
A.—Yes sir. 


Q.—How many? A.—Two at pre- 
sent out of three. 

Q.—Two out of your three policyhold- 
ers’ directors are policyholders merely 
and not shareholders? A.—Yes. 


Q.—The other third man is a snare- 
holder and policyholder both? A.— 
Is a shareholder to a small extent 
only. 


Q.—If you are going to carry the 
argument out properly should not 
these men be policyholders only? A. 
—It might be preferable in some re- 
spects, tioagh I do not think that 
absolutely follows. 

Q.—Tell me whether in your actual 
experience in the working of the com- 
pany you have found any benefit to 
result from that division of your 
Board? A.—It is pretty difficult to 
say what benefit has resulted from it. 
It is difficult to say what might have 
been the result if it had been other- 
wise. 

Q.—You cannot tell what you have 
prevented? A.—No. 


1508 


49th day, London, June 28, 1906. 


Q.—There is an element of safety 
there you thinkP A.—I think so. 


Q.—What special duty would the 
po.ucyholders’ director have to _ see 
that the profits are properly divided? 
A.—There is no doubt that being elect- 
ed to represent the policyholders it 
would be his duty to look afer the in- 
terests of the policyholders. 


Q.—That would be his chief duty? 
A.—Yes. - 

Q.—Watching division of profits? 
A.—Yes, and generally seeing the af- 
fairs of the company would be con- 
ducted upon lines that would not be 
inimical to the policyholders’ inter- 
ests. 

Q.—Probably as j: 
est benefit would be just being there 
to see that certain things do not arise 
that might arise? A.—QOn the prin- 
ciple that prevention is better than 
cure. 

Q.—The company are given power 
to borrow money on the security of its 
debentures to an amount not exceed- 
ing one-half the paid-up amount of 
its capital stock, and ten per cent. 
on the amount of the company’s as- 
sets requisite for the re-insurance of 
the company’s out-standing risks; is 
that clause of any use? A.—It never 
was availed of at any rate. 

Q.—Do you regard it as a clause 
that is any use in charterg of insur- 
ance companies? A.—I would not 
think so; 1 do not know of any use 
in a life insurance company, because 
the life insurance companies do not 
issue debentures. 

MR. LANGMUIR: Should they be 
prohibited from issuing debentures? 
A.—I do not think it is the business 
of life insurance companies to _ issue 
debentures, I would not think. I 
ought to perhaps say by the term de- 
benture I mean debenture in the 
ordinary acceptation; there are pol- 
icles called debentures. I do _ not 
mean that. 


MR. TILLEY: You do not mean 
the debenture policy? A.—No. 

MR. KENT: I suppose what is 
called a debenture policy you do not 
look upon it as anything else but a 
misnomer, it is not a debenture? A. 
—It is merely a name, and is not 
applicable. 

Q.—In your opinion do you think it 
is a proper name to give to a policy? 
A.—I do not think so. 

MR. TILLEY: I suppose you agree 
with some others that the insured 
does vot always read his policy, put 
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it mildly, and is taken with the 
name? A.—I think there is a good 
deal can be said in favor of that con- 
tention. 


Q.—You took an entirely new Act 
from the Dominon? A.—Yes. 


Q.—In 1884, 47 Victoria, chapter 89, 
and 48 and 49 Victoria chapter 94; 
and 54 and 55 Victoria chapter 117, 
the last~ Act being in the year 1891; 
these three are the Dominion Acts? 
A.—Yes. 

V.—Had you prior to this Domin- 
ion Act.carried on business in any 
other Province than in Ontario? A. 
—No sir. 

Q.—Had you decided to change in 
that regard? A.—Yes, at that time. 

Q.—What other districts did you 
intend to cover? A.—We had in 
mind we might probably want to ex- 
tend over the entire Dominion in 
time. 

Q.—You started then toapply fora 
Dominion charter? A.—I might say 
in that connection there were also 
other reasons, there wags some doubt 
expressed by Christopher Robinson, I 
think it was, to whom the matter was 
referred whether the company had 
as wide powers under their Ontario 
Act as they ought to have to _ pro- 
perly carry on the business of life in- 
surance on the with-profit plans. He 
advised that as it was so easy to get 
a Dominion Charter that that was 
probably the better way out of it. 

Q.—Section one provides that the 
London Life Insurance Company in- 
corporated under the Provincial Act 
should be continued with all the 
powers, privileges and rights herein- 
after mentioned. The capital to be 
one million dollars, to be divided in- 
to ten thousand shares of $100 each, 
of which 2,230 shares shall be those 
already issued as hereinbefore men- 
tioned. Section three provides that 
the members of the company shall be 
all the shareholders of the company at 
the time the Act takes effect, and all 
who in future shall become sharehold- 
ers. Section four provides: (Reads 
the whole of section four). Has that 
clause ever been taken advantage of? 
A.—Not under that Act. I may say 
that Act was never taken advantage 
of at all because of a clause incor- 
porated later on which made the Act 
inoperative. ; 

Q.—That is section 24, is it not? . 
A.—It is the section that incorpor- 
ated sections of the Joint Stock Com- 
panies’ Act. 
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Q.—Your subsequent Act merely 
repealed section 24 and substituted a 
new section, did it not, and section 
25? A.—Yes, there were some slight 
changes in the meantime. 


Q.—This section as to preferred 
shares I do not think was changed, 
was it? <A.—Unless it was specifi- 
cally repealed it would not be changed. 


Q.—Had you ever acted under that 
section? A.—No. 


Q.—Never issued any preferred 
stock? A.—No. 


Q.—Is there any use of such a pro- 
vision as that for an insurance com- 
pany? A.—At that time there seem- 
ed to be—— 

Q.—What was the object of it? A. 
—At that time the company’s capital 
was impaired very considerably, and 
the object we had in view at that 
time was to issue preferred shares at 
such a premium as would make good 
that impairment of capital. 


Q.—You were going to charge 
something extra for the preferred 
shares; you did not carry it through 
that way? A.—No, the amendment 
gave us other powers. 

Q.—Section 5, section 6 and 7 pro- 
vide for the ranking of such _ pre- 
ferred dividend shares, and also as to 
a premium thereon, and disposal of 
the premiums received. Section 7 
says, ‘‘Any premiums to be received 
upon any shares shall not be deemed 
profits of the company out of which 
dividends shall be payable unless and 
only to the extent to which the same 
shall so be declared by a by-law or 
by-laws of the company passed before 
issue of such shares.’? The idea was 
to get a premium as other compan- 
ies are commonly getting it now in 
order to make up impairment of 
capital? A.—That was the object. 


Q.—Not to have a dividend-bearing 
stock? A.—No. 

Q.—Section 10 provides for the 
transfer or transmission of shares. 
There has not been any considerable 
movement in the shares of your com- 
pany? A.—Not of recent years. 

Q.—Is there any control of the 
share capital in any person or any 
body of persons? A.—Yes, I think 
there is. 

Q.—In whom is the control? A.—In 
the Messrs. Jeffery. Mrs. Jeffery, 
the widow of the late Mr. Jeffery, who 
was the President of the company at 
that time has a considerable interest, 
and the present Vice-President, Dr. 
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Jeffery has also a considerable hold- 
ing; the solicitor has a certain num- 
ber of shares; these several parties 
of that family have more than one- 
half the shares. 

Q.—That is to say Mrs. Jeffery, 
the widow of the late President, and 
members of the late President’s fam- 
ily, is that a fair way to put it? A. 
—Yes. 

Q.—That they hold what percentage 
of the stock? A.—A little more than 
one-half. 

Q.—I suppose you would say not- 
withstanding the provisions for pol- 
icyholders voting and so on that that 
represents control, does it not? A.— 
It does under existing conditions. 

Q.—Has any one of these persons 
had any private dealings with the 
London Life Insurance Company of 
a financial nature? A.—Would you 
mind explaining what you mean by 
private dealings? 

Q.—Have they had any financial 
dealings with the company of any 
kind? A.—I think the present Vice- 
President has had in years gone by. 

Q.—Will you name him by his ini- 
tials so that we will know? A.—Dr. 
A. O. Jeffery. 

DR. JEFFERY: I do not think 
so. A.—I may not understand the 
import of your meaning. 

MR. TILLEY: Let us have the im- 
port of your answer? A.—What I 
mean by saying they have had fin- 
ancial transactions with the company 
is that on one or two occasions 
think we made the loan to Mr. Jef- 
fery on certain securities. Was that 
what you meant? 


MR. TILLEY: Yes, that is what I 
meant, but if there is anything else 
I should have meant too I will be 
glad to have that? A.—I do_ not 
know of anything else. May I ask 
the Vice-President now if he dissents? 

DR. JEFFERY: I do not remem- 
ber any; I think any loans ever I 
had was with the Ontario Loan & 
Debenture Company on my own 
stock, I do not pretend to remember 
where the loans were. 

MR. TILLEY: I think the trans- 
action was perfectly clear, that it 
was a loan, as the Vice-President 
says, on some Loan Company stock? 
A.—Yes, but I think the loan was 
made by the London Life. 

DR. JEFFERY: You can look it 
up easy enough? A.—I will look it 


up. 
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MR. TILLEY: Have you the stock 
book here? 

MR. REID: No, we can get it 
though. 


MR. TILLEY: Other than that has 
there been any loaning to directors 
or to persons in control of the stock? 
A.—I do not remember of any loan 
to persons in control of the stock. 
There were other loans to directors. 

Q.—To what extent were there 
other loans to directors? A.—Speak- 
ing from memory I should say we had 
a loan to one of the directors of a 
similar character, it was on Ontario 
Loan & Debenture Company’s stock. 
I am unable to recall the amount. 

Q.—What director was it? <A.— 
Wiliam Bowman. 

Q.—And you will be able to give us 
the particulars of that with the books? 
A.—Yes. 


DR. JEFFERY: Are not you mis- 
taken there? 


MR. TILLEY: We will go on with 
that when we get the books. 


MR. TILLEY: Are there any loans 
in existence now to directors or share- 
holders? A.—None. There has not 
been anything of the kind for some 
years past, quite a few years past. 


Q.—Has there been any loss with 
respect to them? A.—Never. 

Q.—Do you think it is proper—lI 
am not saying there was anything 
improper in any transaction the com- 
pany had—do you thnk it proper that 
a life insurance company should lend 
to its directors? A.—It may be open 
to abuse. 

Q.—If it may be open to abuse it 
should be prevented, should it not, 
because if the loan is a proper one 
it could be got elsewhere? A.—So 
much depends upon the parties con- 
cerned. 

Q.—But life insurance companies 
should not make a loan that another 
company would not make to the same 
director? A.—Certainly not. 

Q.—If that is the case there is not 
much hardship in saying that parti- 
cular company shall be excluded from 
loaning to its directors? A.—I do not 
think there would be any hardship in 
ite 

Q.—In your Act you had some pro- 
vision as to the investment of funds, 
but I think section 50 of the Insur- 
ance Act is broader than any pro- 
visions you have in your private Act? 
A.—I do not think so. 

Q.—You do not rely on anything 
in your private Act now since the In- 
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surance Act has been amended do 
you? A.—That question of course 
has not arisen. 

Q.—I mean to say in your carry- 
ing on your ordinary business you re- 
gard section 50 rather the section in 
your own Act? A.—With this excep- 
tion there may be a question as to 
our right to go beyond our own Act 
even if the Insurance Act gives us 
wider powers. 

Q.—Have you considered that ques- 
tion? A.—It has not arisen. 

Q. That is to say you’ suggest 
that where your own Act contains 
express provision that that limits that 
particular company? A.—I would 
not like to express the opinion that 
it does, but I say it might be open to 
some doubt as to whether it would 
not. 

Q.—At any rate your section is 
not broader than section 50? A.—I 
think not. 


Q.—Section 17 provides for policy- 
holders’ directors; has that ever been 
amended? A.—I do not thnk so. 


Q.—It reads in this way (reads). 
You have had by-laws passed that set 
out with considerable detail the vot- 
ing by policyholders, have you not, 
as to voting by proxy? A.—They 
make wnrovision for that. 


Q.—The by-laws are rather lengthy, 
because they deal with a great many 
matters about policies, participating 
policies? A.—Yes. 

Q.—I will put in the document just 
as it is handed in, because it is very 
instructive as to the history of their 
participating policies, and how they 
have changed from time to time? A. 
aay OS. 


By-laws filed as exhibit 294. 

Q.—I will read section 18 also as 
to the dividends (reads). Has that 
section been amended? A.—Not that 
I am aware of. 


Q.—Do you think that is a precise 
enough section as declaring policy- 
holders’ rights in the profits of the 
company? A.—Of course that is a 
matter regarding which there may 
be differences of opinion, I think it 
is a fair clause looking at the share- 
holders’ standpoint? A.—I think it 
covers the policyholders’ standpoint? 
I think it covers the _ policyhold- 
ers’ interests, in that shareholders 
shall not make by-laws that will be 
detrimental to their interests so far 
as existing policyholders are con- 
cerned. 
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Q.—But then it says they may 
make by-laws as they deem proper for 
granting or apportioning among the 
policyholders of the company profits 
after payment to the shareholder of 
such portion of the profits or such in- 
terest upon the paid-up capital or 
such percentage or commission upon 
the amount of insurance effected as 
shal be thought propér—that is 
tather broad, it does not make any 
division of profits as between policy- 
holders and shareholders, the by-law 
governs? A.—The by-law governs, 
but that does not say how it is to 
be done. That gives the right. 


Q.—Has there been any by-law pass- 
ed as to a commission or percentage 
on business written going to share- 
holders? A.—Yes, sir. 


Q:—That is the effect of it? A. 
—Pardon me, perhaps that is not ex- 
actly according to the facts; it is not 
a percentage on the business written, 
a percentage on the profits of ithe 
business, 


Q.—This is the section that you 
thought should be struck out, section 
24 (reads) what was the objection to 
that clause and -to the Joint 
Stock Companies’ clauses— A.—There 
should have been some other clauses 
excepted. 

Q.—What is the difficulty that you 
anticipated with the section as it 
stands here? A.—One of the clauses 
I have in mind now is that the Joint 
Stock Companies’ Act provides that 
ten per cent. per annum shall be paid 
up in respect of Joint Stock Compa- 
nies’ capital until it is all paid up. 
There was no intention to pay up 
more than a certain percentage of our 
stock and therefore it made it in- 
operative. 

Q.—You thought by passing the 
resolution of shareholders that this 
contemplated that that would bring 
you under the operation of some sec- 
tion in regard to your shares that 
you did not wish to operate in your 
company? A.—That were inappli- 
cable to an insurance company. 

Q.—You had another Act passed 
next year which repealed that section 
and set out in more detail the ex- 
tent to which the Canada Joint Stock 
Companies’ clauses should apply? 
A.—Yes. 

Q.—The section of the Joint Stock 
Companies’ Act, 38, applies to your 
company, and that provides’ that, 
‘“‘No loan shall be made by the com- 
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pany to any shareholder,”’ etc. (reads 
clause). So that the section of the 
Act that is incorporated in your Act 
clearly provides that loans to share- 
holders shall not be made? A.—It 
provides for it, but I do not think it 
is any too clear. 

Q.—It seems to create a liability 
on the persons approving of it, not 
only to the company, but a liability 


.ta the creditors who become creditors 


while that loan is in existence? A.— 
That would seem to be the intent. 


Q.—Do you think if you were de- 
fending some directors you would be 
able to drive through that section? 
A.—I may say the opinion of the 
solicitor at that time was that that 
section of the Act referred to loans 
to shareholders on their stock, and 
not to shareholders on other securi- 
ties. 


DR. JEFFERY: Loans on its own 
stock which would impair its capital 
practically ; it does not say so. 


MR. TILLEY: It would be rather 
hard to incorporate that. No loan 
shall be made to any shareholder? 
A.—As I remember the argument at 
that time I think the solicitor held 
that if it was meant that the company 
should not lend to any person con- 
nected ‘with the company it would 
have included officers, directors and 
other persons as well. 


Q.—At any rate that section was 
considered? A.—Yes. 

Q.—At what time? 
about the time. 

Q.—You made the loansP A.—I 
cannot say as to that, but it was 
some time after the passing of the 
Act at any rate, and what its bearings 
would be on the company. 

Q.—What brought it up for consid- 
eration? A.—I am unable to say, I 
cannot recollect. 

Q.—There is an express provision 
allowing the company to re-insure 
against loss? A.—Yes. 

Q.—Possibly that was not necessary, 
but it is there anyway, so that you— 
A.—It might be necessary in some 
cases.. 

Q.—But whether it might be ne- 
cessary to have it in the Act you 
have the expression here any way? 
A.—Yes. 

Q.—Where companies enter into 
agreements to re-insure do they ar- 
range a definite basis for re-insuring 
policies in general, or do they take 


A.—I think 
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up each application for re-insurance 
by itself and consider it on its merits? 
A.—I think the practice varies con- 
siderably, some companies do it one 
way and some another. 


Q.—Some companies have agree- 
ments with other companies regard- 
ing re-insurance? A.—Yes. 


Q.—You have one with the Imper- 
ialP A.—I think we had at one time, 
or we were contemplating something 
of that kind, but I do not think it 
was ever carried into effect. 


Q.—Have you agreements now with 
any company? A.—There is a gen- 
eral agreement prepared by the Life 
Managers’ Association. 


Q.—That governs all the insurance 
companies that are represented in the 
Association? A.—In so far as they 
choose to avail themselves of it. 


Q.—That is settled terms that are 
adopted by the managers as being 
fair and proper? A.—Yes, as to mat- 
ters of principle. 


Q.—Could you let me see a copy of 
yours? A.—I think we could. 

Q.—You had express power put in 
this Act to raise money for the pur- 
pose of making good impairment of 
capitalP A.—yYes. 

Q.—And I suppose that that was 
regarded as one of the important 
things in seeking the legislation, was 
it not? A.—Yes, one of the import- 
ant ones. 

Q.—Section 3 is rather a long sec- 
tion—it was acted on twice in your 
company? A.—Yes. 


Q.—Once a four per cent. bonus 
and another time a six? A.—The 
first one was nine and the second one 
was four. 

Q.—1885 and 1889? <A.—Yes. 

Q—It reads this way (reads section 
3). Those clauses would seem to in- 
dicate that the company was passing 


through a rather strenuous period? 


A.—At that time. 

Q.—It was then how old? A.— 
About ten years 

Q.—The capital was impaired to 
what extent? A.—About $20,000. 

Q.—Out of how much paid up? A. 
—$33,650. 

Q—So that it was more than half? 
A.—Yes, sir, nearly two-thirds. 

Q.—And this legislation was passed 
in order that the directors might 
make good that impairment? A.— 
Yes, or rather the shareholders. 

Q.—That the directors might raise 
money, I mean? A.—Yes. 
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Q.—Were you connected with the 
company then? <A.—At the time of 
the passing of that Act? 

Q.—Yes? A.—yYes. 

Q.—You were Manager then? A.— 
Yes, sir. 

Q.—Was this your idea, or was it 
the idea of other persons in the com- 
pany? A—TI can hardly say. 

Q.—Was it the joint product? A. 
—It was probably a joint product. 

Q.—At any rate it was approved by 
all? A.—I think it was unanimously 
approved of. 

Q.—It was approved, you say, by 
the minority of the shareholders as 
well? A.—I think every shareholder 
signed the document in connection 
with it. 

Q.—So that there was no dissenting 
voice? A.—If there was in the start 
at any rate there was not in the end. 

Q.—You satisfied them ultimately 
that it was proper? A—Yes. 

Q.—You say that was all in the in- 
terests of the company? A.—It was 
absolutely necessary at that time. 


Q.—Leaving out any idea that there 
was any intention of doing anything 
that was not. perfectly fair and pro- 
per do you think the legislation it- 
self taken without regard to your 
particular circumstances at that time 
is proper sort of legisiationP A.—I 
do not see any objection to it. 

Q.—You say you see no reason, it 
does not enable the company to raise 
more than the par of the stock? A. 
—No. 

Q.—There is_ that limitation; the 
man is not compelled to pay more. 
than his capital stock any way? A.— 
It does not penalize anyone. 

Q.—The only thing it does is to 
compel him to pay by way of a prem- 
ium on the stock instead of paying 
as a call on the stock; the company 
could raise it by call anyway without 
these sections? A.—Yes. 


Q.—But that would not overcome 
the impairment? A.—wNo. 


Q.—This Act as it was passed en- 
abled the company to require payment 
from the shareho!ders, and the share- 
holder was not paying up his stock 
thereby? A.—It was not to be so 
intended. 

Q.—Then there is a clause here that 
any shareholder transferring his stock 
should remain liable; I suppose that 
was for a certain number of months, 
15 months, that was to prevent any 
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person seeking to evade his fair lia- 
bility by making a transfer of his 
stockP A.—My impression is that 
clause was put in by Parliament; my 
impression is that that was incorpor- 
ated either in Committee or in the 
House. 


MR. TILLEY: Is that right? 


DR. JEFFERY: I am not quite 
sure; I do not think it went down. 
Of course Mr. Magee was the solici- 
tor for the company; I do not think 
it went down. 


MR. TILLEY: You have had one 
Act since then, 1891, and it repealed 
section 14 of the previous Act and 
enables the directors to fix the rates, 
rules and conditions under which the 
policies should be issued; do you 
know why that was desired; had there 
been any difficulty arise? A.—I think 
the object of that amendment was to 
give us somewhat wider powers of in- 
vestment. Originally that was very 
restrictive. Then when we were ap- 
plying for that Act I think we also 
incorporated some other things in 
view of our having in the meantime 
undertaken the business of industrial 
insurance, and that established a sepa- 
rate class not contemplated originally, 
and it was thought desirable to make 
it clear we had the power to do that 
as well. 

Q.—That is by section 3 (reads); 
is that the section you refer to? A. 
—Yes. 

Q.—Have you observed the direc- 
tions of that section as to keeping 
the business separate? A.—Not when 
you confine it to that section alone, 
but there are other sections there 
along with that section. 

Q.—Look at it and tell me? A.— 
IT do not see the point I have in mind. 

Q.—State what it is? A.—It is 
what I have already stated, we had 
undertaken the business of industrial 
insurance in the meantime-- 

Q.—But what I was asking was 
this, this section three is the section 
under which you have established dif- 
ferent branches of insurance including 
the industrial? A.—We did not es- 
tablish it under that section, because 
it, was established under sections in 
the previous Act of 1884 and 1885. 

Q.—This section would operate with 
respect to that? A.—Mxcept it might 
be a little wider that we could estab- 
lish certain wholly mutual classes. 

Q.—It does go that far, or parti- 
ally mutual? A.—Yes, in so far as 
it is partially mutual it applies. 
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Q.—Whether or not you come under 
that section, tell me to what extent 
you have observed it, if it is appli- 
cable and to what extent you have 
not? A.—We have not established 
any wholly mutual classes, but we 
have’ established partial mutual 
classes. 

Q.—What do you mean by partial 
mutual classes? A.—Industrial for 
instance is by its terms a non-par- 
ticipating business, but provision is 
made for if in the estimation of the 
directors of the company the holders 
of that class of policies would seem 
to be entitled to profits that they 
may give them profits without actu- 
ally constituting them participating 
policyholders of the company. 

Q.—Where is that provision? - A. 
—In that partial mutual class. 

Q.—Where have you set out what 
the directors have decided with re- 
gard to that? A.—By by-law. 

Q.—Which by-law? A.—It is incor- 
porated in the by-laws governing the 
industrial business, 

Q.—Would you refer me to it? A. 
—(Shows). 

Q.—You refer to a by-law at page 
18 of the Minutes, dated 7th July, 
1887? A.—Yes. 

Q.—There have been many. amend- 
ments throughout your by-laws re- 
garding this portion of your business? 
A.—Yes. 

Q.—From time to time as you 
thought proper to make changes you 
incorporated them into your by-laws? 
A.—Yes. 

Q.—So that to get the whole his- 
tory one would have to follow through 
all your by-laws? A.—Yes. 

Q.—We will come to your policies 
later and we will refer to it in that 
connection. Now would you come to 
a definite conclusion about the loan; 
the Vice-President thinks he scores? 
A.—That seems to be the loan. 

Q.—But that is on a policy? A.— 
I was probably mistaken, I remember 
it was a loan, I thought it was a 
stock loan. 

JUDGE MacTAVISH: What is the 
fact as to Dr. Jeffery? A.—It ap- 
pears to have been a loan on a policy 
of $300. 

MR. TILLEY: And in existence 
only for a short time? A.—Yes. — 

Q.—Then as to Mr. Bowman? A. 
—It was James H. Bowman, loan on 
220 fully paid-up shares of the On- 
tario Debenture Company. : 
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~Q.—As to Mr. Bowman’s loan it ap- 

pears to be a loan to Mr. James H. 
Bowman of 220 fully paid-up shares 
of the Ontario Loan & Debenture 
Company’s stock, $10,000 payable 31st 
December, 1900, the loan amounted to 
how much—$8,089.40? A.—Yes. 

Q.—And then a subsequent cheque 
of $1,910.60, making in all $10,000? 
A.—Yes. 

Q.—That was in 1900P A.—Yes. 

Q.—And was this gentleman a di- 
rector, or was he the sonP A.—He 
was the son of the man I had. in 
mind, 

Q@.—And this man himself was not 
a director at the time? A.—Not at 
that time, and never has been. In 
so far as my evidence in that particu- 
lar respect goes I was mistaken. I 
owe Dr. Jeffery an apology for hav- 
ing brought him in. 

Q.—The company commenced busi- 
ness in July, 1874, and took out the 
Dominion license after the second Do- 
minion Act? A.—Yes. 

Q.—You say the original capital was 
$112,500, and paid-up 20 per cent., 
was it not? A.—Whatever is there 
are the facts. 

Q.—Making $22,500, and then sub- 
sequently subscribed capital was in- 
creased to $223,000, and later on von 
December 3rd, 1891, it was increased 
to $225,000? A.—Yes, that is right. 

Q.—The paid-up capital was in- 
creased on February 25th, 1881, by 
a five per cent. call to $33,650, and 
by another five per cent. call to $33,- 
750, and on October 4th, 1894, of ten 
per cent., and on November Ist, 
1894, another call of ten per cent., 
is that right? A.—Yes. 

Q.—With a further call of five per 
cent, on ail previous subscribed capi- 
tal, making one per cent. on the 
whole of your paid-up capital, making 
$50,000? A.—Yes. 

Q.—Having increased the capital 
by $25,000, on September 6th, 1894, 
then you made two calls of 10 per 
cent. on it, with that amount bring- 
ing it up to the old capital, and then 
a five per cent. call on the old capital, 
with this new capital bringing it all 
up to 25 per cent.? A.—The capital 
in the meantime was doubled up, and 
some of these calls applied only to 
the additional capital, so that it 
pe it up to a 20 per cent. in 
all. 

Q.—There was 15 per cent. called 
on the old stock, you now make 20 
per cent. call on the new stock, and 
then you added to that the 5 per 
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cent. call on the old, making them 
all even? A.—Yes, that is the posi- 
tion. 

Q.—And so the whole paid-up capi- 
tal is $50,000? A.—Yes. 

Q.—You made these two special 
assessments, one of $9 and the other 
of $4 by the directors, and you made 
them I suppose under the power con- 
tained in this second Act? A.—Yes, 
Sita 

Q.—Were these instalments paid 
by all shareholders, or did you have 
to do any financing in connection 
with that matter? A.—They were all 
paid according to the agreement, 1 
might perhaps make the explanation 
they were not paid in cash at the 
time that the assessment was levied, 
but provision was made in the same 
Act for taking security in a certain 
form, and security was taken in the 
form provided by the Act, and the 
calls were paid in the ordinary course 
of business under this agreement. 


Q.—Did those calls make the im- 
pairment good? A.—Yes. 

Q.—That brought it up so _ that 
there was no impairment; when did 
the impairment cease, in 1889 when 
the last call was made, or did tke 
1884 call for the time being wipe it 
out? A.—The 1884 call for the time 
being wiped it out, or probably more 
correctly 1885 call. 

Q.—Subsequently there was a fur- 
ther impairment? A.—There was not 
actually a further impairment sub- 
sequently, but there would have been 
if it had not been made good in that 
way. 

Q.—The call was made in time to 
prevent the impairment appearing? 
A.—Yes, 

Q.—That is what you did? A.— 
Yes. 

Q.—Why was the first impairment 
created, by reason of what conditions ? 
A.—It seemed to be simply a case, 
the business did not pay up to that 
time, they were gradually going be- 
hind. % 

Q.—Did it have worse luck than 
ordinary companies starting for the 
time being, without at all reflecting 
on it now? 

DR. JEFFERY: It had accident 
insurance policies; it had incorporated 
in its business at that time some acci- 
dent insurance? <A.—Yes. 

MR. TILLEY: That accident in- 
surance was not continued by the 
Dominion legislation? A.—No. 
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Q.—And the two in your opinion 
should not be combined? A.—I do 
not think they should. 

Q.—Because there is the risk in the 
accident business that may affect the 
lite’ insurance business? A.—Yes, 
pecuhar hazards, I do not think it 
would be consistent with the life 
business. 

Q@.—The Dominion Act does not 
permit it? A.—No. 

().—When the last call was issued, 
on September 6th, 1894, it was issued 
at a premium? A.—A small amount 
was issued at a premium. 

().—$4 per share? A.—Yes. 

().—That I suppose was just in line 
with the bonuses, to prevent any im- 
pairment of stock? A.—No, that 
was not the object of that; the ob- 
ject of that $4 a share premium, on 
that particular amount of stock then 
issued was to bring it up to the same 
standing as the other shares who had 
contributed $4 assessment just before. 

Q.—Just to level up all the share- 
holders? A.—So as not to have two 
kinds of -stock outstanding on our 
books. 

Q.—Without going back so far as 
1884 in detail, can you tell me what 
caused the impairment in 1889, or 
what threatened to impair your ‘capi- 
tal in 1889? A.—It was due to two 
reasons; we disposed about that time 
of a block of stocks on which we 
made a considerable loss— 

Q.—That was another transaction 
that would give you some similar 
education to carrying on accident 
business with life insurance; this was 
an investment that would give some 
education in that way? A.—Except 
the fluctuations would not likely be 
so great. 

Q.—What stocks were they? A.— 
The stocks that we disposed of at 
that time were 400 shares of Domin- 
ion Savings & Investment Society. 

Q.—It was disposed of at 90? A. 
—Yes. 

Q.—It was a wise sale I under- 
stand? A.—We thought so at the 
time. 

Q.—Did the subsequent events 
prove that to be soP A.—I think so. 

Q.—So that it was not a loss 
brought about by an injudicious sale, 
and it was an authorized investment ? 
Aj—Yes. 

-  Q.—What was your loss on that, 
$7,000? A.—Somewhere in_ that 
neighborhood. 

Q.—What else contributed? A.— 
We undertook the industrial business 
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about that time, and that was tak- 
ing a little extra money to establish 
it, and when we levied an assessment 
we levied it sufficient to cover this 
loss and some anticipated extra heavy 
expense we would likely be under for 
the next few years. 

Q.—That brings us to a little con- 
sideration of the industrial business? 
A.—I think it might be fair to say 
there that the share of the assess- 
ment that went to the industrial 
business was very small. 

Q.—I will be glad for you to give 
the fullest information about the in- 
dustrial business, I will give you an 
opportunity for saying everything 
you want to about it, because we want 
to get your experience in connection 
with industrial business; yours is the 
second or third company we have had 
that has carried on any industrial 
business, and you have a fair volume 
of that at the present time, have 
you? A.—Yes. 

Q.—You regard that at the present 
time as being on a profit-paying 
basis? A.—It has been for a good 
many years, paid its way after about 
the third year. 

Q.—We have had some information 
given to us as to the expense of 
building up that sort of industrial 
insurance, one company spending as 
much as something like half a million 
dollars to get the business established ; 
do you regard it as necessary to pay 
out as much money as that to get 
industrial business started? A.,— 
Certainly not necessary. 


Q.—Tell me in general terms what 
your company’s experience has been 
in that regard? A.—As I said a 
moment ago, after the third year the 
business paid its way. 

Q.—Were you endeavoring to de- 
velop it rapidly? A.—Not very. 

Q.—You were taking it on slowly? 
A.—Yes. 

Q.—When you say taking the busi- 
ness slowly do you mean taking it on 
in limited areas? A.—Yes. 

Q.—That is what keeps down the 
expense of the industrial business? 
A.—Our policy at that time was to 
open a limited number of places and 
work them thoroughly, and extend as 
the circumstances admitted. 

Q.—The expense in that business is 
in making the collections? A.—That 
is part of it, but I think the heavier 
expense probably would be in _ get- 
ting the business. 
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Q.—At what age do you commence 
to insure children? A.—Two next 
birthday is the next age we insure. 

Q.—That is between one and two 
years of age? A.—Yes. 


Q.—Do you in any way limit the 


amount of insurance you will put on 


up to five years of age? A.—The 
amount of insurance is limited by 
Act of the Legislature of Ontario up 
to ten years of age, but previous to 
the passing of that Act we limited 
it in like manner. 


Q.—There is no Dominion legisla- 
tion limiting it? A.—No, not that 
I know of. 

Q.—Tell me what limit you had es- 
tablished without regard to the On- 
tario Legislature? A.—Practically 
the limit that the Ontario Legisla- 
ture put on it later on. 

Q.—Was there any agitation at the 
time the Ontario legislation was pass- 
ed with regard to industrial insur- 
ance? A.—I think there was some. 

Q.—Brought about by what class of 
person, by the companies, or was it 
public agitation? A.—No, I think it 
was one of the parties interested, it 
was Mr. Kelso in Toronto, and if 
you have any idea of his relationship, 
he has something to do with the ne- 
glected children— 

Q.—It was agitation taken up by 
a person from a public standpoint? 
A.—I think so. 

Q.—Against child insurance in 
toto? A.—I think that was the orig- 
inal idea, the whole thing was wrong. 

Q.—He thought it was wrong? A. 
._ Y@g, 

Q.—The argument being’ what, 
briefly? A.—I think they had the 
idea that it might result in children 
being neglected, or that parents 
might insure their children for gain; 
those were the general foundations 
for it. 

Q.—Would you say frankly to the 
Commission what the result of your 
experience in that business would lead 
you to believe in that regard? A.— 
I have no hesitation in saying that 
so far as our experience goes, we have 
never seen or heard of anything that 
would lead us to believe there would 
be any justification for such a view. 

Q.—Would that apply if there was 
no limit to the amount? A.—It 
might not. 

Q.—You think the amount of in- 
surance that can be put on at cer- 
tain ages should be restricted? A.— 
IT think so. 
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Q.—What do you say as to the re- 
striction that is enforced by Ontario 
legislation? A.—I think it is very 
conservative. | 

MR. LANGMUIR: What is ‘the 
maximum amount? A.—The mini- 
mum amount is $20, and the maxi- 
mum amount at age ten is I think 
$160. 

Q.—What amounts have you upon 
your books as compared with your 
general insurance? A.—It is about 
half and half. 

MR. TILLEY: This exhibit gives 
the amounts of insurance you put 
on? A.—Yes, sir. 

Q.—Would you say which of these 
circulars is the last one you have is- 
sued? A.—I would think this would 
be it. 

Q.—I will put in these tables of 
rates; the earliest circular is the first 
in the list and the latest the last? 
A.—I think that would be their or- 
der probably; the dates are on them. 

—Forms of circulars filed as Ex- 
hibit 295. 

MR. LANGMUIR: Do you confine 
your business to towns and villages or 
does it extend to the country? A.— 
Largely to cities and large town, and 
only the larger towns, unless a village 
is adjacent to one of the larger towns. 

Q.—It is too expensive in the coun- 
try to collect? A.—Altogether too 
expensive, it could not be done. 

MR. KENT: Do you do any great 
amount of that kind of business in 
the City of Toronto? A.—We have 
a large business there. 

Q.—And do you think in times of 
commercial stagnation that child in- 
surance would not be likely to lead 
to the abuse which Mr. Kelso had in 
view? A.—It would if the amount 
was not limited, but when the amount 
is limited to a sum that is barely 
sufficient to pay funeral expenses I 
fail to see what object there would be. 

Q.—In your opinion it would be 
dangerous to insure without that 
limit? A.—I think it would be dan- 
gerous to extend it to an unlimited 
amount. It might be extended some- 
what beyond what it is now, and sti!l 
be safe; in fact I might say the more 
recent increase in the cost of funerals 
might justify the extension. I do not 
think the amount now is sufficient to 
defray funeral expenses, As far as 
we are concerned we are satisfied 
with it because we never desired there 
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should be any temptation to do wrong, 
and we have limited for years before 
that Act was passed, in fact I may 
say all industrial companies did so 
voluntarily as a mere business propo- 
sition. 

MR. KENT: You do not agree 
with those who held that child in- 
surance holds out a direct encourage- 
ment to neglect the child by the 
parent if they are viciously inclined? 
A.—I do not think so under existing 
conditions. 

Q.—Your experience has led you to 
form a contrary opinion? A.—I think 
so. | 
MR. TILLEY: Where the business 
is properly controlled and kept with- 
in limits? A.—Yes. 

Q.—I suppose it is very natural, 
if it was allowed to run rampant, that 
there would be trouble in that re- 
gard? A.—Any good thing is capable 
of abuse. 

Q.—That is one thing that should 
be restricted? A.—I think it is wise 
to restrict it to a reasonable limit. 

Q.—The death rate in that kind 
of insurance cannot be measured by 
mortality tables that are used for 
ordinary insurance? A.—No sir, I 
would think not. 

Q.—Why not? A.—The manner in 
which the business is conducted would 
militate against that. Very few in- 
dustrial insurance applicants are 
medically examined to begin with, and 
we naturally get a larger number of 
impaired lives. 

Q.—There is an inspection more 
rather than an examination of them? 
A.—Yes. 

Q.—You would take rather the popu- 
lar public death rate? A.—That 
would be the way. 

Q.—These are not select lives? A. 
—Apart from selection we get the ad- 
vantage of our own agents. I think 
our death rate is about the ordinary 
death rate in a community. 


MR. KENT: I suppose the inspec- 
tion is more as to the parents than 
the child? 

MR. TILLEY: I suppose the ap- 
pearance and general conditions? A. 
—It is supposed to cover both, an 
agent is not supposed to seek to in- 
sure a child of disreputable parents. 

MR. LANGMUIR: And domestic 
conditions? A.—We cannot enquire 
into everything. 

MR. TILLEY: Q.—That phase of 
it is not on a very high plane with 
the class where you would get a good 
deal of industrial insurance; I sup- 
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pose the well-to-do people do not take 
out much industrial insurance? A. 
—I think I may say they do not 
take out industrial insurance, but 
there are some very well-to-do peo- 
ple who do take out industrial insur- 
ance, and who are very much in favor 
of it; I think they do it more from 
the standpoint of encuuraging it. 


Q.—It is expensive insurance? A. 
—It is naturally more expensive than 
ordinary, because it is in smaller 
amounts. 


Q.—Could you give any average rate 
of increase for ordinary business ex- 
pense? <A.—I should judge the cost 
of conducting industrial business 
would be 50 per cent. greater than 
ordinary. 

Q.—You would not go as high as 
some have mentioned, 90 per cent? 
A.—That has not been our experi- 
ence. . 

Q.—That is what gives you your 
best information? A.—Yes. 

Q.—Is the rule in the United 
States that higher insurance is allow- 
ed to be put on children, or lower, 
or the same? A.—It is pretty much 
the same as it is in Ontario. 

Q.—I have been informed that it is 
about twice as much as is allowed 
there? A.—I think that is a mistake, 
although I cannot say as to any rea- 
son in my mind; I am basing my 
opinion on the fact that the repre- 
sentative of the Metropolitan Life, 
who also do business in Ontario, was 
present at the time of the passing 
of the Act in Ontario. and we had at 
that time the provisions of the New 
York State Law governing, and my 
recollection is it was very similar to 
what we were contemplating. 

Q.—Had you any agreement with 
the Metropolitan Life regarding in- 
dustrial insurance? A.—In what 
way? 

Q.—Any way? A.—We have an 
agreement with them regarding the 
employment of agents. 

Q.—And any other matters regard- 
ing rates? A.—No, nothing of that 
kind. 

Q.—Have you the ugreement here? 
A.—We will send for it. 

Q.—You do not allow what would 
be regarded in the ordinary terms as 
surrender values on your industrial 
policies, do you? A.—No sir, only 
paid-up policies. 

Q.—That is a person holding an in- 
dustrial policy can at the end of, I 
think, five years’ payment— A.— Yes 
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Q.—He can surrender that policy 
and take out the paid-up insurance? 
A.—Yes. , 

Q.—Payable at the same time that 
the original policy would have been 
paid? A.—Not exactly, the paid-up 
insurance is a term insurance. 

Q.—What do you mean by that, 
give me an illustration? A.—That 
would apply more particularly to the 
whole life plan, and if it was ordin- 
ary whole life policy 1t would be pay- 
able only at death; in the case of 
these small industrial policies the paid- 
up insurance is so small that in a 
great many cases if it was made pay- 
able at death the company being out 
of touch with the policyholders, it 
would be very difficult to know 
when you were done with that con- 
tract; consequently the paid-up in- 
surance is a term policy extending 
over the expected period of life at the 
age at which the paid-up policy is is- 
sued, and we give a paid-up policy 
for the amount the reserve would pur- 
chase as a single payment. 


Q.—You take what would be pur- 
chased by the reserve as a single pre- 
mium on a policy, but you do not 
make the policy payable at death? 
A.—No, in the case it is payable 
at death, but if death occurs within 
the term for which it is issued. 


Q.—Otherwise it is payable at the 
end of the term? A.—If it is an en- 
dowment policy it would be payable 
at the end of the original endowment 
term. 

Q.—But if it is a life. policy you 
do not make it subject to the condi- 
tion of death absolutely? A.—Not 
absolutely. 

Q.—Because that, as I understand 
you, would make what you might re- 
gard as such a trifling amount of in- 
surance, such a small fraction of in- 
surance that it would cease to be of 
value, or paid much attention to 
either by the company or the insured ? 
A.—We would fear in a great many 
cases people would lose their policies 
and would forget all about it, and we 
would have no idea when we would 
_be through with the contract, no fin- 
ality about it. 

Q.—Your solicitor says at the end 
of the term if death has not occur- 
red, the policy lapses’ A.~—Of course 
that is the principle of term insur- 
ance. 

Q.—It-is a term insurance, so that 
if death does not occur within the 
term of the expected life then the 
policy lapses and the company gets 
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the entire benefit? A.—The contract 
has expired. 

Q.—Would it not be fairer then, 
if that is the way the thing is ap- 
plied and worked out, to give the in- 
sured a continuing policy so long as 
the premium can be paid out of what 
you call the reserve? A.—That would 
be equally fair. 

Q.—Would not that be a better way 
of working it out? A.—It might be 
dificult to work it out in practice. 

Q.—Why? A.—To keep track of it 
in that way. 

Q.—The amount of the policy for 
the term would be larger than it 
would be in the way I have indicated? 
A.—Yes. 

Q.—There are arguments pro and 
con in connection with that, I can 
see that? A.—Yes, our aim was to 
make it practicable and at the same 
time do justice to these policyholders. 


Q.—That is to some extent in lieu 
of a surrender value: «a.—Yes. 


Q.—Is it something that the in- 
sured must apply for? A.—I think 
the terms of the contract provide that 
they must make application. 


Q.—Within a certain time? A.— 
They have to sign an application for 
a paid-up policy within a _ certain 
time. 

Q.—If that application is not re- 
ceived within a certain time what do 
you do? A.—Usually it is followed 
up by writing to the agent in charge 
of the debit that that particular poli- 
cy, is on, and reasons ascertained 
why these people are in arrears, and 
all that kind of thing. 


Q.—You do not communicate direct 
with the insured or with the parent 
of the child? A.—In some cases we 
do, but in most cases not, because the 
business is so voluminous it would be 
difficult to deal direct, and the head 
office does not even know the address- 
es of these people. 

Q.—If you do not have the premium 
paid then I suppose you write to the 
agent to ascertain why it is not paid? 
A.—Yes. 

Q.—Do you make any inquiry to 
ascertain as to the health and con- 
dition of the insured before you see 
the insured or urge upon the insured 
to renew? A.—Not from the head of- 
fice. 
Q.—The agent expects to just let 
the matter drop if he has reason to 
think that that would be in the ‘finan- 
cial interest of the company to do so? 
A.—No sir, the agent is expected to 
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see these people and get a paid-up 
policy if they do not continue their 
insurance. 

Q.—Do you say the honest desire 
of your company is that 1f the insured 
will not continue the policy that he 
shall get a paid-up policy? A.—That 
is our desire. 

Q.—But you still make it depend 
upon the application for it? Aa 
Yes, we find it pretty difficult of course 
to deal with it in any other way, 
because we have to have certain data 
to base the amount of term insurance 
they are entitled to. © 


Q.—Tell me what would be the value 
to the company of lapses occurring 
in policies after five years by reason 
of the insured not applying, what per- 
centage of the cases do you give paid- 
up policies for a term, and in what 
percentage do you reap the benefit 
by lapse? A.—I can only answer that 
question off-hand. 

MR. REID: Very few cases. 


MR. TILLEY: Can you say what 
percentage? 


MR. REID: I do not fancy more 
than ten, less than ten rather than 
more. 


MR. TILLEY: Q.—Do you think 
the people who take that class of in- 
surance understand the transaction, 
and the rate that is being paid? A. 
—I think, generally speaking, they 
understand it better than ordinary in- 
surance, because, particularly if they 
are old country people, they are fair- 
ly familiar with it; it is very com- 
mon there. 

Q.—What portion of your insur- 
ance in that branch is endowment as 
compared with whole life? A.—Rough- 
ly, I would think about 50 per cent. 
of it. Mr. Reid can tell you. 

Q.—What percentage would you 
say, Mr. Reid, is endowment as com- 
pared with whole life in the industrial 
business ? 

MR. REID: The blue book shows 
it here. They are just about even, 
that is on the total business, not on 
the infantile alone. 

MR. TILLEY: I want the infantile. 
The return that you sent here does 
not show separate the different plans 
of insurance with respect to infant- 
ile? 

MR. REID: Not as to infantile; 
it separates the total business. 

MR. TILLEY: Does not the form 
naturally call for division in both? 


MR. REID: I think not. 
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MR. TILLEY: As I understand 
you press the endowment rather than 
she whole life, or make a feature of 
itt 

WITNESS: No, I do not think 
that would be fair to say that. 


Q.—A large part of your industrial 
business is endowment ? A.—TI think 
about 50 per cent. of our business as 
a whole is endowment; if you are re- 
ferring to the infantile alone I would 
think fully 75 to 80 per cent. en- 
dowment. I may say for the last 
four or five years Mr. Reid has had 
charge of that part of the work. As 
regards our pressing for it, I think 
it is the other way around, I think 
the people naturally prefer it. 


Q.—I mean you are making a feat- 
ure of it; that you had such policy 
that the people chose rather than 
whole life? A.—The people choose it. 
The compensation to the agent is the 
same. 

Q.—Do you get many complaints 
from people who say they are mis- 
led? A.—I think in proportion to the 
volume of business being transacted 
very few indeed. 


Q.—I do not. know that I should 
read a complaint till you have read 
it yourself? A.—This is the case Mr. 
Jackson had at the office this morn- 
ing, Forsyth. 

Q.—You have read this already? 
A.—I did not read it personally, I 
turned it over to a clerk who had 
charge of that part of the work, and 
he looked into it and placed the cor- 
respondence before Mr. Jackson, and 
he is familiar with what was done in 
that case. Mr. Jackson expressed 
himself at the time as perfectly sat- 
isfied. 

Q.—I just wanted to ascertain what 
you have to say about the general 
complaint in that Department of the 
business; do people complain either 
through ignorance or justified, do 
you get a good many complaints? A. 
—Not a great many, there are a few, 
and whenever we get a complaint the 
matter is investigated. 


Q.—Do you investigate where the 
complaint is trifling? A.—We do if 
the complaint is of that character 
such as calls for 

Q.—How do you go to work to in- 
vestigate it? A.—Usually forward the 
letter to the superintendent of the 
district and ask him to make an inves- 
tigation, and if there is no superin- 
tendent we send it to the assistant 
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superintendent, and he makes a re- 
port and findings. 5 

Q.—And what thenr A.—That usu- 
ally settles the matter, because on in- 
vestigation it turns out that the peo- 
ple are either mistaken or there is 
not any valid reason for their com- 
plaint; and if so he reports accord- 
ingly and that ends it. 

Q.—Did you ever have to discharge 
an agent in that branch of your busi- 
ness by reason of some impropriety 
in getting business, misleading the 
persons interested ? A.—No doubt 
such things have happened. 

Q.—Do you do considerable busi- 
ness in Montreal and the Province of 
Quebec? A.—We do no business in 
the Province of Quebec. 

Q.—You do not mislead people in 
that Province? A.—No. 

MR. LANGMUIR: How does the 
persistency compare with ordinary in- 
surance? A.—The lapse rate is much 
greater. 

Q.—Assume you write a thousand 
industrial policies in 1904, about what 
percentage would remain current in 
1906? A.—That would be two years, 
IT would judge not more than 40 per 
cent., I think about 40 per cent. goes 
off the first year and another 20 per 
cent. the second year; these are just 
round figures. 

MR. TILLEY: The agents in your 
company in the industrial business are 
employed, I think, on the basis of this 
form of agreement? <A.—yYes. 

Q.—Are they all on the same basis? 
A.—I think pretty much. 

Q.—I mean to say as to the quantum 
of remuneration? A.—There may be 
a few exceptional cases where the dis- 
trict is of exceptional character, but 
under normal conditions they are all 
on that basis. 

Q.—I will put in this document as 
an exhibit, but the exact percentages 
paid are not material probably (filed 
as exhibit 296). 

Q.—In the first place the agent 
gets a percentage on the collections 
he makes each week? A.—Yes. ~ 

Q.—That is his list is given to him 
of premiums due in the week? A.— 
Yes. 

Q.—And that is called his weekly 
debit? A.—Yes. 

Q.—That is what he must try and 
collect during the week? A.—Yes. 

Q.—And he is paid in accordance 
with the amount he gets in of that? 
A.—Yes. 

Q.—Then besides that commission 
he gets another commission for in- 


6 EDWARD VII., A. 1906 


London Life Ins. Co. 
(John G, Richter, Ex’d.) 


creasing his debit—taking the last 
maximum debit as the standard, and 
whatever he gets above that at any 
subsequent week he gets something for 
that increase? A.—yYes. 

Q.—That is common to all industrial 
business? A.—I think so. 

Q.—And is it right to say the rates 
of commission paid to these agents is 
standard as between the companies? 
A.—I think pretty much so, that is 
where there is competition. 

Q.—I am asking in Canada, do you 
know how your rate, for instance, 
compares A.—You mean the 
rate of remuneration to agents? 

Q.—Yes? A.—I would judge, if 
anything, we are lower than most of 
our competitors, Mr. Reid could say 
more definitely. 

MR. TILLEY: Q.—Can you say, 
Mr. Reid, whether the rates of com- 
mission paid to agents with respect 
of industrial business are uniform 
amongst companies in Canada? 

MR. REID: They are not uniform ; 
they are not unform with one com- 
pany particularly, because they change 
their basis almost every three months. 

MR. TILLEY: I do not know 
whether that agreement you had covy- 
ers the rates of commission? 

MR. REID: No. 

MR. TILLEY: Then you have your 
standard ? A.—Yes, and I think in 
general there is a similarity in the 
manner of remunerating agents. 

MR. REID: There cannot be great 
variation or the agents would flock 
to one or the other of the companies? 

MR. :TILLEY: In fixing the remun- 
eration for the increase of the debit 
you pay him by a certain number of 
times of that increase? A.—Yes. 

Q.—If he increased the debit by $2 
in any. week, that would be of course 
a very high increase? A.—Yes. 

Q.—And if he should increase it by 
$2 in any one week you might give 
him, seven, eight, ten, twelve, what- 
ever your contract is with him, 
times $2 for that week’s work? 
A.—That is the way it would be 
worked out. 

Q.—Taking upon that average can 
you say on the average what a man 
working in a reasonably populated 
district can earn as an agent? A.—. 
I would judge from ten _ to twelve 
dollars a week. Of course there are 
men who will not earn so much and 
men who will earn a Ittle more. 
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Q.—What would be a fair weekly 
debit for a man in that locality? A. 
—Probably $40. 

MR. REID: That is rather an 
excesslve amount. 

MR. TILLEY: I am taking for 
agents generally; about $40 would 
be a fair amount for a man to have 
on his books— A.—I am taking an 
average. 

Q.—The method of remuneration 1] 
suppose is intended to anchor’ the 
agent? A.—Partly that and to main- 
tain the business, to keep the business 
on the books. 

Q.—I suppose anchoring the agent 
tends to keep business? A.—yYes. 

Q.—Because the agent is the per- 
son who has personal touch with the 
business? A.—Yes. 

Q.—I spppose it is of considerable 
loss where the agent leaves? Usually 
there is some loss. 

Q.—If an agent leaves with a 
weekly debit on his books of $30, and 
his book is given to a new agent to 
collect the old debit, what allowance, 
if any is usually made—I am not ask- 
ing you to disclose any particular con- 
tract; what is the nature of the ar- 
rangement an industrial company 
makes with the new agent? A.—A 
new agent is given a certain number 
of weeks’ grace in which he has an 
opportunity of ridding the debit of 
any objectionable business, and then 
he starts from that point. 

Q.—After he gets it in a healthy 
condition—if it is demonstrated that 
this weekly debit which he got as 
being worth $30, is only worth $25 he 
is started at $25, and he is paid his 
increase on the basis of $25? A.— 
Yes. . 

Q.—Do you have considerable loss 
with agents defaulting? A.—Not a 
great deal. 

Q.—I notice at one time you de- 
cided to experiment with putting some 
bonds on agents? A.—We nave most 
of our agents bonded, I think what 
you have reference to is we had de- 
cided to experiment with a system of 
bonding our agents under a blanket 
bond to save the trouble of individual 
bonds, but nothing came of it; we 
were not able to make satisfactory 
arrangements at the time. 

Q.—You do have individual guar- 
antee bonds, does that apply to all 
your industrial agents? A.—I think 
very generally. 

Q.—If an agent leaves with a debit 
is there much chance of collecting, or 
is it a loss? A.—I do not quite com- 
prehend your question. 
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Q.—Where a man leaves, even al- 
though you have the guarantee, bond, 
do you succeed in getting any money 
he takes with him, or is it so trifling 
and small it is not worth following 
it? A.—The amount may be so small 
it is not worth much, and if it is 
much we would follow it and usually 
succeed in collecting it. 


Q.—But you must have cases where 
a man gets discouraged and leaves? A. 
—In that way he might not be crim- 
inally lable or not liable on the 
bond. 

Q.—Do .you lose a_ substantial 
amount of revenue? A.—I _ think 
there would be quite a little loss of 
that kind taking the year through. 
That would be different from an agent 
defaulting, and ‘we would not expect 
to collect that from his guarantor, 
that is a business chance we take, 


Q.—Do you make any remuneration 
to an agent based on the percentage 
of his debit he can collect, giving 
him a high standard to work, and a 
certain bonus if he gets within 
that standard? A.—There is a third 
source of remuneration. 

Q.—The lowest percentage being 
what, about 90 or about 95? A.—I 
think 90 is the lowest percent. 


Q.—And give him a certain bonus 
at 90 and another one if he gets up 
to 95 or 96, and another one at 98, so 
that there is some object to make a 
supreme effort to collect almost the 
whole of the debit? A.—That is not 
really the object we have in view; 
the object we have in view is to hold 
out an inducement to anv agent to 
keep his debit in a clean healthy con- 
dition, that is not to carry a lot of 
dead timber. 

Q.—Is the agent concerned with the 
death rate in his district? A.—No. _ 

Q.—Does he get any per cent. over 
and above the amount that is paid 
out for death claims? A.—wNo. 

Q.—What would you sav was a fair 

number of times to multiply the week- 
ly debit by in order to fix its value 
or a fair cost for it, what is vour 
weekly debit? A.—About $5,000 a 
week. 
' Q.—Supposing you were asked to 
place a value on that, I am not ask- 
ing to bind yourself to take it or 
anything of that kind, or to pay the 
price, what would you say was a fair 
standard—the way you fix the stand- 
ard I understand is by multiplying 
it by a certain number? A.—That 
is the way some people fix it. 
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Q.—That is the way we have had it 
fixed for us? A.—I do not think it 
can be fixed in that way in fairness. 


MR. LANGMUIR: Perhaps the 
principle is wrong? A.—That would 
be one factor but only one of several. 


MR. TILLEY: Q.—We have had it 
said to us it is fair to multiply the 
weekly debit by 1380, and that the gross 
amount that results from that simple 
sum in multiplication is a fair amount 
to put in a balance sheet as being an 
asset representing the good will or 
the selling value of that business; 
what would you say about that? A.— 
I should say it would depend entirely 
upon the age and character of the 
business. 


Q.—Tell me what force you mean to 
give those works ‘‘age’’ and ‘‘charac- 
ter P”’ A.—If tthe business was ‘a 
good many years standing, a_ busi- 
ness being bought by another com- 
pany of that character would be 
worth manifestly much more than 
business that would be only of a few 
years standing; it would be estab- 
lished, and have a permanency, and 
there would go with it a very large 
sum of reserve out of which the buy- 
ing company would probably make 
some money in future investments. 


Q.—Established agencies and all 
that sort of thing would go with that 
sort of businessP A.—Yes, and if I 


were buying that business I should ~ 


want to scrutinize the character of 
the business, how it was distributed, 
if it was scattered all over the country 
in small amounts and in small places 
not likely to be remunerative I should 
not want to pay a very big price for 
a business of that kind. 


Q.—You would say it is absolutely 
or almost impossible to fix any value 
except with respect to some concrete 
case? A.—I would think so. 


Q.—And it would not be fair to say 
because a certain other company got 
paid that amount under certain cir- 
cumstances that that therefore estab- 
lishes the value? A.—I think that 
would be absurd. 


MR. LANGMUIR: If the condi- 
tions you speak of were all favorable, 
the ideak conditions in respect of 
location and all that, would the basis 
of value of 180 times the debit be a 
fair one? A.—I would think it would 
be an excessive amount, it would have 
to be very choice business, and very 
well established, and _ considerably 
large to be worth any such money. 
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MR. KENT: Q.—Would you ad- 
vise your company to accept a similar 
offer for your business? A.—I would 
not like to say I would, because I do 
not see any reason why I should ad- 
vise the company to sell its business, 
because it is a paying business, but 
if they wanted to discontinue their 
busines I would say 130 would be a 
very fair price indeed to get for it 
in my judgment, 

MR. TILLEY: Has your business 
cost that to establish? A.—No. 

Q.—Nor anywhere near that? A. 
—No. 

Q.—Would you say that would be a 
fair estimate for the cost in getting 
your $5,000 weekly debit? A.—I can 
probably answer that best by giving 
our experience. Up to 1900 previous to 
the new 3! reserve standard coming 
into force, the aggregate average cost 
of our business up to that time was 
about 65 times the weekly debit, just 
about half the figure you have put 
it at, and I think that would be an 
extreme cost, it would not exceed 
that, 

Q.—You think that a business that 
is being developed in a healthy way 
should not cost much more than that 
65 times? A.—Not up to that point. 
Of course the larger the debit the 
more expense, the older the company 
the’ more expense,, on the basis of 
times, because that is not really a fac- 
tor that governs in estimating cost 
over a period of years; you can take 
the cost of any one year accurately, 
but you could not apply it over a 
period of years. I could imagine in 
an old company it might run up over 
300 times, because there is a great 
deal of business comes on and goes 
off, and it has to be paid in the mean- 
time, and other business takes its 
place; if it was all attributed to pure 
increase it would make the cost very 
high in the old company. 

Q.—There is another matter, that 
is as to the valuing of policies for the 
purpose of reserve, what method do 
you adopt with respect to industrial 
policies, if any, that does not apply 
to the ordinary insurance? A.—No 
difference whatever. 

Q.—You take the net premium 
basisP A.—Yes. 

Q.—Do you put a reserve for the 
first year life of the policy? A.—We 

oO. 

Q.—In the same identical way you 
do for {other ‘policies? A.—Fxactly 
the same. 
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MR. REID: Except that the prem- 
iums are payable through the year. 
The valuation takes account of the 
premium being paid in instalments 
instead of payable in the first of the 
year. It does not affect the basis? 
A.—It is merely a different way of 
working it out; the principle is the 
same, 


MR. TILLEY: Because there is a 
distinguishing feature in the two 
cases, one the premiums is spread 
over the year, and the other it is all 
paid in either one or two instalments 
that does \not mean any different 
method adopted? A.—No, the prin- 
ciple is not affected. 

Q.—It was suggested by Mr. Harvey 
that it is quite unnecessary for a 
company carrying on an ordinary in- 
dustrial business to carry any reserve 
in respect of the first year of the 
policy, did you mnotice his evidence 
about that? A.—I think T noticed 
his evidence, yes. 

Q.—And you understand the prin- 
ciple he applies?- A.—I think so. 

Q.—Or lack of principle? A.—I 
would say lack of principle. 

Q.—Why do you say lack of prin- 
ciple, what criticism do you offer of 
that, because it is a thing that should 
be applied to all companies alike? 
A.—A large number of the policies are 
endowments in their particular case, 
the company that he was speaking of, 
I think all their policies are eventual- 
ly endowments, or semi-endowments, 
I think the principle of neglecting 
any part of the endowment term in 
the setting up of the sinking fund is 
wrong. 

Q.—I was wondering whether your 
company made any distinction ‘be- 
tween whole life policies and the en- 
dowment policies? A.—None what- 
ever. 

Q.—You value them all the same; 
Mr. Harvey said that he did not make 
any distinction either, you think a 
distinction should be made, you think 
it is possible to say Mr. Harvey is 
right as to the whole life policies and 
wrong as to the endowment, would 
that be your answer, or is he wrong as 
to both? A.—I think he is measure- 
ably wrong as to both. 

Q.—Is this his principle, that in 
ordinary business the insured is apt 
to select the more favorable period of 
the year at which to become insured, 
because the premium is payable, and 
based on the next birthday age. is 
A.—That is right. 
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Q.—In industrial business there is 
no such selection as that made, that 
is there is not sufficient difference to 
make the applicant take any parti- 
cular care about that, it is scattered 
over a year in small payments? A. 
—I think perhaps that would not be 
strictly correct, I think there is some- 
thing in it but not very much, 

Q.—It is not a sufficient distinction 
to treat one policy as having half a 
man’s year of life to run before it 
comes to his birthday and the other 
case nothing? A.—Not for that 
reason. 

Q.—What he says is in industrial 
business you can assume, and he has 
tested it, that the insured is insured 
on the average midway in the year 
of his life. 

Q.—That is, if he is insured for age 
thirty, he is 294 years old—I am get- 
ting beyond industrial and children’s 
insurance—but if he is insured at 
age 7, 64 years— A.—I think that 
will be found in practice to be pretty 
near the case. 

Q.—He says the insurance is taken 
out also on the average on the first 
day of July in each year? A.—That 
IT would not think would hold in prac- 
tice, I think there would be a larger 
percentage in any one year taken out 
in the last half of the year as com- 
pared with the first half. 

Q.—Why do you say that? A.— 
Because the long duration there is 
the opportunity for lapsing. 

Q.—You have got ahead of me? A. 
—Out of the business issued in Jan- 
uary there would be less in force in 
January than out of business issued 
in December. 

Q.—Do you say that is a criticism 
of the statement of Mr. Harvey in 
that regard, that if you take the poli- 
cies that are in existence on the 31st 
January in any year the greater num- 
ber of them that are in existence are 
written in the last end of the year? 
A.—That is true. 

MR. KENT: You would expect to 
find the average date nearer Septem- 
ber than any other period? A.—If 
we ‘were averaging up business jin 
force at the end of the year it would 
come nearer that than any other 
month of the year, my judgment 
would be the average duration of 
any business would not be more than 
41 or 5 months. If you let Mr. Reid 
answer that— 

MR. REID: I think as far as the 
vear of issue is concerned that that 
would be more likely the case. 
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MR. TILLEY: The last year’s poli- 
cies are running into the first part 
of that year. 

MR. REID: Yes, and after a series 
of years I think the average date of 
the birthday might be taken as nearer 
the Ist July than Ist September, al- 
though that would not apply for the 
year of issue. 


MR. TILLEY: It would not apply 
probably in the early life of the com- 
pany, but as the company gets older 
and it gets more established— 

MR. REID: More old business— 

MR. TILLEY: And that is carried 
into the first part of the year to sup- 
plement to some extent the first busi- 
ness that has gone off? 

MR. REID: Yes. 

MR. TILLEY: Q.—You say you 
think it would be improper for an in- 
dustrial company not to set aside 
some reserve for its first year policies, 
and that should be computed just on 
the same principles as the ordinary 
life? A.—I would deem it improper, 
I think a distinction should be made 
between what is absolutely necessary 
and what is strictly proper. 

Q.—But there is no reason for a dis- 
tinction between the two classes of 
insurance? A.—I know of no reason 
that would be a sufficient reason ex- 
cept they may say the one is less 
stable, but in practice probably that 
would be sufficient in one would not 
be safe in the other, but I think the 
principle is the same in each case. 

Q.—Dealing with endowment poli- 
cies Mr. Harvey said that the en- 
dowment policy he referred to need 
not be valued,—while an endowment 
policy like you issue might properly 
be valued for reserve, because their 
endowment policy makes the sum pay- 
able at ten, twenty or thirty years 
from the next birthday, so that the 
portion of life between the issuance 
of the policy and the next birthday 
is not included in the termP A.— 
That would only affect the amount of 
the value, it would not affect the prin- 
ciple. 

Q.—Your policies read, if it is a 
twenty year endowment, at twenty 
years from the date of the policy the 
money would be paid? A.—Yes. 

Q.—The policy he referred to said 
that 20 years from the next birthday 
of the insured the policy will be paid? 
A.—Which may mean twenty and a 
half tyears. 

'Q.—He said on the average twenty 
and a half years? A.—The only dif- 
ference I can see would be the valua- 


6 EDWARD VII., A. 1906 


London Life Tse Co. 
(John G. Richter, Ex’d.) 


tion would be for a 203 years’ policy 
and the other a valuation for a 
twenty. I prefer to have it under- 
stood I am not criticising Mr. Har- 
vey’s Opinion, I am only stating my 
own. 


Q.—You are not criticising Mr. * 


Harvey but his opinion? A.—Or 
rather I am only giving my opinion. 

MR. GEARY: Actuaries disagree 
with one another? A.—They do some- 
times, although I think there is as 
much unanimity among them as in 
the legal profession. 

MR. KENT: Do you do any busi- 
ness in the Province of Quebec? A. 
—No, we have always found the dif- 
ference in language a barrier to some 
extent. 

MR. TILLEY: These are the forms 
you use in connection with paid-up 
insuranceP A.—Yes. 


Q.—This is the application form sent , 


in and this is a certificate you issue 
in the case of an ordinary life policy 
where there is an application for' 
paid-up insuranceP> A.—Yes. 

Application form and _ certificate 
form marked as exhibit 297. 


MR. KENT: I suppose you have 
no arrangement with the Metropoli- 
tan to keep cut of the Province of 
Quebec? A.—None whatever; there 
is No arrangement with the Metro- 
politan affecting the manner of con- 
ducting our business or what we shall 
do with our policyholders; the ar- 
rangement we have is one relating 
purely to the employment of agents 
in the same district, that is in view 
of doing away with unnecessary fric- 
tion. 

Q.—You have no arrangement with 
any other company to keep out of 
certain territory? A.—None _ what- 
ever, 


MR. TILLEY: This is the form for 
the endowment? A.—Yes. 

Q.—And the amount for which is 
actually mentioned because that can 
be— A.—It is a pro rata share. 

Form of application for paid-up in- 
surance under endowment policy filed 
as exhibit 298. 

Q.—We went away from the general 
organization to industrial insurance 
before I intended, we will have to go 
back. You have already _ stated 
Messrs. Jeffery control the capital 
stock, I think, A. A. controls $60,- 
000, A. O. $57,600, J. E. Jeffery 
$7,800? A:—The amounts stated 
there are correct. 
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Q.—And the directors from 1891 to 
1892 were Joseph Jeffery, London, 
President; John McClary, London, 
Vice-President ; Thomas H. Smallman, 
London; George H. Harrison, Glen- 
coe; Albert O. Jeffery, London; Wil- 
liam Bowman, George C. Gibbons, 
London; William F. Bullen, London; 
Arthur S. Emery; Sheriff Glass, Lon- 
don; Judge Bell, Chatham. In 1893 
Sheriff Glass died, no one was ap- 
pointed to take his place. 1894 Jos- 
eph Jeffery died and no one was ap- 
pointed to take hig place. In 1902 
Mr. G. M. Harrison died and the fol- 
lowing year Thomas W. Baker, Lon- 
don, was appointed in his place. 
When Mr. Jospeh Jeffery, the Presi- 
dent, died, who ‘became President? 
A.—Mr. John McClary, the then Vice- 
President. 

Q.—And who took the (Vce-Presi- 
dent’s place? A.—Dr, Jeffery. 

Q.—And these officers have continu- 
ed to this dateP A.—Yes. 

Q.—You have a Loaning Committee 
composed of Messrs. John McClary, 
President, W. F. .Bullen, and A. S. 
Emery? A.—Yes, 

Q.—What are the duties of the 
Loaning Committee? A.—They pass 
on all applications for loans previous 
to the loan being granted. } 

Q.—Do they hold regular meetings? 
A.—No sir, they are practically at 
call, 

Q.—And do you keep minutes of 
their meetingsP A.—There are no 
minutes kept of them; they initial 
the See they deal with and that 
ig all, 

Q.—That is when a loan is probably 
recommended by you? A.—Yes, and 
I fill the recommendation for the 
amount, . 

Q.—And you assent to the loan? A. 
—And they approve of it, they simply 
initial it opposite the amount. 

Q.—You have invested considerably 
in debentures of loan companies? A. 
—Not to any extent; we did have 
$60,000 of debentures at one time for 
deposit purposes. 

Q.—That is with the Government? 
A.—Yes. ; 
~ Q.—Do you favor that sort of loan 
or investment? A.—There is no par- 
ticular reason for not favoring it, ex- 
cept it does not yield as good a re- 
turn as others. 

Q.—Is it to be treated as turning 
your money over to some person else 
to invest when you can invest -it as 
well yourself? A.—There is some- 
thing in that. 
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Q.—Your loans consist chiefly ot 
what class of security? A.—Mort- 
gages on real estate. 

Q.—In ‘what district in Canada 
are your mortgages chiefly held? A. 
—Chiefly in Canada in Ontario and 
Manitoba, 

Q.—And how do the rates of in- 
terest compare as between Ontario 
and [Manitoba? A.—l think they 
realize from one to one and a half per 
cent. higher rate of interest in Mani- 
toba. 

Q.—What might be said to be your 
average rate of interest in Ontario? 
A.—Probably about 53. 


Q.—And your average rate in 
Manitoba would be about? A.—I 
think nearly 63. 

Q.—That is a high rate of interest: 
on mortgages in ManitobaP A.—ass 
is the current rate there, from 6 to 
7 per cent., most of it 64 and 7 per 
cent. 

MR. LANGMUIR: The cost is 
more in Manitoba? A.—yYes, we 
consider the cost is nearly twice as 
much, probably 50 per cent. greater. 

Q.—It affords no rate of compari- 
son with Ontario rates? A.—It has 
proven profitable. 


MR. TILLEY Q.—Have you sus- 
tained any losses on your real estate 
investments in Manitoba? A.—None 
whatever. 

Q.—In Ontario? A.—We met with 
one small loss here in Ontario, in fact 
the first one in our history. 

Q.—Of how much? A.—$184, and 
I may say that was not the result of 
insufficient security, it was the case 
of adverse possession. 

Q.—There was no transaction. I 
suppose, agreement drawn up for 
the directors to sign in connection 
with such a loss as that? A.—It was 
hardly necessary. 

Q.—Tell me how you put your 
loan transactions through in_ the 
Northwest? A.—We have an Inspec- 
tor resident in Winnipeg who either 
in person or by one of his Inpectors 
personally inspects all properties in 
respect of which we receive applica- 
tions for loans, he sends report to us, 
or the report of his inspector sup- 
ported ‘by his own recommendation 
from his personal knowledge of the 
Province, and we act on that report. 

Q.—How is he paid? A.—We pay 
him a percentage on what we recelve 


- from our business in Manitoba. There 


is a base rate of a certain percentage 
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and we give him half the difference 
between that base rate and the rate 
the mortgage yields, and he is paid 
that only as we receive the return 
from the mortgage. 

Q.—How long has that arrange- 
ment been in existence? A.—About 6 
years. 

Q.—During that. time there has 
been no loss? A.—No loss whatever. 

Q.—I suppose it is fair to say as 
a usual thing a company gets higher 
rates of interests where they are 
loaning fairly well up to the _ full 
value of any security? A.—I think 
that would be a general rule, there 
are exceptions of course. 

Q.—A great deal depends on parti- 
cular circumstances, but that is the 
rule that might be said to be general; 
starting with that idea do you think 
there is some inducement in that 
arrangement to your representative 
in Winnipeg to put you into loans 
where you are loaning pretty high on 
the property? A.—It might be. 

Q.—And if there is a depression in 
the North West, as I think there was 
some time ago A.—Yes. 


Q.—You might lose some money 
there? A.—The tendency of the agree- 
ment might be thought to be a little 
in that direction, although there 
are countervailing influences which I 
think tend in the other direction. 


MR. LANGMUIR: I ‘suppose you 
loan on Winnipeg property? A.— 
Some. 

MR. TILLEY: Mr. Jeffery says 
you do from the Head Office here in 
London take means by sending repre- 
sentative or going yourself probably 
to Winnpeg and seeing these proper- 
ties and through the West? A.—You 
would probably get the idea more 
clearly if I told you what we did in 
advance; as a preliminary to loaning 
there one of the Loan Committee, 
Mr. Emery and myself went out to 
Manitoba and we personally went 
over the field where we then intended 
loaning in and made ourselves ac- 
quainted with the condition of the 
country and the locality generally 
speaking so that we have a personal 
knowledge of the district in which we 
are loaning, and when that field was 
extended we went a second time, and 
eventually I went a third time to 
look over a further field, and in that 
way we are in touch with the whole 
country, we know something of it, 
and when an application comes in we 
are able to say we know the locality 
and know somethine about it. 
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Q.—That is not enough to compen- 
sate any danger if there ig any? A. 
—It would not apply in Ontario as 
much as in Manitoba; the land does 
vary in Manitoba as much as in On- 
tario. Then each year or every other 
year at least we send an Inspector 
who personally re-inspects every 
loan we have made, not re-inspects 
every loan each year, but every new 
loan _and any loan that may be 
thought to be anything wrong with. 


Q.—I suppose it is more on the 
effect and the type of work your agent 
is doing for you than on any parti- 
cular transaction? A.—Yes. 

Q.—You form your opinion whether 
the system you have adopted is work- 
ing along on right lines? A.—We 
are able to assure ourselves that we 
are working on right lines, and I 
think it acts as an incentive for a 
man there to be kept on safe lines. 

Q.—He knows you are coming? A. 
—Yes. 

Q.—Notwithstanding all that do 
you think that that is the best sort 
of arrangement to make as to loaning 
money? A.—That is a matter of 
opinion, I would not like to say it 
was the best; we have found it to 
work satisfactorily and comparatively 
inexpensive. 

Q.—It is putting a premium on 
getting high rates? A.—Not neces- 
sarily, because the representative we 
have in Manitoba also guarantees his 
inspection. ' 

Q.—How do you mean? A.—He 
guarantees the correctness of his in- 
spection, but does not guarantee the 
loan. 

Q.—What is the distinction, does 
not the distinction do away with the 
value of his? A.—I think not, the 
distinction would be this; he guar- 
antees that the report which he sends 
us, whether obtained through his 
paid inspector or by himself, the 
facts placed before us are accurate, 
we can rely upon it that everything 
is as he represents it. 


Q.—That would apply without guar- 
antee, if he actually mislead you you 
would be able to realize against him? 
A.—We have an actual guarantee. 


Q.—That would not be a very great 
protection against being misled by 
his opinion; I suppose you must act to, 
a great extent on his opinion and re- 
commendation? A.—To a large 
extent, but we have a very general 
personal knowledge of what we are 
doing there. 
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Q.—If you were left to that ar- 
rangement without the check that 
you exercise on him, you would not 
consider that a very proper arrange- 
ment, would you—without the check 
you make of going out there and 
actually going over the properties? A. 
—I think it would be desirable to 
have the check. We have great faith 
in our agents. I can explain too 
that the difference between these 
rates of interest is a graded one, it 
is not a flat difference, he does not 
get for instance, that is half the dif- 
ference between five and six, and six 
and a half and. seven, he would get 
a little more if the interest was higher, 
but not the whole difference. The ele- 
ment is not sufficient we think to in- 
duce a man to do wrong, but there 
is just a little in it to make it his 
object to make him work to get us 
better loans. 

MR. LANGMUIR: Q.—Who exam- 
ines the title? A.—Tupper, Phippen 
& Tupper of Winnipeg. 

Q.—Do you authorize the agent to 
put it in your solicitor’s hands there 
before passing the report here? A.— 
It comes here first, the application 
must come to the home office. 

Q.—Do you find them patient en- 
ough to wait for that? A.—We find 
it so. What we do is this, as the ap- 
plication reaches us here we pass upon 
it, if we find it satisfactory we send 
a telegram if it is urgent, and we 
follow that up with a letter to the 
solicitor. If there is any material 
variation from the application the 
telegram states the variation. 

Q.—You have not an Advisory 
Board in Winnipeg? A.—No. 

MR. TILLEY: Q.—Do you allow 
your agents who passes on your loans 
to write insurance on the borrower? 
AC No’ sir 

Q.—Have you any policies written 
on borrowers connected with the 
mortgage loan? A.—We have a few 
such. 

Q.—Out in the West? A.—We may 
have a few jin the West, none that 
the loan depended on_ the insurance, 
that is that the loan was made a con- 
‘dition of the insurance. We have a 
few cases in Ontario where life inter- 
ests are at stake and things of that 
kind, and insurance is necessary, but 
we do not make a feature of combin- 
ing the insurance with the loan; ‘we 
think one or the other is bound to 
suffer. 

Q.—The reason for it is that the 
personal interest of the agent 1s some- 
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times different from his interest as an 
officer acting for the company? A.—I 
think it would tend to warp his 
judgment. 

Q.—It is a little more exaggerated, 
and that is all that can be said of 
it, than your system? A.—Consid- 
erably more so, there is a difference 
of interest. 

MR. LANGMUIR: It is more exag- 
geratedP A.—Very much go. 


Q.—In the applications you have re- 
ceived from the West who has got 
the commission on those policies? A. 
—In connection with loans? 


Q.—Yes? A.—I have not any 
actual case in hind, but it would go 
I think to one of our agents there in 
the ordinary course of business, 

Q.—Not to the man you put your 
loan through? A.—wNo. 

Q.—He has never written any in- 
surance for you at all? A.—He gets 
no remuneration from the company 
along that line in any form. 


DR. JEFFERY: It is only by ac- 
cident if there are any? A.—It would 
be more of a co-incidence. 


MR. TILLEY: You have never had 
any mortgage loans on real estate to 
any of your officers? A.—Not that I 
am aware of. 

Q.—You have never had any losses 
except the one you mentioned? A.— 
That is all. ; 

Q.—I notice in one case you had 
an item that was transferred from 
mortgage to real estate, what was 
the meaning of that transaction? A. 
—That was the case of a property 
that fell into our hands as mortgagees 
by deed from the mortgagor, and was 
subsequently sold under agreement of 
sale, and we are dealing with it as 
real estate held under agreement of 
sale. 

Q.—The title remains in you until 
the purchase money or a certain part 
of it is paid under an agreement you 
have executed? A.—Yes. 

Q.—And you are carrying it still 
as real estate? A.—The balance is 
on real estate sold—I may say I 
think it was about something over 
$6000 originally, and it is down to 
between three and four’ thousand 
dollars now. 

Q.—There will be no loss on that? 
A.—No, and there was not in any 
shape or form. 

Q.—Have you had any losses on any 
other investments? A.—We have 
had no actual losses on investments 
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of any other character that I know of 
excepting that we may have written 
down some of our stocks at different 
times, and there may have been ap- 
preciation and depreciation by reason 


of change in values. Those of course ° 


are fluctuation losses, but not actually 
ascertained losses. 


Q.—Where you have fluctuation in 
the value of any of your securities do 
you carry it in ag a ledger asset as 
other assets in your annual return? 
A.—Our rule has always been to 
write all our assets down belo'w their 
actual value; we do not always write 
them up, very seldom write them up, 
always write them down ‘if there is any 
occasion to do so. 


Q.—And you show that decrease in 
market values? ‘A.—Yes, and the 
amount written off as depreciation. 

Q.—Do you write it off in the 
account? A.—Yes, and charge it up 
to profit and loss account. 


Q.—Have you ever had any fore- 
closures? A.—I do not think we 
have had foreclosures in the strict 
application of that term, we have 
had mortgage sales. 

Q.—And resulting in lossP A.—We 
have never made the loss of a dollar 
in a case like that. 

Q.—Is that your property where 
your office isP A.—Yes. 

Q.—The company is the owner? A. 
Yes, in fee simple. 

Q.—-That: is.) carried at what 
amount? A.—$10,000 in our state- 
ment last year; we have since spent 
about $5,000 more in completing it, 
which for the time being has been 
added; just what we will put it in 
at the end of the year I do not Fnow, 
but it won’t be more than $15,000 and 
may be less. 

Q.—Have you written off anything 
in respect of the head office building? 
A.—We wrote off for alterations last 
year five or six thousand dollars. 

Q.—What did you carry the altera- 
tions to? A.—It would go _ there 
eventually but we showed it as amount 
expended for alterations in head office 
building and charged up to expense. 

Q.—Have you applied profit of any 
securities towards reducing the value 


of your head office? A.—I think there © 


was a small amount applied that 
way last year, because we sold a block 
of stock at a profit, some Canadiaz 
Savings & Loan Company stock. , 


'Q.—The profits you received on’ 


that— A.—Went/ towards the alter- 
ations in the head office building, and 
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the balance of the alterations was 
shown in our statement as alterations. 

Q.—What you realized on the stock 
and applied on head office was not 
shown in the statement? A.—I do 
not think it was shown in the head 
office of securities written off, it was 
shown ag money paid out for alter- 
ations in expense account. 

Q.—Was it shown as profit on se- 
curities? A.—It was in our Govern- 
ment return. 


MR. REID: It was shown in the 
President’s address? A.—In: our 
Government return it ‘was shown as 
profit resulting from the sale of se- 
curities, and the full measure— 


MR. TILLEY: Q.—Has there ever 
been any sort of manipulation of se- 
curities in your company? A.— 
Never. ‘ 

Q.—Any taking out of securities, at 
the end of the year and putting them 
in again at the beginning of the 
next year? A.—For improper pur- 
poses or anything like that? 

Q.—Just to give them a rest? A. 
—There never was anything of that 
kind. . 

Q.—Have you ever done it regard- 
less of purpose, taking ‘it out at the 
end of the year and putting it in 
at the beginning of the year? -A.— 
There may have been securities for 
instance that were dealt in’ at the 
end of the year and may have been 
disposed of the next year. 

Q.—Bought at the end of one year 
and disposed of at the beginning of 
next? A.—There might be something 
of that kind. 

Q.—Have you ever sold them at the 
end of the year and bought them at 
the beginning of next? A.—No. 

Q.—What transactions are you re- 
ferring to when you say bought them 
at the end of the year and sold them 
the beginning of the next? A.—TI 
think of one case we bought a block 
of debentures at the end of the year 
and we sold them early in the follow- 
ing year, possibly immediately. 

Q.—Why? A.—It may have been 
for two reasons, I cannot tell you 
which was the correct one. 

Q.—If you give us both we will 
choose the worst? A.—My recollec- 
tion of the transaction is a person 
from whom we bought debentures at 
the end of the year needed some 
money— 

Q.—Practically a loan? <A.—We 
bought the debentures, but it was un 
derstood if he did not need the money 
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he would sel! them back or give them 
back. I think he did not need the 
money and they went back. 

Q.—Was that any person connected 
with the company? A.—Only indi- 
rectly, I think the transaction was 
one with the Ontario Loan & Deben- 
ture Company; I am only speaking 
from memory as to that, I cannot 
say. 

oe ne you want the ledger? A. 
—J do not think it would show it; 
it is a good many years ago. 

Q.—How many years agoP A.—It 
must be ten years ago; it may be 
even further back than that, it may 
‘be 15 years, I could not say. 


MR. LANGMUIR: There was no 
intention to cover up any transac- 
tion by that? A.—None whatever. 


MR. TILLEY: If it was a purchase 
of securities in order to give financial 
assistance to some person in any way 
connected with the company I think 
we ought to knowP A.—Except we 
held some stock in the Ontario Loan 
& Debenture Company at that time. 


Q.—How much did you hold? A.— 
We held $60,000 of stock I think. 


Q.—Are any of your directors or 
any large shareholders interested in 
any company whose stock you hold? 
A.—I think there are several of our 
directors that are directors of other 
companies. 

Q.—What companies are you re- 
ferring to, is this one you have men- 
tioned now? A.—Yes, and the ‘Agri- 
cultural is another, and there are di- 
rectors of our company in both those, 
and there may be other companies. 
I hardly know what companies our 
directors are interested in. 

Q.—These are local London compa- 
nies? A.—Yes, and the stocks in 
these companies were bought years 
before in connection with the com- 
pany. 

Q.—Do you still hold them? A.— 
Yes, most of them. We sold a small 
block last year, and that four hun- 
dred block some years ago I told 
you, of. 

Q.—You still hold substantially all 
your holdings in those? A.—Yes. 

Q.—Here it says 1,000 shares On- 
tario Loan & Debenture Company? 
A.—Yes. , ‘ 

Q.—And then another’ thousand 
shares, 20 per cent. paid, in the same 
company? <A.—Yes. ; 

Q.—That is to say the part of these 
stocks you hold, $60,000, the market 
value $76,000, ledger value $71,200; 
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what directors of your company are 
directors of the Ontario Loan & De- 
benture Company? A.—At present I 
think there are four. 

Q.—Who are they? A.—Mr. Mc- 
Clary who is President of both com- 
panies, and Mr.°Bullen is the Man- 
ager of the Ontario Loan & Deben- 
ture Company, and he is a director 
of our company; A. S. Emery. 

Q.—He is a director in both com- 
panies? A.—Yes, William Bowman. 

Q.—He is a director of both compa- 
nies? A.—yYes. That is all that ap- 
plies to that company. 

Q.—That is a London company? 
A.—Yes. 

Q.—Do these parties hold large 
shareholdings in those companies? A. 
—I am unable to say what their 
holding is, I would think Mr. Mc- 
Clary would be a shareholder largely 
interested; I think Mr. Emery also. 

Q.—Would they between them have 
a control? A.—I would not think so. 

Q.—Along with this stock of yours? 
A:—I would not think they would have 
even along with our stock. Their capi- 
tal is $1,200,000 and it would take 
considerable money to control that. 
Besides that they have no proxy or 
right to vote by proxy from the 
Board of Directors for that stock is 
to myself rather than to the persons 
I referred to. 

Q:!—Is Mr. Jeffery on that Ontario 
Loan & Debenture Company? A,— 
He is not a director, I suppose he is 
a stockholder. 

Q.—A substantial stockholder ? 

MR. JEFFERY: Reasonably so. 


MR. TILLEY: Could it be said 
that the directors and yourself and 
this company, the London Life, are 
the controlling factors in the Ontario 
Loan & Debenture Company? 


DR. JEFFERY: They are not ne- 
cessarily a controlling factor, they 
do not control the majority of the 
stock; they would control I would 
imagine one-quarter to one-third, but 
T do not know that we are so asso- 
ciated together that they would go 
together. 

MR. TILLEY: Is the balance of 
the stock entirely scattered? 

DR. JEFFERY: Yes, but there are 
a good many large groups. 

MR. TILLEY: Q.—Take the 52 
shares of Agricultural? A.—One of 
our policyholders’ directors is a di- 
rector of that company, Mr. Small- 
man. 
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DR. JEFFERY: He was not a 
director when it was purchased? A. 
—All these stocks have been owned 
more than 25 years. 

MR. TILLEY: Paying dividends? 
A.—They were all owned previous to 
our Dominion corporation, because 
since then we have no authority to 
buy them. 

Q:—What about Huron & Erie 
Loan & Savings Company? A.—We 
have a small holding in that, it is 
the same age. 


Q.—What is this one? A.—This 


stock we sold some years ago, and. 


is a small balance we have over. 
DR. JEFFERY: What is Ontario 
stock there atP 
WITNESS: I think we have it in 
our statement at 120. 


DR. JEFFERY: It is standing now 
ten per cent. higher. 

WITNESS: Fully that; you could 
not buy it at that. I wanted to 
get some the other day and I could 
not get any at two or three points be- 
yond that. 

MR. TILLEY: Your paid-up capi- 
tal has been only $50,000, and you 
have told us of what bonuses that 
have been paid in to the company? 
A.—Yes. 

Q.—And you have described in a 
general way about your impairment ? 
A.—Yes. 

Q.—I suppose that it is not a very 
serious thing, it should not be re- 
garded as a serious thing with the 
public, that at certain times in the 
early history of a company its capi- 
tal is almost bound to be impaired ? 
A.—Yes, almost certain. 

Q.—It is, only impaired by reason 
of the Government requirements com- 
pelling the company to treat as a 
liability the reserve on the policies? 
A.—In almost any other line of busi- 
ness I think it would be put in as 
plant or stock in trade, but in life 
insurance we spend a lot of it in es- 
tablishing ourselves, and they do not 
allow us to take any credit for it. 

Q.—The thing to consider is what 
is the cost of establishing the com- 
pany, the cost of carrying on the busi- 
ness, not whether it is impairment 
or whether it comes out of business 
or premium? A.—I think that would 
be the intelligent way of consider- 
ing (1b: 

Q.—But your company, I suppose, 
in common with all others, are very 
sensitive of having this impairment 
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of capital? A.—Perhaps that does 
not quite fully express the thought. 

Q.—l wuppose it brings it nearer 
to troubie, because the Government 
Inspector ‘might make trouble? A. 
At that time we were changing from 
a stock company to a mixed mutual, 
and it was thought desirable that the 
old transaction should be cleaned up ; 
they were going to put themselves on 
their feet, and we would start out 
afresh; we recognized that until that 
capital was made good we could not 
treat any profit, it would have to go 
towards making good the capital, that 
is legally, and the only thing was to 
make that impairment good or do an 
injustice to the participating policy- 
holder. 

MR. KENT: You were having a 
house-cleaning? A.—Yes. 

Q.—This was another time, if there 
is any sin not touched upon now is 
the time to make open confession ? 
A.—I have no doubt it would do us 
all good if there is anything of that 
kind. So far as I know we have noth- 
ing to hide. 

—Adjourned at 1 to 2 p.m. 


—Resumed at 2 p.m., June 28th, 
1906. 

MR. TILLEY: Q.—You have fur- 
nished us with a copy of the Re- 
assurance Agreement, and I under- 
stand it to be the settled form used 
by companies members of the Life 
Officers’ Association? A.—Yes. 

Q.—This gives the standard pro- 
visions, and then any particular com- 
panies might add to it any other spe- 
cial provisions they desire to adopt 
themselves? A.—Exactly so. 

—Form of Re-assurance filed as 
Exhibic 299, 

—Mr. Tilley reads Exhibit 299. 

Q.—Referring to Clause 5, what is 
it causes that clause to become ap- 
plicable? A.—As to extra premium? 

Q.—When does a company impose 
an extra premium after the policy 
has been issued, that is what that 
clause seems to contemplate does it 
not? A.—It may do so, it might be 
a case where the conditions of the 
policy prohibit the man from en- 
gaging in certain occupations. 

Q.—Where he enters into some more 
hazardous occupation— A.—That was 
contemplated when the policy was 
taken. 

Q.—Or goes to a different climate? 
A.—Or engages in military service. 


-_ 
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Q.—If the principal company per- 
mits that and takes a higher prem- 
ium for it I understand by this a 
guaranteeing company is bound? A. 
—Yes; they cannot refuse to follow, 
but they are entitled to the higher 
premium, 

Q.—But they must follow? 
Yes. 

Q.—Are companies bound under the 
rules of the Life Officers’ Association 
by that agreement unless they speci- 
oe ae they so agree to it? 

Q.—Is there no rule or general 
regulation of the Life Officers’ Asso- 
ciation that this agreement is bind- 
ing on all parties? A.—None what- 
ever. 

Q.—You take that as a sort of stan- 
dard form for agreements? A.—yYes. 

Q.—That is the object of it; there 
is nothing said there at all about the 
rates of premium, is that a matter for 
private agreement on each insurance 
that is submitted? A.—Entirely, 
may be on the same plan and if so 
the same rate, and it may be on an- 
other plan, and then the applicable 
rate. 

Q.—Supposing the principal com- 
pany has a whole life policy does it 
sometimes re-assure on some other 
plan? A.—Sometimes. 

Q.—That is they might probably re- 
insure the man on an _ endowment 
plan, might they ? A.—That would 
not be very likely, it would be more 
likely to be for term insurance, 

Q.—So that if death occurs within 


A.— 


the number of years for which the 


premium is paid, then the re-insur- 
ing company, the guaranteeing com- 
pany, must pay? A.—Yes. 

Q.—Tell me in general what the 
practice is as between companies as 
to their premium rates, where there 
is reassurance, supposing you _re- 
assure on the same plan what rate of 
premium does the guaranteeing com- 
pany receive from the principal com- 
pany, the same premium as the prin- 
cipal company receives from the as- 
sured?  A.—Usually, though ‘that is 
not absolutely the case at all times. 
It may be varied. 


Q.—If that is the usual practice, 


tell me what motives might prompt 
companies to alter that in a particu- 
Jar case? A.—The company having a 
whole life policy for instance of $10,- 
000, they may at their then experi- 
ence prefer to re-insure for $5,000 
or $3,000, or perhaps any sum, they 
may not want to carry more than 
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$5,000, or $6,000, or $7,000, they may 
expect that in ten years’ time they 
will be able to carry the whole thing; 
in that particular case they would 
re-insure for a term of years. 

Q.—That is a different plan, sup- 
posing they take the same plan pre- 
cisely, then they go to the guaran- 
teeing company and they say, ‘‘We 
have an assurance on John Smith for 
$20,000; our premium is so and s0’’; 
do the companies ever change the 
rate between themselves, alter it from 
the rate the principal company has 
charged the insured? A.—I would 
not think that would be customary. 

Q.—I suppose that would hardly 
ever occur where the principal com- 
pany was charging a Life Officers’ 
table? A.—There would be no occa- 
sion for it in that case, 

Q.—What is done about agents’ 
commissions in such a case? A.—Of 
course the principal company deals 
with its agent, and the re-assuring 
company would pay to the principal 
company its share of the commission. 

Q.—When the policy is submitted, 
supposing you are the cuaranteeing 
company, are you informed as to the 
commission the principal company has 
paid? A.—We may .or may not; if 
we are not informed they will say what 
commission they will allow on that 
business, and we can accept it or de- 
cline it as we think fit. 

Q.—If there is any variation I sup- 
pose the guaranteeing company would 
probably pay less commission than the 
principal company did? A.—I would 
judge as a rule. 

Q.—If there is any difference be- 
tween the commissions it would be 
likely that the principal company 
would not get back its fair share of 
the expense it had paid on that pol- 
icy there would not be much chance 
of getting more? A.—TI should think 
as a rule they would not get more. 

Q.—There are cases where they do 
get more? A.—There may be cases. 

Q.—It is just a private bargain? 
A.—Yes. 

Q. —Tell me what standard the com- 
panies regard as being proper for 
commission, on ordinary life policies 
for instance what percentage do you 
say? A:—That would depend entire- 
ly whether it was~- brokerage or 
whether it was a renewal contract, 
or part salary and part commission ; 
there are so many kinds of contracts, 
these different contracts would vary 
the commission. 
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Q.—Do you think they fairly, as 
between themselves, deal with the 
business on the basis of actual com- 
missions paidP A.—I think so, I 
think they do that fairly. Of course 
we cannot tell in many cases because 
we do not know; they may pay salary 
or part salary and commission, and 
so on. Still the guaranteeing com- 
pany would expect to pay for that 
business what they would pay for it 
if they were getting it through other 
channels. 

Q.—I notice the clause in the agree- 
ment is you shall arbitrate any dif- 
ferences, has the Life Officers’ Asso- 
ciation acted under that clause on 
any occasions that you know of; I 
am not saying now the London Life 
particularly? A.—I have no knowl- 
edge of a-single case although it may 
have happened. 

Q.—You have also produced the 
Agreement between the Metropolitan 
Life and the London Life which I 
shall put in, but I would be very glad 
if you would prefer to keep the orig- 
inal, to put in a copy? A.»—We 
would prefer to keep the original. 

—Copy of Agreement between Met- 
ropolitan Life and the London Life 
to be filed as Exhibit 300. 

(Reads Exhibit 300.) 

Q.—Do you think that first clause 
is fair to the agents?. A.—Limita- 
tion of service? 

Q.—The limitation that if a man 
has been employed by either the Met- 
ropolitan or the London, that for a 
year after he cannot be employed by 
the other company in the same place 
where he has been carrying on busi- 
ness before? A.—Yes, I think it is 
necessary in the industrial business. 


Q.—I gather from that that you 
regard industria] business in that re- 
spect to be on a different footing 
from ordinary business? A.—It is 
somewhat different, the association 
between the agent and the business 
is much closer than it is in ordinary 
business. 

Q.—Explain more clearly? A.—The 
agent is so familiar with the people 
he collects from week to week that 
in many cases if we were to employ 
a man in the same district in which 
he had worked for another company, 
a lot of that business would follow 
the agent, and then there would be 
a disposition on the part of the agent 
to take that business out, to tamper 
with it and carry it away to the other 
company, and be paid for it a second 
time; in short the man could stay 
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with one company as long as it paid 
him, and then go to another company 
and get paid again by the other com- 
pany for that business. 

Q.—That result is brought about 
by the fact to a great extent, that he 
meets these people from week to 
week? A.—Yes. 

Q.—I understand premiums are col- 
lected by calling at the house and get- 
ting five or ten cents every week? 
A.—Yes. 

Q.—You say that that man builds 
up an asset which he can withdraw 
from one company to another as it 
serves him? A.—Yes. 

Q.—And this Agreement in reality 
is to destroy this asset? A.—We do 
not view it in that way. 

Q.—That is the effect of it, is it 
not? A.—wNo. 

Q.—That is the good-will of his 
business? A.—We view it in the op- 
posite light, we say it is our asset, 
and we do not wish him to destroy 
it from our standpoint. 

Q.—It is not the joint asset of you 
two companies is it? A.—I think so, 
we have paid for it. 

Q.—The Metropolitan has not paid 
for the asset that your agent has? 
A.—No, but we have paid for it. 

Q.—You have not paid for the asset 
the Metropolitan agent hasP A.— 
But they have. 

Q.—You two companies combine to- 
gether to destroy the asset this agent 
has as his good-will, in other words 
the good-will of his business which 
he has at his back to try and get as 
good terms as he can to make his 
livelihood? A.—I think that is pro- 
vided for in the Agreement in which 
the agent agrees he will not tamper 


with the business of the company j 


after leaving its employ. 


.Q.—That is the agreement you make 
with your agntsP A.—Mr. Reid can 
tell you. 


MR. REID: I think it is in the 
agreement; I will find it. 


MR. TILLEY: Q.—yYou say if that 
could be regarded as unfair in the 
abstract, you contend it is not unfair 
in the concrete case because the man 
himself has agreed to that effect with 
youP A.—That is his contract 
with us. 

Q.—He has entered into an arrange 
ment with you whereby that asset is 
to be yours and not his? A.—Yes. 

Q.—And the mere fact that he has 
the opportunity to take it away does 
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not give him the right to do it? 
A.—That is our contention. 

DR. JEFFERY: He is paid for 
his time, the increase of the debit, 
and for collecting. 

MR. TILLEY: The second para- 
graph reads (reads). A.—I might 
make a further explanation; I might 
say previous to that agreement being 
entered into where we used to employ 
agents of this company in the same 
district we were continually in 
trouble, and writing one another; 
unfairness was charged and it gate 
us a great deal of trouble. 

Q.—Was it not a charge of unfair- 
ness as between one company and the 
other? A.—That was it. 

Q.—The Metropolitan would say to 
the London Life, ‘‘You got after our 
agent in Peterboro, and you have got 
him away from us,’’? and you charging 
the Metropolitan the same thing in 
some other place? A.—It was not 
that so much as it was the complaint 
in the districts themselves, agents 
digging out each other’s business and 
causing trouble between superinten- 
dents of the two companies; in short 
instead of working in comparative 
harmony, they were at daggers’ points 
nearly the whole time, caused by this 
method of conducting the business. 

Q.—If the companies were bona 
fide intending to live up to the agree- 
ment would not the first part of 
clause 1 cover the whole thing, ‘‘That 
they will not negotiate or offer any 
inducements to any person,’ etc. 
(reads)? A.—That would not cover a 
case of that kind; a man might leave 
the company voluntarily and come 
over to us. 

Q.—Do you think it is right that a 
man who is not in your employment, 
who will not accept the terms you are 
ready and willing to pay, must be 
cut off from this business? A.—Not 
necessarily— 


MR. TILLEY:‘ Q.—Mr. Reid says 
he cannot find the clause as to the 
agent’s obligations? . A.—It is pro- 
vided for somewhere. 

MR. REID: It may be in the Or- 
dinary Agreement. 


WITNESS: Is it in the agents’ in- 
struction book? 

MR. REID: Doubtless it is. 

MR. TILLEY: Q.—While we are 
touching on that again, let me put 
in what I omitted to put in this 
morning, the form used for the In- 
dustrial Superintendents and the As- 
sistant Superintendents—take the Su- 
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perintendents’ agreement form? A. 
—That is practically an Assistant 
Superintendent’s agreement form 
slightly altered, the same printed 
form. 

—Forms of Superintendent’s agree- 
ments filed as Exhibit 301. 

Q.—These Superintendents are not 
paid just on the same basis as the 
agents? A.—Not exactly. 

Q.—They have a salary? A.—The 
salary is their main remuneration. 

Q.—-And then they have an inter- 
est every quarter in the net debits? 
A.—Any increase in the debits, 

Q.—The same ag an agent? A.— 
Yes, not so large a percentage. 

Q.—Because they would get the per- 
centage on the whole increase in their 
districts? A.—Yes. 

Q.—The agreement with the Super- 
intendent and Assistant Superinten- 
dents progress from year to year so 
that they are to some extent anchored 
with the company? A.—They do. 

Q.—Their interest is in remaining 
with the company? A.—Yes. 

(Reads second clause of Exhibit 
No. 300.) ; 

Q.—What was the condition of af- 
fairs that required that contract to 
be entered into between you that you 
will disclose one to the other all the 
information you have regarding an 
agent that has been in your employ? 
A.—The object is to avoid getting in 
our employ dishonest men, men who 
have conducted themselves improper- 
ly with the other company. If they 
have not been honest there we do not 
want them. 

Q.—It is a sort of middle agency 
between the two of you? A.—In that 
respect, and affords: us reasonable in- 
formation along that line to protect 
ourselves. 

Q.—Section 3 is (reads). Does 
that mean that you found that the 
agents were doing considerable ad- 
verse talking about the opposition 
company? A.—No doubt there was a 
good deal of that previous to that 
agreement being entered into. 

Q.—Did this clause stop it? A.— 
In a large measure it did. 

Q.—How could vou enforce that, 
supposing your agent in Peterboro 
goes around talking about the Metro- 
politan and saying all manner _of 
things about it, then a complaint 
comes to you? A.—I think it is pro- 
vided for in the Agreement that the 
complaint is to be made to the Super- 
intendent first, and failing a proper 
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adjustment of the matter then it 
comes to the Head Office. 


Q.—The Agreement does not seem 


to provide what the company shall 
do in case a complaint is made and 
the Superintendent does right it, is 
there any understanding about that, 
that the agent shall be discharged? 
A.—Nothing more than what would 
be ordinarily expected in a company 
in a case like that living up to the 
Agreement; if your agents do not do 
it see that they do. 

Q.—One gets some insight into how 
rebating is carried on when you get 
the Agreement between the compa- 
nies themselves. Apparently it is a 
practice that is known to allow credit 
for premiums not actually paid by 
the applicant for insurance? A.—I 
may say that arose more largely in 
connection with transfers of business 
from one company to another. In 
industrial insurance an agent might 
go to a policyholder in the other com- 
pany and say, ‘“‘I will allow you what 
you have paid in the other company.”’’ 
And that is to prevent that. There 
are many peculiarities about indus- 
trial business that at first sight might 
seem strange, but in the practical 
working out of it these things are 
intended to correct them. 


@.—There are special features in 
connection with the industrial busi- 
nessP A.—Yes, and they have to be 
dealt with specially. 

Q.—In industrial business there is 
this stipulation: ‘‘In the event of the 
death of the insured within six 
months of the date of the policy only 
one-third, after six months and under 
nine months one-half, after nine 
and under twelve months three-quar- 
ters of these amounts will be paid.’’ 
That is to say, the policy is for a cer- 
tain amount, then within a certain 
space one percentage, within a longer 
space a little larger percentage, until 
you get up to the full amount paid 
under the policy? A.—Yes, 

Q.—The reason for that being 
what? A.—To prevent the company 
getting loaded up with a lot of bad 
risks that might be near death. 

Q.—Where the cases would be rush- 
ed in anticipating that death would 
occur? A.—Yes. 

Q.—Should death occur with con- 
sumption in the first year after the 
issue of the policy but one-half the 
amount which would otherwise be paid 
will be payable; why is that specially 
made about one disease; I notice it 
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in your Minutes? A.—It is one of 
the diseases that it is very difficult 
for the agent who is inspecting the 
business to determine whether the 
applicant is suffering from consump- 
tion, and it is a disease in respect of 
which there are a good many deaths, 
and it was to guard against being 
unduly loaded up with cases of that 
kind. 

Q.—Attached to the Agreement is 
a letter from the Secretary of the 
Metropolitan Life of October 24th, 
1895 (reads letter Exhibit 300). A. 
—I may say in that connection, the 
Metropolitan had prepared the form 
of Agreement for us to sign which 
covered over two or three years, and 
we were not satisfied with that, and 
they said, ‘‘You prepare an Agree- 
ment,’’? and that is the result. 

Q.—And you got it down to one 
year? A.—Yes, we thought that was 
long enough. 

Q.—The premiums in the ordinary 
branch of your business were based 
on the Hm. table with interest at 
41? A.—Of the with profit business; 
the old original non-participating 
business I think was based on the 
United Experience 43; I am not posi- 
tive as to that. 

Q.—In 1898 and 1899 the interest 
was changed to 4 per cent., since 1900 
the interest has been as the Act re- 
quires, 33 per cent.? A.—Yes. 

Q.—The industrial branch the 
basis of the rates up to Ist January, 
1900, was combined experience table, 
interest at 4 per cent.; how does the. 
combined experience table compare 
with the Hm. table? A.—The prem- 
ium would be a trifle lower, and at 
the same rate of interest, no very 
great variation. 

Q.—Since that date the basis has 
been Farr’s English table No. 3 with 
interest at 3 per cent.? A.—Yes. 

Q.—How does. Farr’s English table 
compare with Combined Experience? 
A.—I think it provides for a little 
heavier death rate particularly at the 
earlier ages. 

Q.—Getting more? A.—Nearer the 
death rate of the population. | 

Q.—Is Farr’s English Table high 
enough, the death rate? A.—I think 
so, we think it is high enough for 
our experience in Canada. I may 
say we have always based the rates 
at 4 per cent. higher rate of interest 
as a better margin of safety. 
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Q.—Is your extra premium consid- 
ered entirely with regard to loading 
in respect to industrial policies? <A. 
—Except it is on 34 per cent. lower 
rate of interest. 

Q.—That is a higher standard bring- 
ing a higher reserye? A.—Yes. 

Q.—How does the loading ordinarily 
compare with the net premium for 
ordinary insurance? A.—From 20 to 
30 per cent. on the 34 rates. 

Q.—How would loading on the in- 
dustrial net premium be in order to 
get the gross premium for industrial 
businessP A.—50 per cent. higher at 
least. 

Q.—What do you mean? A.—One- 
half higher. 

Q.—Is not the loading ‘75 to 100 
per cent. of, the net premium? A. 
—That would be of the net premium ; 
in the other case that is 20 to 30 per 
cent. of the premium would be load- 
ing; of course 100 on the net would 
not be 100 per cent. off the gross. 

Q.—The way in which you have 
loaded the whole life and endowment 
policies I will put in as an exhibit 
(filed as exhibit 802.) I notice you 
have some monthly insurance? A.— 
Yes. 

Q.—Which is the medium between 
weekly and ordinary insurance? A. 
—It is industrial insurance, but it is 
intended to be operative in places 
where an agent could not convenient- 
ly collect weekly. 

Q.—Have you done much business 
of that kind? A.—Not a great deal. 

Q.—I suppose there are no feat- 
ures which distinguish it from the or- 
dinary business? A.—It is about of 
the same general character. 

Q.—The rates are a little more fav- 
orable, being less expensive to write 
up and collect? A.—We pay less per- 
centage to collect it, because we have 
to collect it less frequently, and we 
can therefore do a little better for the 
people. 

Q.—In speaking of the expense of 
obtaining and retaining insurance you 
referred to the fact that the bulk of 
the business is written under contracts 
on a thoroughly commission basis, I 
suppose that is soP A.—Yes. 

Q.—Some, however, is on salary? A. 
—Yes. 

Q.—As to the commission basis 
there is a good deal of money advanc- 


ed is there not by way of advances to 


agents? A.—Quite a bit. 

Q.—Do you carry that forward in 
your books as an asset? A.—No, we 
charge it up to commissions as it goes 
out. 
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Q.—Is that the proper way to treat 
it? A.—We think so. 

Q.—Is it the common way? A.— 
Yes, I think with companies that do 
not have some particular object of 
treating it some other way. 

Q.—You have added a rider to that 
because there.seem to be several treat- 
ing it differently? A.—They perhaps 
have some special reasons for treating 
it differently. 

Q.—You say that while it may be 
regarded and treated as something 
else, it is in reality money that is paid 
out by way of expense to agents to 
get business, and you do not get it 
back? A.—No. 

Q.—It is a rare thing to. get it 
backP A.—It is not intended to be 
paid back, it is a guarantee, we say 
to our men ‘‘You give your time and 
we will give you so much.”’ 

Q.—It is for that reason we find no 
item in your books of agents’ ad- 
vances? A.—Never had anything of 
the kind. 

Q.—It will just show your expenses 
that much higher? A.—Probably, 
for the time being. 

Q.—It must come in sometime ? A. 
—Yes, if it is honestly dealt with. 

Q.—In the case of surrender values 
you do not of course allow the full 
reserve? A.—No, sir. 

Q.—Why should not the full reserve 
be given to the shareholder? A.—I 
think there are many reasons, there 
are two parties to the contract, the 
company must carry the risk in con- 
sideration of the applicant paying a 
certain premium. The contract is 
that the applicant will do certain 
things for a certain length of time; 
we have to do certain things for him. 
If one of the parties does certain 
things it breaks the contract, and one 
party may have gone to considerable 
expense in getting that business. 

Q.—That is one reason; get back 
to the company; the excess money 
that is paid out in the initial year of 
the policy to get it? A.—Yes. 

Q.—And if you would give the full 
surrender, that excess cost, dealing 
fairly, must come out of the policy 
some time, must be returned to the 
company? A.—It would come out of 
the profits of the policyholders, who 
stay and carry out their policies, and 
that would not be fair to them all. 
Another element is in the cutting off 
of business from the books of the com- 
pany there is apt to be a selection 
against the company. 
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_Q.—That is to say it is the good 
lives that surrender more than the 
bad lives? A.—The chances would 
be that would be the case. 

Q.—Any person who thinks that his 
policy may become a claim reasonably 
soon is not so apt to surrender it as 
some person who feels He is in pretty 
good healthP A.—Yes, I think that 
would be the common sense view to 
take. 

Q.—So that there is a_ selection 
against the company, and _ therefore 
when a man comes to you and says 
‘I want the surrender value,’’ then 
having regard to the average you 
have struck you should take some- 
thing from him to make up for the 
man who is staying on by reason of 
being a poor life? A.—I think that 
1s amply evidenced that is the case 
by the experience of those English 
companies who did business in this 
country prior to the passing of the 
Insurance Act. Several companies 
withdrew at that time. The death 
rate of those companies has been 
enormously heavy in the business that 
remained. The death rate was very 
much heavier than would ordinarily 
be the case. : 

Q.—Then there is the other ele- 
ment, of course, there is the loss of 
the profit on the business that the in- 
surance company is fairly entitled to? 
A.—Which it would naturally expect 
to make after spending a lot of money. 


Q.—Because he changes his mind 
you do not expect to let him out with- 
out giving you some of the profit you 
had stipulated for? A.—We _ should 
have at least enough to replace that 
business. 


Q.—Enough to get other insurance 
on in lieu of it? A.—A little of some- 
thing to the good. 


Q.—You have to give the man a 


certain percentage, I won’t attempt 
to say what you have indicated as 
to percentage for the man to get, I 
could not work it out? A.—I think 
we have put in an exhibit how it does 
work out. 

_ Q.—And I think I had beter put 
in the document as you have hand- 
ed it to me rather than attempt to 
construe itP A.—If you would take 
the trouble to go through it you would 
find it is a fair arrangement. 


Q.—I am not criticising it from 
that standpoint; it is an involved 
computation you have to make out? 
A.—Necessarily somewhat involved 
probably to the man who is not fam- 
iliar with that kind of thing. 
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Q.—I would like to put it in; Mr. 
Richter has gone to a good deal of 
trouble with it and it may probably 
be useful in considering the matter 
(filed as exhibit 303)? A= lamiay 
say in further explanation of that, 
if more light is wanted on that sub- 
ject it has been dealt with several 
times by members of the British In- 
stitute of Actuaries, and very able 
papers written on the subject, and if 
those papers are wanted they can be 
produced. 

Q.—Are there any excessive salaries 
in your company except your own? 
A.—Perhaps I am the worst of any 
in that line. 

Q.—You think your company is 
carried on on reasonable and conserva- 
tive lines with regard to salaries and 
remuneration? .A.—I suppose we 
are hardly the best judges of that. 

Q.—I do not know but what it is 
fair to say that. After you had 
the money in the company’s ex- 
chequer to make good the impair- 
ment you commenced sometime after- 
wards to roll up a surplus, didn’t 
your A,—Yes. 

Q.—Until it now amounts to what 
sum? A.—Some $60,000 in excess of 
our actual requirements. 

Q.—How is that divided or is it 
divided at all, as between participat- 
ing policyholders and the sharehold- 
ers? A.—If it had to be divided it 
would be divided in the proportions 
of 95 per cent. to the policyholders 
and 5 per cent. to the shareholders, 
with certain limitations attached to 
the 5 per cent. f 

Q.—You commenced that by say- 
ing if it had to be divided, should 
it not be divided? A.—I think not, 
not in a going concern. 4 

Q.—It should be left there as it 
is for a time? A.—That is only a 
reasonably safe margin I think for 
the carrying on of business to guard 
against possible future contingencies 
that may arise. 

Q.—While you may keep money to 
the credit of policyholders as surplus 
and the other as shareholders, would 
it not be proper to divide it so that 
the Directors, being trustees for 
these participating shareholders, 
would have set apart that fund as 
being the policyholders’? A,—They 
know nearly the whole of that be- 
longs to the policyholders if it had 
to be divided. 

Q.—By what right does it belong 
to the policyholders, there is nothing 
in the Charter that makes it theirs? 
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A.—By By-laws and regulations. 

Q.—Nothing in the Charter? A.— 
No, the Charter authorizes the By 
laws 

Q.—You could change the By-laws 
at any timeP A.—Not so as to be 
to the detriment of any existing pol- 
icyholders. 

Q.—Would not it be well to divide 
that fund so that you could, not pass 
a By-law which would be to the det- 
riment of participating policyho!d- 
ers? A.—I do not think so. 

Q.—I mean as a matter of book- 
keeping— 

MR. KENT: So that the share- 
holder could never look at it. 


MR. TILLEY: What do you think 
of it? A.—Under our By-laws I do 
not think that would be proper. 

Q.—Why? A.—In the first place 
until such times as it is_ actually 
apportionable, then of course it is 
not divisible. 

Q.—It-is ‘not his? A.—It is not 
either party’s. 

Q.—One party has a good hand on 
it, would not it be well to just divide 
the responsibility of taking care of 
that fund? A.—I fail to see 5 per 
cent., what would be a matter of 
$3,000, that you can divide it up 
$57,000 to one and $3,000 to the 
other—the idea is not that it shall be 
divided; my idea is we should carry 
an undivided surplus, I estimate that 
it should be a sum when we can at- 
tain to it of not less than $10 a 
thousand of our ordinary business 
and $5 a thousand of our industrial 
as a reasonable margin of safety. 

Q.—You aim at establishing that 
undivided fund? A.—Yes, 

Q.—Before you feel the company is 
reasonably safe and sound? A.— 
Yes. 

Q.—That is good insurance busi- 
ness? A.—I think so; because if we 
were to discontinue our business there 
is no doubt that the demands on the 
company would not be met by the 
ordinary income of the company. 

Q.—There is nothing in that that I 
see to prevent you making the di- 
vision you think fair and proper; 
still retaining the money? A.—Noth- 
ing to prevent us; we do not think 
it is necessary under our By-laws. 
If you will take the trouble to read 
them I do not think you will say there 
is anything that will call for a di- 


vision of it. If it was ever dealt ~ 


with in any way, shape or form it 
would have to be divided and have 
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to be divided in the proportions 1 
have mentioned. 


Q.—You have handed in a state- 
ment showing the dividends paid out 
from organization to 1905. I notice in 
1889 there is apparently a blank, no 
dividend paid to the shareholders? 
A.—That was the year a special as- 
sessment was levied, it would not seem 
very proper to pay a dividend and 
ask them to put up a special assess- 
ment. 


Q.—Was not a dividend declared in 
that year which went to make up a 
loss on some security—what was the 
cbject for it? A.—If there was 
anything of that kind. the Minutes 
would show it. It is barely possible 
it may have been mentioned in that 
way. If so it had reference to that 
sale of stock I referred to this morn- 
ing. 

Q.—I think probably that is it? A. 
—And it went in with the $4 a share 
of assessment and the two helped to 
make that— 

Q.—On page 22 I will read that 
(reads on page 22 of Exhibit 294). 
Is that the dividend? A.—Yes, that 
is that particular dividend. 

Q.—Later on in 1904 that was made 
good, was it not, by a resolution which 
created a dividend for that year of 
1899, adding interest down to the 
time it was paid in 1894, and that 
was paid to the shareholders in divi- 
dends that year? A.—Not paid, 
credited. 

Q.—Credited to their special fund? 
A.—Yes. 

Q. Then in 1896 the By-laws and 
Minutes show that the shareholders 
were paid besides a dividend of. 7 
per cent. on their stock, they were 
paid a dividend of 6 per cent. on a 
fund of $12,500 that you had to the 
credit of shareholders? .A.—That is 
right. 

Q.—That $12,500 was really a 
quarter of the capital stock, that is 
to say, bore the relation of 25 per 
cent.? A.—It would bear that rela- 
tion, although it had no connection 
with it. 

Q.—That 6 per cent. would be like 
an additional 13 per cent. on the 
capital stock? A.—Yes. 

Q—So that that would make the 
dividend of the shareholders in actual 
receipts 83, 7 and 14 per cent.? A. 
—Just about that. 

Q.—That ran from 1896 to 1899 in- 
clusive? A.—Yes. 
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Q.—Then from 1899 you paid 8 per 
cent.? A.—Yes, there is a_ special 
resolution there ; 

Q.—What was the nature of that 
transaction that took place then? A. 
—That $4 a share assessment levied 
in 1899 was levied on the understand- 
ing that it could be made good to 
the shareholders out of the earnings 
of the company whenever the earnings 
would justify it. That was made good 
from time to time and by 1899 we 
had that money all safe at the credit 
of the shareholders again. At that 
time the Government changed the 
standard of reserve, and the Direc- 
tors of the company very generously 
gave us the benefit of that $15,000 
for the time being to apply to the 
credit of our reserve fund to increase 
the reserve on our old business from 
4+ to 4, and then took 8 per cent. 
thereafter instead of 83. 

Q.—You kept the $15,000 there, is 
it there yet? A.—It has been trans- 
ferred to the reserve account. 

Q.—That $12,500 was part of a 
fund of $15,000P A.—Yes. 

Q.—Why was the interest on the 
whole $15,000 allowed if there was 
that exact fund? A.—Because part 
of the $15,000 was made up out of 
their share of the profits that had 
been distributed in the meantime on 
which they were not entitled to any 
interest. | | 

Q.—Then the $15,000 went into the 
General Reserve? A.—Yes. . 

-Q—Is it in the $61,000? A.—No, 
that is over and above that—pardon 
me, of course if that $61,000 were 
to be distributed the provision is in 
the final winding up of the company 
that that $15,000 can be paid back 
to the shareholders, and of course it 
would come out of that $60,000 or 
probably out of a bigger sum _ that 
would be then at the credit. 

Q.—Have you $61,000 surplus over 
and above that $15,000? A.—We 
have, because the $15,000 has gone 
to increase the reserve fund by $15,- 
000 more than it would be. 

Q.—That $15,000 has been credited 
to your reserve fund, getting ready 
for the raise you must make in your 
reserve under the Act? A.—Yes, it 
would enable us to put our business 
on a 4 per cent. basis at once. 

Q.—And having done that, and put 
that into the reserve account, it still 
leaves you with $61,000 free? A.— 
Yes. 

Q.—What else have you done to- 
wards getting ready for the strength- 
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ening of the Reserve under the Act? 
A.—We set aside from year to year 
a special reserve which, I think, if 
my memory serves me right, amounts 
to $18,000. 

Q.—When did you commence build- 
ing up that fund? A.—Since 1900. 

Q.—By even or fairly even— A.— 
We just set aside from year to year 
what we could afford to set aside; 
if we had a good year we set aside 
more, and if we had an indifferent 
year not so much. ‘ 

Q.—What did you do last year? A. 
—I think $5,000. 

Q.—What do you anticipate you 
must have for the time when the Act 
comes into force? A.—My impres- 
sion is about $35,000 will be neces- 
sary. 

Q.—That is 1915? A.—I am figur- 
ing on 1910. We are already on a 
4 per cent. basis up to 1910, and we 
expect to be on a 34 per cent. basis, 
I think it would take about $35,000 
over our ordinary reserve. That is 
subject to an actua! calculation; I 
am only guessing at that. 

Q.—You think the company will 
have no difficulty in getting that re- 
serve? A.—I am not expecting any. 

Q.—Do you intend, so far as you 
have any intention on the_ subject 
now to do so by setting aside some- 
thing out of each year in the way 
you have indicated? A.—That is the 
intention. 

Q.—You have not started it by 
taking the policies in certain years 
and putting them on a different basis 
of interest? A.—No, we are setting 
aside a special fund which takes the 
place of that. 

Q.—What profit did your indus- 
trial business make last year? A.— 
I am not able to answer that offhand. 
Perhaps Mr. Reid can tell you. 

MR. REID: Do you mean the net 
profit ? 

MR. TILLEY: Yes. 

MR. REID: After distributing the 
gross surplus as it were, about $12,- 
000. 

MR. TILLEY: What was the net 
increase in the whole business? 

WITNESS: I think about eight or 
nine hundred thousand dollars. 

Q.—In the surplus? A.—About 
$11,000. 

().—Would that indicate that the 
industrial business had supplied all 
the increase in surplus last year? <A. 
—No, not necessarily so. 
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MR. REID: That is the net in- 
crease of surplus after applying 
various amounts to different purposes. 


MR. TILLEY: Q.—The $5,000 for 
reserve and so on, that special fund 
would come out of it? 

MR. REID: Yes. 

Q.—The basis of reserve, was it re- 
quired to be changed with respect to 
industrial business as well a ordinary ? 

WITNESS: It applied to a!l busi- 
ness. 

Q.—Was one of the complaints that 
was mentioned to you by reason of 
the complainer not understanding 
such, matters as that? A.—The case 
you referred to this morning? 


Q.—That was the nature of the 
grievance, by the fact that that in- 
dividual, in common with a great 
many other members of the public, 
did not or do not understand the 
reserve requirements, that is fair, is 
it? A.—I think that is fair. 


Q.—That would account for some of 
the complaints you get? A.—Yes. 

Q.—Do you pay a bonus to agents 
in addition to their regular commis- 
sions and travelling expenses? A.— 
I think there are in some cases small 
bonuses. 

Q.—Do you approve of it? A— 
In a general way I do not; it is cap- 
able of abuse. 


Q.—I suppose you find that certain 
conditions require exceptional treat- 
ment sometimes? A.—Competition 
makes us do lots of things we would 
not do probably if it was not for the 
competition. ' 

Q.—The companies. have all been 
permitting themselves to be led in this 
matter of competition lately? A.— 
Perhaps I ought not to be expected 
to say as to all companies doing that, 
but I think the tendency has been 
in that direction. 

Q.—You seem to have a substantial 
item of expense account in the na- 
ture of travelling expenses, is that 
due to the industrial business, does 
that make it more expensive than the 
crdinary business would beP A.— 
Have you reference to the item of 
travelling expenses or to the item of 
expense account? 

Q.—Travelling expenses? A.—That 
would be due partly to the industrial, 
but mainly to the ordinary, the trav- 
elling expenses of ordinary agents, 
superintendent and so on. 

Q.—Which you pay? A.—Which 


we have to pay. 
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Q.—And accounted to you specially 
by the agent? A.—They send us a 
memorandum each month in a speci- 
ally prepared voucher for the purpose 
showing the items from day to day. 

Q.—Have you provisions in your 
policy for automatic non-forfeiture ? 
A.—I don’t think so, not in our old 
policies at any rate, and I am not 
so sure that our most recent contract 
does not provide for something of that 
kind,. or partial. 

Q.—The policy I have does not 
contain that provision, although there 
1S provision as to getting paid-up in- 
Surance within three months? A.— 
They all guarantee paid-up insurance, 
but there must be an application, 

Q.—Do you think that is a proper 
provision? A.—Yes, 

Q.—Why do you think the policy- 
holder’s right to paid-up insurance 
should depend on his applying for it? 
A.—There are various reasons why he 
ought to do that I think; in the first 
place I think it keeps us in touch 
with him for one thing, and another 
thing, I think it saves people from 
falling into probably a loose habit in 
connection with their insurance. 


Q.—You mean a sort of educating 
clause? A.—Partially educating, 
partly beneficial, and partly in their 
interests. 

Q.—It is not in the interest of the 
ones who forget to apply? A.—In 
those cases we remind them. 


Q.—Do you remind them they can 
get paid up insurance? A.—We do 
in every case where we can find the 
man. 

Q.—How do you remind him of it? 
A.—By letter. 

Q.—By circular letter? A.—No, ex- 
pressly written, telling him what he 
is entitled to do and urging him 
what to do. 


Q.—Have you any printed circular 
asking him to pay the premium? A. 
—That would be previous to this other 
letter. 

Q.—You have nothing to follow it 
up with, circular No. 2, ‘‘Now, you 
have some paid up insurance?’?’?’ A.— 
There are, I think, circulars of that 
kind in use by the agents, and then 
after the agent fails to collect it 1° 
gets into the company’s hands and it 
is followed up bv special letters. 

Q.—You have benefitted by the fail- 
ure of the insured persons to apply: 
A.—Very slightly, indeed, in fact any 
benefit we have made in that way we 
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would prefer not to make it, we 
would prefer to give a paid up policy 
in every case where it was due. 

Q.—Why? A.—Because we think 
he ought to have it. 

Q.—Why not send it to him any 
way? A.—Because certain prelim- 
inaries have to be complied with; we 
do not know where to send it; he gets 
it in every case where we know. I 
do not know of a single case where 
a man has not received a paid up 
policy where we can find the man, 
and there are some cases where we 
have not been able to find the man 
and we have carried the reserye for 
it so that if he applied for it the next 
year he could get it. 

Q.—Do you say the difference in 
your premiums as to the period be- 
tween 1874 to 1883 and the present 
time indicates higher expense that the 
company is being put to to get busi- 
ness? !/!A.—The business from 1874 
to 1883 was purely non-participating. 

Q.—You made rates for that period 
of non-participating? A.—Yes. 

Q.—And then there would be the 
different rate of interest for the re- 
serve? A.—Yes. 

Q.—What is a high rate paid by 
Canadian companies for agents’ com- 
missions P A.—I think the general 
average of commissions now would be 
from 50 to 75 per cent., with reason- 
able renewal interest. 

Q.—What is a reasonable renewal 
interest? A.—5 per cent. 

Q.—Continuing how long? <A.— 
During the continuance of the agency. 

Q.—How can an agency be termin- 
ated? A.—Any time at a month’s 
notice. 

Q.—Have you any knowledge of a 
common practice that agents who have 
interests in renewals and whose con- 
tracts are terminated in that way are 
allowed something by way of compen- 
sation when leaving? A.—I do not 
think that could be called a very com- 
mon practice. 

Q.—Has your company adopted it? 
A.—No. 

Q.—Do you know of many companies 
in Canada that have? <A.—I do not 
know; I have heard of such cases but 
I do not think they are common. 
Of course it would depend upon the 
nature of the contract; it may be per- 
fectly proper in some cases. 

Q.—The contract as you have indi- 
cated it there, you think ordinarily. 
insurance companies live up to that 
the same as any other employer? A. 
—I think so. 
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Q.—And so that is the bargain, 
and your employment is at an end 
and the contract is terminated? A. 
—Of course there may be special cases, 
but generally speaking that is the 
case. 

Q.—What is a fair amount of insur- 
ance for a good agent to write in a 
year? A.—$75,000 to $100,000. 

Q.—What is a fair premium for 
$1,000? A.—$35, probably. 

Q.—Then that would be how much 
gross first premium? A.—Somewhere 
in the neighborhood of $3,000 or 
$3,500. ; 

_ Q.—That an agent should receive 
in first premiums, a good agent? A. 
—Yes. 

Q.—And that would be a good 
agent? A.—That would be a fairly 
good agent; there are more do less 
than do more. 

Q.—You mean do less of the public? 
A.—We are not supposed to do the 
public, the public do us from our view 
point. 

Q.—If an agent is paid 75 per cent. 
on that he would be getting say $2,- 
500 to $2,700? A.—Something in that 
neighborhood. 

Q.—That is first year business? A. 
—Yes. 

Q.—And then besides that he gets 
this interest in renewals? A.—That 
would come subsequently. | 


Q.—But as he goes on for a few 
years that grows, and it is increas- 
ing his account? A.—As against that, 
of course, he has travelling expenses 
and that kind of thing to pay. 


Q.—What would be a fair amount 
for an agent to save to himself out of 
that $2,700, after he had paid all the 
rebates and allowances? A.—That all 
depends. 

Q.—I am not going to ask you if 
they do rebate, we have got past that 
stage; the only question is how much? 
A.—I think an agent doing that 
amount of business would probably 
save from $1,500 to $1,800 a year for 
himself. : 


Q.—Out of $2,700? A.—I do not 
mean to say the difference would be 
in rebates entirely, but he would have 
legitimate expenses that would take 
up a large share. 

Q.—What percentage would. be his 
rebates, I know you cannot say any- 
thing exact about that without tak- 
ing some particular case, but. dealing 
with agents, I suppose you learn from 
them ‘True, I would make $2,700, 
but I have to give fully a third of that 
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away?’? A.—I think that practice ap- 
plies more particularly in the cities 
than to country business. 

Q.—You think that does not apply 
so much in a company like yours, you 
mean? A.—I think the company whose 


business is in the larger centres would . 


have more of that thing to deal with 
than where a business is scattered. 

Q.—News spreads? A.—The people 
seem to have got into the habit of 
expecting. 

MR. KENT: The greater the popu- 
lation the less virtue there? A.—I 
believe that to be true, that is, that 
Toronto is so much worse than here, 
and Montreal worse than Toronto. 


MR. TILLEY: I suppose that all 
companies must know of this rebat- 


. ing, there is no question about that? 


A.—I do not think there is any doubt 
about it, they know of it. 

Q.—AIll feel the effect of it? A. 
—To some extent. 

Q.—If you could make that money 
stop in your agent’s pockets it would 
just be a saving to the company, a 
certain portion of it at any rate? A. 
—In large part I think it would. ~ 


Q.—Have you any remedy to sug- 
gest for that? A.—I thought I had 
some years ago, but I have given it 
up. 

Q.—Do you say it cannot be done, 
at any rate so far as your knowledge 
and experience can indicate, by the 
companies themselves? A.—I fear it 
cannot without some assistance, moral 
or otherwise, to help them. 

Q.—By moral you include Ga 
tionP A.—I think sv. 


Q.—Having got legislation, what 
sort of legislation would you think 
should be put on the books?: A.—My 
impression is the same kind of legis- 
lation that is intended to stop chicken 
stealing or anything of that kind, 
make it apply. 

Q.—Who would you punish? A.— 
Everybody connected with it. 

Q.—And particularly? A.—The 
giver. and receiver and the company, 
too, if they receive it. I think they 
all know more or less about it. I think 
in fairness to the company I ought to 
say after all the companies, I believe, 
honestly do try to keep it within as 
reasonable limits as they possibly can. 
I think they are all anxious to do 
away with it if it can be done. 

Q.—I suppose if it is necessary to 
get the business, a man going into 
the office and saying, ‘‘I have come 
to you without any agent canvassing 
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me, and I want a little solatium,’’ I 
suppose he gets is? A.—He would not 
get it from me. 


MR. LANGMUIR: If it was entire- 


ly prohibited by law do you think it 


would materially lessen the amount of 
insurance written? A.—Not very 
much, I think it would cut out some 
of the business that goes on at the 
end of the year as a mere makeshift ; 
I do not think it would lessen the 
legitimate insurance. 


MR. KENT: It would have a ten- 
dency to lessen lapses of policies? A. 
—It probably would, because that 
class of business would be eliminated, 
and that is the class of business that 
does not stay as a rule. 


Q.—And that would enable all the 
companies to diminish the commission 
paid to agents, and it would increase 
the profits to the policyholder? A.—It 
might have that effect, although I 
might say that I think the extra cost 
of living in recent years has had some- 
thing to do with the expense of life 
insurance business, in fact in that re- 


spect I don’t think it is different from 


any other line of business; I think it 
costs more to-day to conduct any line 
of business than it did ten or fifteen 
years ago. 


Q.—If the Parliament of Canada 
was called upon to legislate simply to 
enable an insurance ayent to keep the 
rebate in his pocket it is altogether 
likely there would not be much legisla- 
tion put through. 1lf a policyholder 
is not going to benefit by the stop- 
page of rebates, one of the principal 
reasons falls to the ground. If you 
do not think the policyholder is going 
to reap any benefit from the stoppage 
of rebates I would like you to say 
sop A.—What I meant to say was 
I do not think the whole difference 
would redound to the benefit of the 
policyholder, it might not, but I think 
a measurable proportion ‘of it would. 

Q.—My own idea has always been 
that as you say a measurable propor- 
tion would go to increase the profits 
of the participating policyholder? A. 
—I think that would be right. 


MR. TILLEY: Q.—I see you de- 
cided to treat all weekly premium 
policies as paid up at the age of 85? 
A.—Yes. 


Q.—Is that common to all compan- 
ies? A.—No, it was a special feature. 
We felt we had reached the stage in 
our experience when we could grant 
that concession. 
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Q.—You ask for no further premium 
if the insured lives beyond that age? 
A.—That is not a matter of contract, 
that is a concession the Board gave. 

Q.—Do you ever have industrial 
policies that run longer than that? 
A.—I am not so sure whether we have 
any as yet, but if we have not we 
are getting very close to it. 

MR. REID: We have not any yet. 

MR. TILLEY: Q.—Do you publish 
books of estimates? A.—We do not 
in a sense, it is a book of estimates 
based on actual results. 

Q.—Is this a book of actual results? 
A.—Yes. 

Q.—In this book you take certain 
policies, and you show the premium 
of the different years, the actual divi- 
dend or surplus, what the net pre- 
mium is after deducting that, what 
total is paid and cash surrender value 
at the end of the time, and so on? 
A.—Yes. 

Q.—Those are actual results? A.— 
And the examples show they are in- 
tended to be a fair range of policies 
at various ages on various plans. 

Q.—Do you think that is more in 
the interest of your company than 
’ to circulate estimates? A.—We think 
that is honest, it is the proper thing 
to do. 

Q.—You think that is a preferable 
thing to do from an imsurance stand- 
point, too? A.—Yes. 

Q.—It is better to advertise the ac- 
tual results than it is to advertise 
estimates? A.—Yes. 


—Book referred to showing results 
of policies marked as Exhibit 304. 

Q.—You have besides that adver- 
tised estimates? A.—They would ap- 
ply to our more recent 33 per cent. 
policies in regard to which we would 
not have the same experience as on 
those; but I may say our present esti- 
mates were prepared in 1900 when the 
new 33 per cent. rates came in force, 
and that last year profits paid to 
our policyholders were exactly on the 
basis of those estimates. 

Q.—I have not any particular criti- 
cism to offer of the estimates? A.— 
The estimates are based on the re- 
sults of the past and they should be 
reasonably correct; 1n fact, we are 
doing better than those estimates 
would indicate. 


Q.—You do not write tontine poli- 
cies? A.—We do not in the ordinary 
sense of the term. 

Q.—You have a reserve dividend 
whole life policy? A.—yYes, the value 
of the profits are used to increase the 
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reserve fund and cunvert them into 
endowment policies eventually, that 
is a life policy will become an endow- 
ment at about shortly after the ex- 
pectancy period. 

Q.—It shortens the period? A.— 
Yes, the life policy would be payable 
only at death by the application of 
the profits, in that way it would con- 
vert them into endowment policies. 

Q.—Is it guaranteed? A.—Yes. 

Q.—You have an Ideal Income 
Bond? A.—Yes. That is, on attain- 
ing a certain age a man is entitled 
to a certain guaranteed income for 
the rest of his life. 


Q.—Why are the companies substi- 
tuting the word bond for policy? A. 
—I don’t know, I suppose they do 
not want to call them all by the same 
name. 

Q.—A guaranteed 4 per cent. in- 
stalment bond, you gave us no sample 
of that, describe what sort of pol- 
icy that is? A.—I was under the 
impression we had put it in. 

Q.—We have not one now, I will 
put it that way; it is 20 instalments 
of $202 A.—I would ask Mr. Reid 
to give you that information. 

Q.—Also a annuity for life $40 per 
annum. 

MR. REID: Yes, the policy is pay- 
able in case of death by 20 _ instal- 
ments of $50 each, in case of the 
insured living beyond the age he 1s 
entitled to $40 a year as long as he 
lives, and at death the policy is pay- 
able in 20 instalments of $50 each. 

Q.—Do you put your surrender 
values and paid up insurance in the 
policies? 

MR. REID: Well, they are in now, 
they were not in before this year. 

Mr. Tilley files form of Industrial 
Policy which was marked exhibit 305. 


Mr. Tilley also files profit and_ loss 
statement which was marked exhibit 
306. 

Q.—Your profit and loss statement 
has been put in, your loading on first 
year premiums for 1905 are $18,916? 
A.—Yes. 

Q.—Your net expected death loss 
in 1905, $14,270; actual death loss, 
$5,065? A.—That applied only to the 
new business. 

Q.—Total margins of first year 
premiums 1905, $28,120, expenses, 
$64,016; which makes your cost of 
first year business about 21 times 
your margins for the first year? <A. 
—Yes. 
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Q.—Which is about 228 per cent. of 
your expenses, do you think that is 
a fairly low ratio for your expenses 
as compared with first year margins? 
_A.—I think as compared with what 
you have found in the investigation 
it is pretty low. 

Q.—You say by comparison with 
other companies you think that re- 
dounds to your credit? A.—It is 
about 450 in some you have found. 


Q.—The loading on renewal prem- 
iums paid during 1905 amounts to 
$102,900, all other expenses except 
taxes $95,256, making a profit of 
$7,644, net expected death losses in 
1905 other than /frenewal $103,001; 
actual death losses $74,167; that is 
about 72 per cent. Is that a little 
higher than usual in that year, or 
about the average? A.—I think about 
the average. I think it would run 
in a company of our age about 75 per 
cent. of the table rate. 

Q.—That shows a profit of $28,834, 
your annuity claims do not affect 
your profit and loss for the year? A. 
—We have none. 

Q.—Interest, dividends, rents re- 
ceived’ durng 1905, $90,873 less taxes 
$7,540, less credited to special funds, 
$1,177, less required to make good 
the reserve in 1905, $65,228. 


MR. LANGMUIR: You received 
over 5 per cent.? A.—It averaged 52 
per cent. and showed better on our 
mean invested assets. 

MR. TILLEY: Q.—Then your out- 
goings would be $73,945 and _ your 
cash in respect of interest item would 
be $16,928; profits from sales or 
maturity $1,075. what is that in res- 
pect of? A.—We made a profit on 
the sale of some stocks last year. 

Q.—What stock? A.—Canadian 
Savings and Loan Co. stocks. 

Q.—Not Canadian Pacific Ry.? A. 
= Not 

Q.—You néver had any C.P.R.? A. 
—No, nor any other railway stocks, 
nor any other unauthorized stocks, 
TI am happy to say. 


Q.—Increase of market values net 
$960: reserves released by surrender 
and~ lapse, $20,728; less surrender 
values allowed $11,574, a profit of 
$9,154. Then a small loss of $184 in 
sundry matters. That leaves a total 
profits of $84,595, total loss item 
$36,029. leaving net profit for the 
vear 1905. $28,516. You think that 
is a good showing? A.—It might per- 
havs be better, but I think it is 
fair. 


London Life Ins. Co. 
(John G, Richter, Ex’d.) 


Q.—Companies are not required to 
make up this profit and loss state- 
ment every year? A.—We have never 
been required to do that heretofore 
in Canada. 

Q.—Do you think that would be ‘a 
good innovation here? A.—I dare 
say it would serve a useful purpose. 
I might say anything that would be 
required in that connection reasonable 
notice ought to be given so that they 
could prepare their books. The  in- 
formation required in this case gives 
the companies a great deal of labor. 

Q.—I suppose it is desirable to a 
very great extent that the bookkeep- 
ing systems of the insurance compan- 
ies should afford a ready means of 
checking the returns with the Govern- 
ment returns and verifying the things 
rapidly; their systems should be to 
some extent uniform? A.—TI certain- 
ly think that would be desirable, in 
any case whether uniform or not it 
should admit of being checked very 
rapidly, and you could arrive at it 
from the books of the company just 
where they are at. 


MR. LANGMUIR: I see you keep 
your investments almost entirely in 
mortgages and debentures? A.—Yes, 
your Honor. 

Q.—And loans upon your policies? 
A.—Yes. 

Q.—Have you any difficulty in gett- 
ing the requisite amount of mortgages 
and debentures to meet your require- 
ments? A.—We have not had in re- 
cent years, though probably about 
7 or 8 years ago there was a dearth of 
desirable loans in that way. 

Q.—Is there any necessity so far 
as your company is concerned to 
widen the provisions of the Invest- 
ment Act as to insurance? A.—Not 
so far as the present is concerned. 

Q.—I suppose you regard insurance 
funds as trust funds? A.—I  Cer- 
tainly do. 

Q.—Would you be opposed to in- 
vestments in stocks, railway stocks 
industrial investments ? A Of 
course that would need some quali- 
fication, there are some stocks which 
would be almost as good and quite 
as good as mortgages; there are 
other stocks that would be very risky. 

Q.—Do you know that many of the 
companies are asking very much 
wider power? A.—I am aware Ofsit: 

Q.—But you have no difficulty to- 
day in getting mortgages and deben- 
tures? A.—We have not had thus 


far. 
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MR. KENT: Would you be in 


favor of a proposition that was men-° 


tioned by one of the witnesses to 
stop rebating, that would be to fine 
the company $1,000 or to cancel its 
licenseP A.—As to the best method 
of doing that, of course that would 
require great consideration; I do not 
think that would be the best way of 
doing it. 

Q.—I would like you to give us 
your best. consideration say during 
the next 24 hours and before we leave 
London, to let me know what you 
yourself would advise, what abstract 
plan you would be in favor of, be- 
cause half measures would be of no 
use? <A.—I can tell you now what I 
think about it. 

Q.—I would rather have your opin- 
ion later, than your opinion given on 
the spur of the moment, if you have 
never considered the matter serious- 
ly? A.—I may say I have given it 
quite a little consideration, that 
nothing short of legislation along 
the lines of makng it an offence and 
punishing everybody concerned as for 
any other offence would :jstop it, and 
you would then have a moral matter 
such as would make respectable people 
in the community desist from look- 
ing for that kind of thing, and if 
we had that I think that would be 
more than half of it. I don’t think 
agents as a rule go around offering 
rebates; I think more people are seek- 
ing rebates than are offering them. 


Q.—We have had a variety of rea- 
sons given, one Managing Director 
was frank enough to say he believed 
the fault lay with the company them- 
selvesP A.—I think sometimes . it 
does. 


Q.—If punishment was meted out 
it should seek the guilty party? A. 
—I think all parties to a contract of 


that kind are guilty. Any man who - 


receives a rebate is equally guilty 
with the man who gives it. 


MR... TILLEY : ke will put. in ja 
copy ‘of the Act of this Company 
which Mr. Jeffery says we are per- 
fectly welcome to (files exhibit 307), 
and then I will put in also a state- 
ment showing the persistency of the 
industrial business of this company 
which has been made up for us (files 
exhibit 308.) 

Q.—This shows in this column with 
the sign ‘‘percentage’’ over it, the 
percentage that remains on the books 
at the end of each year? <A.—Yes, 
Mr. Reid made that up. 


6 EDWARD VII., A. 1906 


London Life Ins. Co. 
(John G. Richter, Mx’d.) 


Q.—State what this shows, Mr. 
Reid? 

Mr. Reid answers the questions 
until a change is indicated. 

A.—The first table shows the average 
of duration of policies in the indus- 
trial branch, that is those policies in 


force at the end of 1905, the average ~ 


duration of all policies was 64 years. 

Q.—And this second schedule shows? 
A.—The persistency of the business 
in the industrial branch that is tak- 
ing the year 1903 for instance, 61.7 
per cent. remains on the books at 
the end of the year, 37.9 per cent. 
remains to the end of the second 
year and 32.7 per cent. remains at 
the end of the 8rd year, and the 
other years are also set out there? 
A.—Yes. 


Q.—We had it claimed by a com- 
pany to be the leader in respect of 
this matter of persistency in indus- 
trial business; I suppose each com- 
pany claims to be the leader? A.— 
We do not make any claim; but that 
statement there shows there was 
twice as much remained on the books 
there as in the case of the leader. 

Mr. Richter answers the questions 
till a change is indicated. 

MR. TILLEY: Q.—Was the Excel- 
sior Life a party to the arrangement 
that -was entered into between you 
and the Metropolitan in regard to 
the agents? A.—No. aere 

Q.—It was contemplated they 
should be? A.—I cannot say as to 
that, it was a mutual arrangement 
between ourselves and the Metropoli- 
tan, this company being our chief 
competitors, and I may say in that 
connection the agreement emanated 
from the Metropolitan entirely. It 
had been in use on the other side be- 
tween the Metropolitan, Prudential 
and other Companies, and it ‘was 
found to be practicable and desirable, 
and they said, ‘‘If you wish to con- 
tinue in the ‘industrial business we 
think something of this kind is de- 
sirable.”’ 

Q.—Have you anything to say 
with regard to some matters that are 
before the commission that you 
wanted to mention, for instance about 
the granting of a License, was there 


‘ something on that score that you 


wanted to mention to the Commis- 
sion? . A.—Perhaps if you will let me 
see what you have, my impression is 
that everything there would be in 
the interests of the business. 
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Q.—What you think best would be 
to put this in as a memo? A.—Yes 
that might be of use to the Commis- 
sion, and if there are any matters in 
connection with that, that need 
further elaboration I will be pleased 
to explain them’ at: greater length. 

Memorandum prepared by Mr. 

Richter filed as exhibit No.. 309. 
_ MR. GEARY: Q.—You were speak- 
ing a moment ago about the Metro- 
politan Agreement, saying it eman- 
ated from the other company, the 
Metropolitan is practically the larg- 
est Industrial, company? A.—Yes, 
very much the largest. 


Q.—As to the broaching of the sub- 
ject of the agreement have you any- 
thing to say with regard to your rea- 
sons for wishing to enter into such 
an agreement? A.—I think their 
reason was having such an agreement 
‘on the other side and having found it 
beneficial. It stopped a great deal of 
unnecessary friction between the out- 
side employees of the company, and 
they thought it would be desirable to 
have it in Canada, and Mr. Fiske, 
the Vice President of the Company, 
having occasion to visit Toronto when 
I was there, and he and I going to 
Montreal one evening together on the 
car he broached the subject to me 
then, and as the result of this con- 
versation this Agreement was come to. 

Q.—Did he prophesy any steps that 
might be taken if the Agreement had 
not been entered into? A.—He did 
not say what would be done, he said 
what they might do. 

Q.—-I suppose it is a matter of pro- 
tection for you to have an Agreement 
with a powerful company like that? 
A.—We look upon it as that, ‘although 
up to that time we did not feel the 
need of it, but there is no doubt there 
wasa great deal of friction in the 
field, and I do not think that fric- 
tion was good for the business. 

Q.—I understood it was not foreign 
to the minds of these industrial con- 
cerns on the other side to put an- 
other company out of business if 
that is necessary? A.—That has 
been charged to them in the past. 


We never were in a position when 


they could put us out of business. 

Q.—Nor did they threaten anything 
of that sort in this country? A.— 
Not frequently, anything of that kind 
would be implied. rather*than stated. 

Q.—It was present to your mind? 
A.—I cannot say it was seriously. 

Q.—You had heard of it being 
done? A.—Yes. 
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Q.—You do not know that they 
pursue that policy generally through- 
out the Dominion? A.—No. 

Q.—I would like to know how wide 
spread, because we do not know ex- 
actly, is this system of industrial in- 
surance, how large a field does it 
cover, and how closely does it cover 
the field it has entered into? A.—It 
is confined largely to the cities and 
large towns, or if it has operated in 
any of the smaller places they would 
as a rule be adjacent to some larger 
place, sufficiently so to admit its be- 
ing operated from the larger centre. 

Q.—Do you find a great proportion 
of the members in the industrial 
classes are insured in some one of 
these companies? A.—I think they 
are, I think it is very generally avail- 
ed of throughout Canada in the 
cities and towns. 

Q.—I infer the object is to pro- 
vide for funeral benefits? A.—Yes. 

Q.—And medical attendance? A.— 
Well, medical attendance is not any 
feature of it. ~ 

Q.—You are restricted to a cer- 
tain figure? A.—At certain infantile 
ages, 

Q.—Is there anything to prevent 
three or four companies insuring for 
that amount independently the one of 
the other? A.—The Act provides the 
total insurance shall not be more 
than that. 


Q.—What precautions are taken to 
provide that? A.—The company’s 
policies provide that if there is in- 
surance to more than that the _ in- 
surance shall become void. The appli- 
cation of course asks for the insur- 
ance, about what other insurances 
are on the life of the insured, the 
facts might be misrepresented. 


Q.—Has this been productive of 
fictitious insurance—I understand in 


your company you have had _ some 


little of that? A.—Very little of it. 

Q.—The entirely ficitious persons 
are insured? A.—Such things have 
happened, but there is very little of 
that happened because the system of 
inspection is such that it could not 
continue without the collusion of the 
superintendent. If everybody  con- 
nected with it, the ‘superintendent 
and the agent were dishonest it 
would be possible. 

Q.—When do you lapse your pol- 
icies for nonpayment? A.—If it is 
in arrear four weeks it is lapsed the 
5th week.. 
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Q.—Is it not pretty much the mat- 
ter of the personal attention of the 
agent that prevents it lapsing? A.— 
very largely so. 

Q.—They get accustomed to paying 
him the premiums? A.—Yes. 


Q.—Should he fail, then many of. 


them might become lapsed through 
misunderstanding on their part? A. 
—No. 

Q.—How do you stop it? A.—If an 
agent discontinues another agent has 
to reproduce that debit. 

Q.—You follow each district out 
each week? A.—Yes. 

Q.—You take care in your’ com- 
pany through the fault of the agent 
there should not be any remissness? A. 
—Yes, we want to save the business. 

Q.—Have you ever made a compu, 
tation of the number of lives insured 
before 1899 which might be reason- 
ably expected to be on the books in 
1910? A.—Mr. Reid made it up. 

Q.—Not industrial, but I am re- 
ferring to ordinary insurance? A.— 
I cannot say I have such a computa- 
tion. 

Q.—It has been said to us that 
probably 50 per cent. of them would 
be? A.—Mr. Reid is_ the active 
actuary who deals with these matters. 

The questions are answered by Mr. 
Reid until a change is indicated. 

MR. REID: The business now on 
the books, or on: the books in 1899? 

Q.—The business was on the books 


in 1899, what percentage of that will. 


be on in 1910? A.—It would depend 
altogether on the duration of the 
business; if it was a young company 
it would be a_ greater percentage 
than an old company. 

Q.—One company said 50 per cent. ? 
A.—I should imagine 50 per cent. 
would be perhaps a fair estimate, but 
it is a guess. 

Q.—Under your system of streng- 
thening your reserve by annual addi- 
tions to make up the amount which 
would be ultimately placed to the 
credit of it and bring it up to the 
proper reserve, has any serious loss 
been suffered by any annual or quin- 
quennial distribution. 

Mr. Richter answers the questions 
until a change is indicated. 

A.—Not any _ serious’ loss. We 
reduce the profits on the old plan, we 
reduced those 1/3, that is on the 43 
per cent. basis, on the 4 per cent. 
basis 4. 

Q.—Was it as good a plan as if 
you had made a general change such 
as was made in some companies at 
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once—some of the companies estab- 
lished a higher reserve in one swoop, 
and those companies suffered a’ con- 
siderable diminution in profits? A.— 
In some cases they got no profits at 
all. 

Q—You have adopted the annual 
method? A—We are just taking the 
profits for that— 


Q.—Can you compare the results to - 


policyholders by adopting that sys- 
tem—there would be 50 per cent. of 
the policies fall in the meantime, 
those people, of course, under that 
system suffered very materially? A. 
—Yes, under our system they would 
suffer as little as possible, if we were 
to accomplish what we are aiming at. 

Q.—Less, you think, than if the 
whole amount had been transferred to 
reserve? A.—That is self evident. 

Q.—I should think that was so my- 
self. You anticipate no difficulty 
whatever in bringing your reserves 
up by this annual method? <A.—No, 
unless we meet with some unforeseen 
losses. 

Q.—It has been a practical method 
of increasing your reserve steadily to 
the «limit er vA. — Yee 

Q.—And one that is proving per- 
fectly satisfactory? A.—If I might 
be permitted to express an opinion 
in that connection I might say I think 
the requirements in that connection 
is very improper. 

MR. LANGMUIR: What is that? 

MR. GEARY: The witness wants 
to make a statement in regard to the 
legislation making the requirement in 
the reduction as to the reserve. 

JUDGE MacTAVISH: It does not 
commend itself to jyour judgment? 
A.—I think the legislation of 1899 in 
making the putting up of this reserve 
retroactive was entirely improper, 1 
think it ought never to have been re- 
troactive, I think that old business 
should have carried itself on the com- 
mon basis. It gave the opportunity 
for injustice to participating policy- 
holders on the part of companies who 
were so disposed to make it drastic, 
by taking too much at once, and they 
had the authority of Law to justify 
them in doing it. Ido not think the 
public opinion would have permitted 
any company to do anything so dras- 
tic as that if it had not been for the 
legislation. ; 

MR. GEARY: Q.—You were not 
so much alarmed about the threaten- 
ed fall of the interest rate? A.—From 
our standpoint there was not any 
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occasion for it at all. Some of the 
companies did not earn so high a rate 
of interest because they were not in- 
vesting in the same class of security. 

Q.—The legislation would have been 
satisfactory and fully up to the re- 
quirements if it had only provided 
for a higher reserve on the business 
subsequent to the passing of the legis- 
lation? A.—I think the Legislature 
would have been to be commended if 
they had acted more promptly, I think 
five years before they did take action 
they should have reduced it to a 4 
per cent. standard, and that would 
have been good for ten or fifteen years, 
and then have applied the 34 stand- 
ard and in that way no _ injustice 
would have been done anyone and it 
would have served every practical 
purpose. 

Q.—As a matter of fact it works 
out where the reserve was increased 
by one transfer in the year 1900, that 
‘those policies in force, the 50 per 
cent. of policies in force in 1910, and 
a lesser number of policies in 1915 
will benefit very materially on those 
policies which have become claims in 
the meantime? A.—There is no 
doubt about that. 

Q.—You were speaking of partici- 
pating and non-participating policies, 
and I will be very glad if you will 
give me your opinion as to which is 
the proper kind of insurance, should 
insurance be confined to its original 
object, that of protection, or is it 
proper the investment feature should 
be introduced? A.—I think both are 
equally proper as far as that goes. 
Life Insurance companies must sell 
what the public wants. The demand 
in this business is very largely for 
endowment policies, 

Q.—You do not issue tontine poli- 
cies? A.—We do not issue tontine or 


semi-tontine policies, but I think a 


distinction can be made broader than 
that. The expression tontine is really 
applicable to profits. It has nothing 
‘to do with insurance. It is merely 
tying up the profits for a certain num- 
ber of years in expectation of getting 
larger returns on account of those 
who dropped out in the meantime. In 
a general way I think that probably 
five out of six men who in early life 
take a life policy would, in later years 
say they wished they had taken out 
an endowment. I think the majority 
of people 50 or 60 years of age if they 
were advising their sons, would say, 
take an endowment policy. 

Q.—How about the ordinary with- 
profit policy that is not an endow- 
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ment? A.—That would apply to both 
kinds, with or without profits. | 

Q.—You think this investment feat- 
ure, giving profits, should be continu- 
ed and is advisable? A.—I think in 
our day probably the large percent- 
age of the people would prefer it. 


_ Q.—Do you think that those ingur- 
ing, making an arrangement or con- 
tract to have a certain division of 
profits can by any manner of means 
tell what they are to get, or what 
they may hope to get? A.—In ad- 
vance? 

Q.—Yes, that is there is a large 
chance element? A.—We cannot tell 
it under present conditions, but I 
think that chance element might be 
very much minimized. 


Q.—Let us hear about it? A.—For 
instance, companies might be com- 
pelled to apportion profits oftener 
than they are doing. They might set 
them aside in such a way that policy- 
holders might know what is at their 
credit. 


Q.—An annual distribution? A.— 
We were an annual distribution com- 
pany ourselves in our early years, 
but. the fluctuations are too violent 
from year to year in a small company, 
that is they are liable to too violent 
fluctuations, you may have consider- 
able profit one year and loss the next 
year. I think a five year distribution 
fairly eliminates that difference of 
fluctuations and I do not think any 
material hardship would be entailed 
by companies being required to make 
such quinquennial distribution, and 
I do not know any reason why a com- 
pany should not be required to let the 
policyholder know what is at credit 
if he wishes to know. 


Q.—If he wishes to know what is 
standing to his credit on the books 


_you should be able to give out that 


information? A.—yYes, I think he 
should be entitled to it. 


Q.—But you would not for the 
reason it multiplies labor, and for 
the reason you have given as to fluc- 
tuations in earnings favor an annual 
distribution? A.—No. 


Q.—And that was the reason you 
departed from it? A.—Yes, because 
even now we set aside our profits an- 
nually and treat them as a liability. 


Q.—You do not set aside on each 
policy? A.—Yes, we apportion them. 

Q.—That is tenatively? A.—But 
of course fluctuations will be corrected 
in the five year period. 
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Q.—Should the policyholder come in 
between the quinquennial divisional 
periods and ask how his policy stood, 
you would be prepared to tell him 
that there had been that tenative ap- 
portionment? A.—We would tell him 
to a cent. 

Q.—You think that is what your 
company and every company. should 
do? A.—I would not like to go so 
far as to say every company should 
do what we do, but I think it is de- 
sirable. 

Q.—You have done it because you 
think it is the right thing; and you 
would not do it unless you thought 
it was the right thing? A.—Of course 
having our system adapted to that 
kind of thing we can do it. Some of 
the companies might find it a hard- 
ship to do it, but I do not consider it 
could be considered a hardship if they 
had to do it once in five years. 


Q.—Your experience does not enable 
you to answer it from a_ personal 
standpoint; it has been said that real- 
ly the underlying object of quinquen- 
nial division, withholding the profits 
for five years, or deferred dividend 
systems, is that funds may be accum- 
ulated in the hands of the company, 
and the directors or managers given 
undue power with the immense moneys 
which come to them? 
not wholly concur in that view; I 
think perhaps there is another reason 
for it. I think the prime reason why 
tontine policies are sought to be plac- 
ed by the companies is that it has 
more to do with avoiding a distri- 
bution of profits until considerable 
years have lapsed than any desire of 
increase of funds. 

Q.—Supposing they are already 
making a quinquennial division? A. 
—In that case it affords a further op- 
portunity for increasing expenditure 
without it being noticeable; I think 
that is borne out by the experience 
of companies that since the endow- 
ment and tontine insurance the cost 
of insurance has very materially in- 
creased. 

Q.—You load to a certain extent 
on policies? A.—Yes. 

Q.—You add a loading for profit 
policies? A.—Extra loading. 

Q.—Is it a constant? A.—Both 
constant and percentage, that is I 
think the latest system of loading is 
percentage and constant; it should 
be a graded percentage. In _ the 
earlier years of the life insurance 
business it was altogether a graded 
percentage that is there would be a 


A.—I would 
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higher percentage in the younger 
ages, recognizing there is a certain 
constant of uniformity common_to all 
policies, that has become more metho- 
dical by adopting a constant. 

Q.—The loading of the participat- 
ing policy over. a non-participating 
policy may be called the profit load- 
ing? A.—I think so. 

Q.—You make no effort to distin- 
guish that and keep it to itself as the 
policy goes onP A.—We certainly 
do. 

Q.—The profit loading is kept in 
your books as a separate feature? A. 
—You mean the difference between 
the two loadings? 

Q.—Yes? A.—No, but the earnings 
of that particular policy is kept sep- 
arately. 


Q.—But your profit loading is treat- 
ed as a loading for instance in com- 
mon with the others? A.—yYes, with 
the anticipation of a part of it being 
returned in profits, and when we make 
up our profit estimates or accounts 
we take that into account, that is 
the profits are distributed on the con- 
tribution plan, saving from loading, 
saving from extra interest, and gains 
from mortality, each of those elements 
are fully recognized and dealt with 
accordingly. All the profits of the 
business go to the participating pol- 
icyholders. There is no share of the 
profits from the  non-participating 
goes to the stockholder other than the 
general share of the surplus. 

Q.—Do you think your non-parti- 
cipating business carries itselfP A.— 
I think it does. 

Q.—The non-participating policies 
do more than pay for themselves? — 
A.—Yes. 

Q.—They make a slight profit? A. 
—I think they would make a slight 
profit, and I think the premiums are 
so graded as to be a fair premium 
for the average duration of the pol- 
icy. If the policy becomes a claim ~ 
during the earlier years there has not 
been a profit as the result from that; 
if a policy extends to the end of the 
contract there probably was some pro- 
fit. 

Q.—The non-participating policy is 
practically, or is supposed to be in 
the public mind at all events, a cost 
policy? A.—A fair margin of busi- 
ness profit in it. 

Q.—Would it not be fair that that 
class of policy earning profits should 
share in the distribution of those pro- 
fits, otherwise than by contract? A. 
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—No, as a matter of principle I think 
not. I think in the first place that 
the premium charged should be a fair 
and reasonable premium, it should 
not be a premium which would be 
too great, that is it ought not to 
realize an unfair profit. I do not 
think if ‘‘A’’ dies the first year and 
we make a loss on ‘“‘A,’’ and ‘‘B”’ 
lives to the end of the term and we 
make a profit on ‘‘B’’ that therefore 
we should give ‘‘B’’ a profit. 

Q.—That is if you are losing money? 
A.—We would lose money in the case 
of a man dying early. 

Q.—It would- not be fair to return 
it to him in reduction of premium? 
A.—No, that would be a case of heads 
I win, tails you lose, and that would 
not be fair. 

Q.—Every five years or every ten 
years have distribution of those 
profits, would not that be fair? A. 
—Non-participating policies? 

Q.—Yes? A.—What would be the 
object of issuing non-participating 
policies ? 

Q.—None, except this, your inter- 
est gains are so great as to give those 
people profits on the money they 
themselves have paid in? A.—That is 
all taken into account in the com- 
puting of the premium in the first 
place. 

Q.—I am just asking your opinion 
as to whether you think it would be 
a fair thing to do— A.—I do not 
think if we enter into a contract with 
a man and we lose we have to make 
the loss, and if we gain something 
that you should take that gain. 


Q.—Do you think it would be pro-- 


per to issue a policy of that sort? A. 
—I don’t think so. 

Q.—You are earning a high rate of 
interest owing to the fact that you 
are securing good loans on real es- 
tate I fancy more than any other? 
A.—I think our higher rate of inter- 
est than is earned by companies on 
the average is due to fhe fact that 
our investments are wholly on mort- 
gages and debentures. 

Q.—If you were ten or fifteen times 
the size you could not get those in- 
vestments? A.—Probably not to the 
same extent. 

Q.—Would you argue from that 
that a company restricted to reason- 
able limits of assets can make a bet- 
ter interest rate than a larger com- 
pany? A.—I think experience proves 
that is the case. 

Q.—You would stand for that prin- 
ciple, that a company as it goes be- 
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yond the reasonable limits to which 
yours has grown is likely to suffer 
from the amount of funds they have 
in hand, the rate of interest earned 
on those funds being necessarily low- 
ered thereby P A.—Yes, the money 
itself is in competition with itself. 

Q.—You think $50,000 paid-up 
stock about right ? A.—That is a 
matter of opinion. 

Q.—You do not think a capital 
stock of greater amount than that 
would be of use to your company or 
any insurance company? A.—It might 
or might not, it would depend on what 
we intended; if we intended extend- 
ing our business I think the capital 
stock ought to be increased. 

Q.—You would not be in favor of 
reducing your pooner by mutualiza- 
tion— A.—The company could not 
very peat start to do business without 
$50,000 

Q.—You consider that to be about 
right, because when you applied for 
more stock you took it by way of 
calling in premiums, it works out a 
mutualization of that extra call when 
you pay it off? A.—Yes. 

Q.—It is the same as though you 
had made calls and then mutual- 
ized, paid it off out of the company? 
A.—That is the position. 

Q.—After the early years of the 
company the stress of beginning has 


‘passed’ by, capital stock really is not 


a great deal of use to a company? 
A.—It ceases to be a necessity just 
as the company gets further away 
from the beginning. 

Q.—And the lower it is within 
reasonable bounds the better? A,— 
That must be apparent to every one; 
no doubt you will find other people 
who will say the exact opposite. 

Q.—Was it stated how your commis- 
sion to agents runP A.—To general 
agents about 50 to 75 per cent. 
graded. 

MR. KENT: Is that rate of com- 
mission paid on the non-participating 
policies as well as the participating? 
A.—We pay three-quarters of the rate 
we pay on participating on non-par- 
ticipating. We do not get so big a 
premium. We have not so large a 
margin to pay expenses. 

MR. GEARY: Q.—You give these 
large commissions, part of which is 
given away, one-third does not get 
into the agent’s pocket, one-fourth? 
A.—I do not think I said that. 

Q.—I think you said he would get 
about $1,800 out of $2,700, and $900 
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would represent rebates and some ex- 
penses? A.—What I said was they 
were for expenses, travelling expenses 
and incidental expenses which would 
probably take the major portion of the 
other if he did not do any rebating 
at all. 

Q.—Has the commission got to the 
large point at which it now is through 
the folly or evil of rebating? A.—I 
don’t think wholly so; I think that 
is a factor but only one of several. 
I think the increased cost of living 
has had something to do with it. 

Q.—The same thing that has in- 
creased salaries? A.—Yes. 

Q.—It struck me it was pretty 
much this way, that the company 
practically gave to the agent a large 
sum of money by way of commission, 
telling him at the same time, ‘‘You 
may go and get business, and here 
are’ enough funds by which you can 
meet the competition of others,’’ does 
not that apply? A.—No, I would be 
very much surprised to find that was 
actually the case. 

Q.—They would not do it conscious- 
ly or in actual words, but is not that 
the reason? A.—I would be surprised 
if they do it in spirit; I think not. 

Q.—You blame it on the agent? 
A.—No. I think the companies as a 
class would prefer that an agent 
should not rebate. I think agents as 
a class would prefer not to rebate. 
I think that applicants for insurance 
when they know there are rebates 
going will ask for a rebate, and the 
agent will then give something off, 
and rather than lose the business he 
gives the rebate, on the principle that 
half a loaf is better than no loaf, 
and I think the average agent will not 
rebate unless he has to. 

Q.—You think it is competition? 
A.—Yes. 

Q.—The strenuous push for business 
emanates from the companies them- 
selves? A.—The companies may be 
to blame for it partly in pushing their 
agents too hard for business. 

Q.—They cannot lay it too much to 
the agents? A.—No. 

Q.—Others have said you could get 
no business if you were to wait for 
people to come for it, what do you 
say? A.—We could not get enough 
for the support of the message boy. 
IT think life insurance is like religion, 
vou have to go out and compel people 
to come in. 

Q.—They seem to have got that far 
in England? A.—I think not to that 
extent, but J think they are much 
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better informed, and there is more in- 
ducement for a man to take a policy 
of insurance in England because the 
ordinary rates of interest are not so 
high there as here. 

Q.—A great many of the industrial 
class are insured in this industrial 
insurance in your company and 
others; are those people carrying or- 
dinary life insurance? A.—I think 
75 per cent. are carrying no other in- 
surance. 

Q.—And they are bound to pay a 
higher price? A.—It is the only way 
they can pay for it. 

Q.—And some of them are insured 
in friendly societies? A.—Some of 
them are, perhaps, a great many not. 

Q.—Do you push policies below a 
thousand? A.—Industrial policies are 
less than $500. We have an inter- 
mediate plan, that is $250 and $500 
policies; we call them intermediate, 
it is ordinary insurance only we dis- 


tinguish between $1,000 and _ these 


policies by calling them $250 and 
$500. 


Q.—How are they paid? A.— 


Quarterly and semi-annually. 


Q.—These intermediate policies are 
pressed by the same agents who have- 


in hand the industrial business? A. 


—They may transact any one of the 


three kinds of business. 

Q.—You say 75 per cent. of the 
people have only industrial? A.—Il 
think the percentage would be greater 
in regard to the intermediate; you 
take intermediate policies and the 
difference would be greater, people 
with a little more means. 


MR. KENT: You said a moment 
ago that you sold the kind of in- 
surance that the people wanted? A. 
—That is what we are aiming at. 

Q.—We have heard the same re- 
mark from almost every witness we 
have examined, and I have made the 
same remark I make to you, you do 
not offer the goods in the same way ; 
how is it an agent is expected to 
offer two plans of insurance if he is 
going to get one-third more commis- 
sion on one plan than the other, is 
it not natural to suppose he is going 
to push that plan that is going to 
give him the most profit? A.—If 
there were no other features in- 
fluencing he probably would. In that 
connection I may say that up to 1900, 
up to the time that the new 3} per 
cent. rates came into force we made 
no distinction, the commissions were 
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the same on participating and non- 
participating. After the 3} per cent. 
rate we could not do that; we had 
to in fairness to the non-participat- 
ing policyholder to make the loading 
as light as possible because of the 
wider difference between 33 per cent. 
rate of interest on the amount re- 
quired to hold his reserve, and what 
money was worth under norma! con- 
ditions, particularly in our case when 
we were earning over 5 per cent. for 
our money. Since 1900 the net rates 
on 33 per cent. basis are about as 
high as the previous gross rate on 
the non-participating plans. We can- 
not raise those very much. I think 
our loading on _  non-participating 
business is 74 per cent. on the dollar. 
I am open to correction. 


MR. -REID: That is correct. 

MR. KENT: My opinion has al- 
ways been right there that the non- 
participating is carried partly by the 
participating policy; then I under- 
stand you ought really to have fur- 
ther increased the premium rates of 
non-participating policies? A.—I do 
not think we ought to have done so, 
because the lowering of the rate, the 
lowering of the reserve standard to 
so low an interest rate as 3} per cent. 
when we were earning 5 per cent. on 
the money, if you charge that on the 
loading which would be ordinarily ap- 
plicable under conditions under a 4% 
contract or even 4 per cent. contract 
we would make the rate too high to 
be fair, and the non-participating 
man would be contributing too great 
a proportion of the profits that were 
coming in, and that would not be 
fair to that man. We are aiming to 
be as fair as we can between the two 
classes, having regard to the condi- 
tions, both legal and commercial. 

Q.—Is it not practically the same 
principle that makes a grocer sell 
sugar at cost, the hardware dealer 
sell nails at what he pays for them? 
A non-participating policy, it seems 
to me, is kept in stock to meet other 
companies on the same ground; it 
does not pay anything, and therefore 
it is not pushed. I do not like to 
hear any witness say ‘‘We sell what 
is asked for.’’ If the agent brings 
that class of policy before the pro- 
posed insurers in the same way that 
would be perfectly correct, but if an 
agent only gets a certain proportion 
of one class and a larger proportion 
of another he is certainly going to 
push that plan that gives him the 
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most profit. The different plans are 
not on the same basis as far as the 
agent is concerned. I may say for 
myself I took the advice of an agent 
In every case where I have taken a 
policy. I did not know anything about 
the different plans. He talked until 
he was black in the face and I was 
no further advanced? A.—It may 
help you somewhat if I tell you that 
since 1900 when we introduced the 75 
per cent., that is to say that the 
agent who does non-participating 
business gets three-quarters of the 
participating commission, I think the 
larger proportion of our business is 
non-participating, is better than it 
was before. Mr. Reid will know. 

JUDGE MacTAVISH: That is the 
non-participating business is not go- 
ing down? A.—I don’t think so; I 
think relatively it is increasing. 

JUDGE MacTAVISH: Is that your 
experience, Mr. Reid? i 

MR. REID: There is just this 
qualification, that up to 1900 we did 
not issue non-participating rates. We 
issued a non-participating rate when 
asked for it, but we did not have it 
printed. After 1900 we had the non- 
participating printed, and that may 
have accounted for the agents selling 
more of it after that point. 

MR. KENT: Previous to that you 
did not have the goods in the window ? 

MR. REID: They got the same 
commission previously on both plans, 
but they did not have the rates, they 
had to write it for them. 

JUDGE MacTAVISH: With refer- 
ence to participating policies what is 
your experience as to the cost of the 
clerical work, of apportioning profits 
annually; I understand from your 
evidence that your company although 
it does not distribute the profits annu- 
ally apportions to the policyholders the 
profits annually? A.—In our case now 
the clerical labour in that connection 
is a mere bagatelle, because we have 
the matter so arranged it is almost 
automatic. 

Q.—Would the cost be excessive to 
a company who would commence now 
to do that? A.—TI do not think the 
cost would be excessive, but I think 
the fluctuations would make it a little 
bit difficult to do it in the case of a 
younger company. 

Q.—That would make it a question 
of expediency? A.—Yes. 

Q.—But some companies have felt 
according to the eivdence before us 
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that it would be an extraordinary ex- 
pense, additional expense to appor- 
tion annually the profitsP A.—Of 
course their system may have been 
such that it may have been— 


MR. TILLEY: That is the individ- 
ual card system for each policy? 


JUDGE MacTAVISH: But the 
London Life has not the card system? 
A.—Yes, Your Honor. 

Q.—And you are speaking of the 
card system? A.—Yes. We did not 
have it originally, we use thé card al- 
most entirely. 

MR. TILLEY: Q.—Would you give 
us some samples of your cards so that 
we can put them in as an exhibit? 
A.—Yes. 

Q.—Mr. Reid, will you tell us how 
you keep your accounts? 


MR. REID: At the end of each 
year, or towards the close of each 
year, all the policy cards, that is cards 
showing the payments and showing 
the record of the individual policy 
all these cards are gone over and the 
proportion of profits that has accrued 
or is payable on that policy is in- 
serted in pencil, and those sums are 
totalled at the end of the year and 
are inserted in the liabilities as a 
liability. The total amount of that 
last year was $23,000. 


JUDGE MacTAVISH: I had the 
impression that that involved a very 
large additional labor, and I am very 
olad to hear from you that as far as 
your company is concerned you seem 
to have overcome the difficulty? A.— 
It can be so arranged that it need not 
necessarily involve a large amount of 
labor. 

MR. TILLEY: It would involve 
a lot of work I suppose to go back 
and get the system established? A. 
—The labor would be in the prepara- 
tion. 

Q.—Having once got the system 
established it would be simply a mat- 
ter of book-keeping, it would not take 
much extra work? A.—That is the 
idea. 

Q.—That is what Mr. Bradshaw 
said P A.—We deal with it very 
methodically every year, and do not 
let it get behind. 

MR. KENT: Q.—You would not 
consider a loading of 5 per cent. on 
non-participating policies as sufficient 
to carry it? A.—When we load it 
74 per cent. on the policy that is run- 
ning pretty close. 

Q.—One of the witnesses we had be- 
fore us stated it was 44, certainly not 
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more than 5; he said that the policy 
could be carried at either 41 or 5? 
A.—I would not like to say it could 
not, but I think it would be a case of 
sailing close to the wind. There would 
not be any margin of safety in that. 
I do not think it ought to be the 
business of a life insurance company 
to run so close as that. I think con- 
tracts ought to be safe above every- 
thing else. : 

Q.—In a case like that it might 
fairly be held it was the participating 
policy that carried it? A.—I think 
you would have some justification in 
coming to that conclusion. 

MR. TILLEY: I have been hand- 
ed a copy of.the agreement instead 
of the original between the Metropoli- 
tan and the London Life, and attach- 
ed to that the company has been good 
enough to put a letter sent to their 
agents informing all their agents 
(substituted for exhibit 300). That 
is all I have to ask Mr. Richter, and 
I see no need to call any other officer 
of the company. I now propose to 
go on with the Northern Life Assur- 
ance Company. 


NORTHERN LIFE ASSURANCE 
COMPANY OF CANADA. 


Matthew Wilson, K.C., and Alex- 
ander Purdom appeared for the Com- 
pany. 

THOMAS H. PURDOM, K.C., 
sworn, examined by 

MR. TILLEY: Q.—You are the 
President of the Northern Life As- 
surance Company? A.—Yes sir. 

Q.—You have been President for 
what length of time? A.—About 
three years I have been President, 
since the death of Hon. David Mills, 
and he died 8th May, 1903. Hon. 
David Mills was the President of the 
company from the date of its organ- 
ization. 

Q.—Until his death? A.—yYes. 

Q.—Did you devote much of your 


~ time to the affairs of the company? 


A.—Well, I devote considerable time 
to it. I go to the office of the North- 
ern Life every morning about half- 
past ten, and I go every afternoon 
about three o’clock and attend to 
whatever has to be attended to. 

Q.—You are somewhat of a work- 
ing President? A.—Yes, I have not 
neglected the duties, even long before 
I was President I did that, in fact 
since the organization. 
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Q.—I think I am right in assuming 
that you are conversant with the 
history of the company right from 
the very beginning? A.—Yes, from 
its very commencement. 

Q.—Your Manager’s name is what? 
A.—John Milne. 

Q.—How long has Mr. Milne been 
with you? A.—He has been Manager 
since the organization, never had any 
other Manager. © 

Q.—Was he one of the parties to 
the organization of the company? A. 
—No, he came in afterwards when 
we were trying to get the best mana- 
ger we could get. 

Q.—Who would it be right to say 
was the person that concerned him. 
self in getting up the companv? A.— 
It was organized by Mr. Mills and 
Mr. Parke and myself. Mr. Parke 
was my former partner. 

Q.—Mr. Parke was also a solicitor ? 
A.—Yes. 

Q.—How long were you in process 
of organizing the company before the 
Act .was passed? A.—It would be 
some little time, I don’t know how 
long; I would think probably a year. 

Q.—Getting the subscriptions for 
stock? A.—Yes. 

_ Q.—And the general work that is 
involved in getting a company started 
in life insurance business? A.—Yes. 

Q.—Had you previously had any in- 
terest in life insurance companies? 
A.—None whatever. 

Q.—Had your partner? A.—No, 
neither of them. 

Q.—Or the Hon. David Mills? A.— 
No, neither of them. 

Q.—Then it was a new venture? 
A.—The reason I said neither of them, 
Mr. Mills had been a partner prior 
to that time. 

Q.—So that it was the present and 


past members of the firm so to speak’ 


at that time? A.—It was. 

Q.—Was there any person that was 
associated with the organization of 
the company who had any previous 
knowledge of insurahce business and 
the difficulties of insurance compan- 
ies? A.—No, I do not think so. 

Q.—You took the burden of it your- 
selves? A.—Yes. We took the bur- 
den, it was really suggested by reason 
of my connection with a Toronto 
Company. 

Q.—With what Toronto Company? 
A.—With the British America Fire, 
it came out of that. It was a sug- 
gestion that came from John Morri- 
son of the British America Fire, and 
‘he and J had a talk of it, and when 
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I came to London I mentioned the 
matter to Mr. Parke. 

Q.—Tell us’ what motive would 
prompt the organization of a new life 
insurance company in the year 1894 
having regard to the conditions then 
existing? A.—We thought there was 
a very good opening for a good com- 
pany, and life insurance we thought 
was a good line, and that London 
would be a good centre to have for 
a good life insurance company. 

Q.—You thought there would be 
virtue in having a local company? A. 
—Yes, having its head office in Lon- 
don we thought*there would be a 
good opening, and it would be a suc- 
cessful institution for the city as well 
as good for those who became con- 
nected with it. 

Q.—And you thought you would be 
able to get local people to take an 
interest in it? A.—Yes. ; 

Q.—Were you cognizant of insur- 
ance conditions as they then existed? 
A.—I don’t know that I could say I 
was, 

Q.—Were you surprised at the con- 
ditions that existed when you dis- 
covered them? A.—No, I will tell 
you what we were surprised at, the 
number of new companies that started 
not long afterwards. Before we got 
fairly under way several companies 
had started, or were being canvassed 
for. Had the conditions remained as 
they were when we first commenced 
to organize the company and the num- 
ber of new companies had not been 
formed it would have been a much 
easier task to have successfully launch- 
ed the company than it was after 
the number of competitors that came 
into the field shortly afterwards. 

Q.—Then you say at about the time 
you incorporated this company or got 
a charter for it that others were also 
in the field? A.—That is right. 

Q.—And do you suggest that there 
was an over-supply at that time or 
soon afterwards? A.—I don’t know 
that I would call it an over-supply ; 
it is hard to say what is an over- 
supply because the country is growing 
and growing rapidly. 

Q.—Did the fact that other com- 
panies came into the field alter the 
conditions under which you were try- 
ing to organize this company? A.— 
I think it probably made it harder 
to get good agents. The organization 
of a new company, as I look at it, 
and making it a successful company 
depends very largely on being able 


1554 ROYAL COMMISSION ON 


49th day, London, June 28, 1906. 


to get good agents. The greater the 
number of young companies in the 
field makes it that much more difficult, 
and you will appoint probably 20 
agents before you will get one good 
one probably out of the bunch. That 
has been our experience. If the 
company can get a good field force it 
is not a difficult thing to carry on the 
business, but the trouble is to get 
good men in the field. 


Q.—Did the conditions in the way 
of getting business become more stren- 
uous at about that time or in the 
earlier years of the Northern life? 
A.—Well, you see I can hardly tell 
you because I was not very well versed 
with what the conditions were prior 
to the time we went in. Certainly 
they were strenuous at that time and 
have been ever since. 


Q.—The Act that you procured was 
57 and 58 Victoria, Chapter 122, that 
is in the year 1904? A.—Yes. 

Q.—And the persons incorporated 
were William McGregor, Thomas Long, 
JOhn Ferguson, E. Jones Parke, John 
Campbell, P. H. Purdom, Donald A. 
Smith, A. Gunn, Frank E. Leonard, 
David Mills, F. A. Fitzgerald, and 
William John Reid? A.—I think there 
were some names left out of the Act 
that were on the petition, I think 
they were just inadvertently left out. 

Q.—This, at any rate, incorporated 
these persons and such other persons 
as joined them? A.—Yes. 

Q.—Were those persons local to Lon- 
don? A.—Most of them, some of them 
are not. 


Q.—Thomas Long? A.—That was 
of Toronto. 
Q.—John Ferguson? A.—DLondon, 


and William McGregor was Windsor. 
He is dead. 


Q.—The name of the company was 
the Northern Life Assurance Com- 
pany of Canada? A.—Yes. 

Q.—And the company was author- 
ized to effect contracts of insurance 
in Canada and elsewhere upon any 
person, etc., and to grant or sell or 
purchase annuities? A.—Yes. 

Q.—Was there any discussion of the 
terms of the Act when it was going 
through the Legislature? A.—No, 
that Act is based on the North Amer- 
ica Act. 

Q.—The North American Life As- 
surance Company had its Act revised 
about that time? A.—I am not sure 
whether it was before or after that, 
but that Act was based on the North 
America Act, and there was no 
trouble with the Act passing. 
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Q.—The capital stock was fixed at 
one million dollars, divided into 
shares of $100 each. There is a pro- 
vision that the directors might after 
the whole capital stock had been sub- 
scribed and $500,000 had been paid 
thereon in cash, increase the amount 
of the capital stock at any time from 
time to time to an amount not exceed- 
ing two million dollars, but the stock 
shall not be increased until the reso- 
lution of the Board of Directors auth- 
orizing such increase has been ‘first 
submitted to and confirmed ly a ma- 
jority in number and amount of 
shareholders at an annual general 
meeting. Has the capital stock ever 
been increased under that section? 
A.—No, no advantage has ever been 
taken of that. 

Q.—So that your capital remains at 
one million dollars? A.—That is the 
authorized capital but that is not all 
subscribed. 

Q.—What is the subscribed capital ? 
A.—$836,800. 

Q.—There has been no capital sub- 
scribed lately? A.—No. 

Q.—Have you been attempting to 
sell it or dispose of it lately? A.— 
No. 

Q.—I mean in any organized way? 
A.—No, there has been no attempt ~ 
made to sell any of the stock since the 
company was organized. 

Q.—The paid up capital on the first 
January of this year was $213,850? 
A.—That will be right. 

Q.—Was the stock sold at a pre- 
mium? A.—No. 

Q.—That idea had not become so 
common as it has in recent years? A. 
—The companies that came into the 
field after us introduced that. 


Q.—I think the Imperial was prob- 
ably one of the first? A.—I think 
the Imperial was one of the first to 
introduce that idea. 

Q.—And many other companies have 
followed that suit? ©A.—That was 
done for the purpose of preventing 
impairment. 

Q.—I suppose it can be fairly said 
that is done for the effect it has on 
the public more than anything else? 
A.—No, I think it is done for the 
purpose of preventing impairment in 
the early years of the company. 

Q.—That is something more as to 
keeping public opinion right than any- 
thing else? A.—Yes, that is what that 
is for, that is the indirect reason. 

Q.—For instance we might find a 
company that has paid out $90,000 


INSURANCE. 1555 


SESSIONAL PAPER No, 66 
49th day, London, June 28, 1906. 


of premium to get established, so long 
as it is premium it does not count so 
much as if it were capital Popa ; 
—It does not show impairment on the 
capital; it shows impairment of that 
money paid in to establish the com- 
pany, it does not show impairment of 
capital, and that is a very desirable 
thing to escape. 

Q.—It is possibly advertising in a 
way that seems of practical benefit? 
A.—I think it is a good idea. 


Q.—Because it lets a shareholder 
know to some extent what money he 
is setting up for the expense of get- 
ting that company organized? <A.— 
I think it is good in this way, too, 
that it gives the shareholder an idea 
of the amount of money it would cost 
to put the company on a paying basis. 

Q.—He has an intelligent idea as 
to what the shares are costing him? 
A.—Yes. 


Q.—Was any money spent to any 
considerable amount in connection with 
your company before the incorpora- 
tion? A.—It is not a very large 
amount of money, I think three or 
four thousand dollars. 


Q.—Was that reimbursed to the 
parties who spent it by the company? 
A.— Yes. 

Q.—What ones of the directors ex- 
pended it? A.—TI did that. 

Q.—And you supplied the money? 
A.—Yes. ; : 

Q.—What use would be made chief- 
ly of that? A.—That was money ad- 
vanced chiefly to C. F. Caldwell to 
get subscriptions. He was paid a 
commission of 5 per cent. on the cash 
received. 


Q.—Was a call on the stock deter- 
mined on before he commenced get- 
ting subscriptions? A.—No. 

Q.—Was he not in a position to in- 
form the proposed shareholder what 
he would likely have to pay as a call? 
A.—The original idea was ten per 
cent. : 

Q.—That would be the information 
as to calls he gave them? A.—Most 
likely he represented that, to them, and 
afterwards he got them to pay up in 
full, and some stockholders paid up 
in full, and some different  per- 
centages. 

Q.—I was trying to get an appre- 
hension of what was considered by 
your company to be tair to pay a man 
to place your stock if he sold shares, 
and was then getting ten per cent. 
paid up, he would be making $2 on 
each share? A.—No, he would only 
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get 5 per cent. of the $10 on the cash 
he got, not one-fifth. 

Q.—He would have to get a good 
many shares to make any money? A. 
—So he did. 

Q.—Did he have the exclusive hand- 
ling of the stock? A.—No, George E. 
Casey got part of it subscribed on the 
same terms. 

Q.—Does 5 per cent. on the cash re- 
ceived fairly represent what you Pro- 
visional Directors expended to get your 
stock subscribed by way of commis- 
sion? <A.—Yes, although it was not 
that much, because quite a lot of the 
stock was subscribed for without any 
subscription at all and without any ad- 
vantage. The total would be below 
5 per cent. of the whole. 

Q.—But where you had to pay that 
is what you did pay? A.—Yes. 

Q.—Was there any commission al- 
lowed in respect of any of the direc- 
tors’ stock to any person? A.—None 
whatever. 

Q.—No payment made to any per- 
son? A.—I am wrong on that, Rob- 
ert Ferguson, his subscription was ob- 
tained through Mr. Caldwell, a com- 
mission was paid on that. 


Q.—Because he was brought in in 
that way there was commission paid? 
A.—Yes. If there were any others it 
would be the same way because Cald- 
well got a commission on whatever 
amount he got in cash. 


Q.—That explains that, but what I 
was wanting to get at was whether 
there was any arrangement by which 
capital stock would be paid in and 
then a commission allowed or a little 
rebate on the stock? A.—No, no ad- 
vantage of any kind-derived by either 
Mr. Mills, Mr. Parke or myself, or 
anybody else. 

Q.—You paid in the amount you 
purported to pay and that remained 
with the company? A.—In full, and 
they have had the benefit of it ever 
since. 

Q.—Did any of the directors take 
out insurance policies at the com- 
mencement in order to give the insur- 
ance company a good start? A.—I 
cannot recall any; Mr. Mills did not 
and Mr. Parke did not, and I did not; 
I do not know of any who did it. 

Q.—Has there been any preference 
given in the way of premiums? A. 
—None whatever. 

Q.—Or a sort of special rebate given 
to the directors of the company? 
—-None whatever. 


1556 ROYAL COMMISSION ON 


49th day, London, June 28, 1906. 


Q.—Is it not usual to allow them 
what the agent would charge, do not 
they get just as good rates? A.—I do 
not know of any director getting any 
commission or rebate of any kind. 

Q.—Are you insured? A.—No, 
neither in the Northern Life nor any 
other company. 

Q.—You never got a rebate? A.— 
No. 

Q.—And if any of the other persons 
got any preferential terms you did not 
know it? A.—I did not know 
it. If anybody got anything that was 


improper I did not know it, al- . 


though I do not think it would be im- 
proper if a director or anybody else 
was insuring under those circumstan- 
ces at the organization of the com- 
pany if he got the same commission 
an agent would have got. 

Q.—You think it would be perfectly 
fair so long as the company got what 
it would get for a stranger? A.— 
Exactly, my morality would not be 
ee at a thing of that kind at 
all. 

Q.—It seems to be a phase of busi- 
ness that is applicable to insurance 
companies almost solely because there 
would seem to be no reason where 
business comes into the head office 
that the company should not get the 
full premium? A.—Exactly, I do not 
know why they should not if they 
themselves get the business, just the 
same as if a loan company gets a loan 
at its head office, but if a man went 
into an insurance company and said, 
“You won’t have to pay any commis- 
sion if you insure me, and if you will 
allow me the same commission as your 
agent is allowed I will insure with 
you,’ I do not think there would be 
anything particularly wrong in a com- 
pany letting him have the commission. 

Q.—That seems to be a common 
practice? A.—I believe it is. 


Q.—You say no premium was charg- 
ed on that stock? A.—No. 


Q.—Have you ever paid in any pre- 
mium on the stock since? A.—I have 
paid in no premium, I just paid ten 
per cent. on my stock. 

Q.—The fact then being that in the 
case of your company you considered 
it better to make the payment for get- 
ting the company well started and 
paying the cost and paying it 
right out of the capital and 
calling it impairment of capital and 
not putting it up in some other form? 
A.—I thought it was unavoidable, I 
would rather not have had any im- 
pairment of capital, but I looked up- 
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on it.as the only way in which it could 
be done. 

Q.—And the result has been that 
since 1897 you have had impairment 
of capital? A.—Yes. 

Q.—And can you give me the fig- 
ures or shall I get it from Mr. Milne? 
A.—Get it from Mr. Milne. 

Q.—You can say this, that while 
there was impairment down to 1902 
according to your showing the impair- 
ment is not being decreased? <A.—It 
is being decreased, and I would not 
be at all surprised if at the present 
moment they are out of impairment, 
because of another matter which will 
probably be referred to later on. 

Q.—What particular matter are you 
referring to? A.—I was referring to 
that by-law. 

Q.—You have not treated, I under- 
stand agents’ balances and so on as 
assets either in your books? A.—I 
would prefer Mr. Milne should answer 
all those questions. I am not as well 
posted on all these details. 

Q.—Then the persons named were to 
be Provisional Directors and they were 
to open stock books, procure subscrip- 
tions, make calls, and receive pay- 
ments and shall deposit in a charter- 
ed bank all moneys received on ac- 
count of the stock subscribed or other- 
wise received on account of the com- 
pany; was that done? A.—I do not 
know whether they deposited in a 
chartered bank or deposited in the 
Dominion Savings; my impression 1s 
they deposited in the Dominion Sav- 
ings. : jas 

Q.—What is the Dominion Savings? 
A.—It is a Loan Company. 

Q.—Are any of the directors of the 
Northern Life Assurance Company 
connected with the loan company? A. 
—Yes. : 

Q.—What one? A.—I am Presi- 
dent of the Dominion Savings, John 
Ferguson is a director of the Domin- 
ion Savings, John Purdom is and 
Francis Love is. I think that is all. 

Q.—You think that the money was 
deposited not to the credit of a char- 
tered bank but to the credit of the 
Dominion Savings Company? A.—I 
think so. : i A 

Q.—Why was it done in that way: 
A.—I do not know as there was any 
particular reason for it, except that 
they would probably get more interest 
forsit; 

Q.—Has the deposit account of the 
company always been kept with the 
Dominion Company? A.—They keep 
two accounts, they keep an account 
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with the Dominion Savings and an ac- 
count with the Bank of Toronto, and 
up in Winnipeg they keep one with 
the Union, and I think there is an- 
other one in Ottawa. 

.—I mean at London? A.—At 
the head office there is the Bank of 
Toronto for general account, and there 
is an account in the Dominion Sav- 
ings where it is not likely to be drawn 
out so suddenly. 

Q.—Might the Dominion Savings 
be regarded as a savings account and 
the other a general account? <A.— 
Yes. 

Q.—Do you issue cheques on the Do- 
minion Savings account? A.—Yes. 

Q.—And you are paid interest on 
it? A.—Yes. 

Q.—What rate of interest? A.— 
4 per cent. 

Q.—On monthly balances? Av 
think it is on the monthly balances, 
the minimum monthly balance. 

Q.—What rate are you paid in the 
bank? A.—I do not think we get 
any, it is to our advantage to get 
as much receiving interest as possible. 

Q.—Was the money that was re- 
ceived at the time of the organiza- 
tion ofthe company kept in that ac- 
count until the company was fully or- 
ganized and licensed to do business? 
A.—I do not remember that. 

Q.—I suppose that the Dominion 
Company, of which you are the Presi- 
dent, was looking for all the money it 
could get on deposit? A.—Yes. 

Q.—It was paying four per cent., 
was that the rate your company was 
giving to any depositors that would 
deposit? A.—No, most of their money 
is 3 and 33 and 4 is the highest they 
pay. 

Q.—No person gets any more than 
4? A.—No, they gave the Northern 
Life the best terms they would give 
to any one. 

Q.—Has the same rate continued 
from that day to this? A.—Yes. 

Q.—There will be considerable money 
there? A.—Sometimes there are very 
good balances and sometimes much 
less; it has varied a great deal. 

Q.—Are there any other companies 
that your Northern Life Assurance 
Company has had business dealings 
with that there are common members 
of the Boards of Directors? A.—I do 
not think there is another company. 

Q.—That is the only company you 
know of? A.—Yes. 

Q.—That is the only company you 
know of that has any business deal- 
ings either in the way of depositing 
money, sales on securities or purchase 
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of securities? A.—We did buy the 
debentures of the Huron & Erie, but 
none of the Huron & Erie Directors 
are directors of the Northern Life. I 
am connected with the Canada Trust 
Company, which is a company con- 
nected with the Huron & Erie. It 
was not at the time we bought the 
debentures. The Canada Trust Com- 
pany was not in existence. 

Q.—You were a shareholder in the 
Huron & Erie thenry A.—No, not in 
any way whatever except they were 
friendly to us and we friendly to 
them, and I regarded them as one of 
the safest, if not the very safest in 
Canada. 

Q.—Is there any particular signifi- 
cance on the word friendship? A.— 
No, except as between, say Toronto 
and London, I would prefer giving it 
to London than to Toronto. If I 
thought there was wu loan company 
whose debentures would be accepted 
by the Government we would give it 
to London. 

Q.—The investments in that com- 
pany have been profitable and safe 
investments ? A.—Yes, absolutely 
safe. 

Q.—Section 5 of the Act provides: 
(Reads) Taking the last part of that 
section first, is that the only provis- 
ion for election of directors that af- 
fects your company? A.—It is the 
only one I know of. 

Q.—So that all your directors must 
be shareholders? A.—Yes. 

Q.—There is no provision at all for 
policyholders’ directors? A.—No, I 
think not. 

Q.—And each shareholder must hold 
50 shares? A.—Yes, with $500 paid 
thereon. 

Q.—That is as I understand, in your 
company there is only one call ever 
been made in the nature of a regu- 
lar call? A.—yYes, and I am not abso- 
lutely positive that a call ever was 
made. 

Q.—But there was ten per cent. 
paid? A.—Yes. 

Q.—And that was treated as a call? 
A.—I think there was a call. 

Q.—There has never been a call to 
bring it up to 20 per cent.? A.— 
There has never been a second call. 

Q.—But shareholders have paid in 
money on capitalP A.—Yes, in excess 
of age ten per cent. but not under a 
call. 

Q.—The section provides that you 
must have $300,000 of the capital 
stock of the company subscribed and 
ten per cent. paid into some charter- 
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ed bank in Canada, was that section 


disregarded? A.—I think they made 
an arrangeemnt to send the Huron & 
Erie debentures down to the Depart- 
ment of Insurance instead, although 
I am not sure that was disregarded, 
I do not know whether it was or not. 
Q.—I am asking you now about 
the calling of the general meeting, as 
to the calling of a meeting of the 
shareholders at which they could elect 
the directors, that is not making the 
deposit at Ottawa? A.—I do not 
from memory recollect whether the 
money was deposited in a chartered 
bank for that purpose or not; I can- 
not in the meantime recall it. 
* Q.—Section 6 (reads). Have you 
ever had to consider, that is your- 
self or your company, ever had to 
consider who is the holder of the pot- 
icy within the meaning of the section, 
whether it is the assured or the 
beneficiary? A.—No, we never have. 
Q.—If the beneficiary happens to 
hold the policy— A.—No, we have 
never considered that at all. 
Q.—Have you ever had any discus- 
sion at all about the rights of policy- 
holders under this section? A.—No, 
we never had a policyholder come to 
a meeting and never discussed it our- 
selves. 
Q.—That section I suppose was cop- 
ied from some other charter? A.-— 


Copied from the North American I - 


presume. 

Q.—It is a form at least we have 
found elsewhere? A.—I fancy if you 
compare it with the North American 
Act you will find it almost word for 
word. 

Q.—Can you suggest any reason 
‘why the shareholder should not have 
a voice in the increase of the capital 
stock? A.—I do not know off-handed, 
I fancy they are in two different 
classes, the policyholders are one class 
and the shareholders another class, 
and if the policyholders have taken 
upon themselves the burden of or- 
ganizing the company and managing 
it, and taking the risk of loss, and 
carrying out contracts, I think they 
would have more right to say that 
the capital should be increased than 
a policyholder. 

Q.—On the other hand the policy- 
holder has come in and he has paid 
premiums to the company with the 
conditions as he has found them as 
to capital and what dividends can be 
paid and so on, and then he is given 
the promise in his policy and he pays 
money for it to get a right to share 
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in the profits of the company, is it 
equitable or right that the sharehold- 
ers should be able to increase that 
stock which might be an act entirely 
in their own interests and against the 
interests of the policyholder? A.—On 
the other hand they could not increase 
their capital without making his pol- 
icy to that extent at least safer. 

Q.—Still they may do him good and 
still be against his will you know? 
A.—They might do him well and do 
themselves more good, you think? 

Q.—YesP <A,—Yes, that is quite 
possible, but I think there are two 
separate interests, the policyholder 
and the shareholder, and I think 
where a contract is made with a pol- 
icyholder and that contract is carried 
out literally with him, he would not 
have any cause to complain if the 
shareholder thought it was in the in- 
terest of the company and of the 
shareholder to increase the capital. 

Q.—But you must not forget poli- 
cies are not contracts that are read 
as you and I would read a contract 
if we were going to enter into one? 
A.—I do not think one man out of 
fifty ever reads his policy. 

Q.—He goes in there on the faith 
of the company using him properly? 
A.—Yes, and for that very reason I 
think any director of an insurance 
company would listen to any argu- 
ment of a policyholder, and would 
try to do justice towards him as well 
as himself. 

Q.—But he would have himself—1 
am not talking of the Northern, elim- 
inate the Northern? A.—Yes. 

Q.—Then you can imagine there 
might be trouble? A.—There might 
be some who would do that. 

Q.—It does not seem to me to be 
based on any sound reason why there 
should be that one exception from the 
policyholder’s right to vote as he 
pleases with regard to the conduct of 
the company? A.—Take a bank for 
instance, they have deposits of a great 
many. more miilions in their keeping 
than they have capital, and yet what 
hand has a depositor in the manage- 
ment ? 

Q.—He can waik in and issue a 
cheque and take out his money any 
minute? A.—He might not for a 
year, he may have a fixed deposit. 

Q.—He has his choice to-day inside 
of an hour to say which bank he will 
do business. with and he cannot do 
that with an insurance company, be- 
cause if he is in an insurance com- 
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pany he cannot get out without loss? 
A.—I am giving you the argument 
just now, I have not considered the 
question. Another thing about it that 
where there are participating policy- 
holders that is given as an _ extra 
reason why they should take out the 
policy, they get a chance to get the 
amount named in the policy together 
with profits added to it. They are 
- willing to take that whatever it may 
be, they do not when taking it con- 
sider that as a certain fixed sum. 

Q:—You would think if you would 
see an agent turning up their esti- 
mated profits and showing they are 
more than some other company who 
has been doing business for fifty 
years, while the premiums are less the 
estimated profits are higher? <A.— 
You could get that same thing on 
a change of venue as to the number 
of witnesses, I remember having an 
affidavit to a certain number of wit- 
nesses, and the solicitor on the other 
side wanted an adjournment till he 
could get another affidavit to get 
more, 

Q.—The section is one that is com- 
mon to many other companies? A. 
—I think that, and I have seen it in 
the papers discussed, but so far as the 
policyho!ders are concerned not one 


single one has ever applied to take ~ 


any part in the management of the 
company during the number of years 
~we have been in existence. 

Q.—How is the capital stock in 
your company held? A.—It is fairly 
well distributed. 

Q.—Is there any controlP A.— 
The largest amount paid in I think 
is paid in by Mr. Matthew Wilson. 
You ask is there any control? I 
fancy if all the directors were to 
stick together as against all outsiders 
they could control the stock of the 
company. ~* 

Q.—That probably is not a result 
that could be accomplished very long? 
A.—No, I do not think so. 

Q.—There 1s no common tie to the 
directors any more than being direc- 
torsP A.—No. 

Q.—Mr. Wilson does not control all 
the capital? A.—No, but he has a 
very considerable substan'tial inter- 
est. 

Q.—Then there is a provision that 
the company shall not commence the 
business of insurance until] $62,500 of 
capital stock has been paid in in cash 
into the hands of the company to be 
appropriated only for the purposes of 
the company under this Act; of course 


Northern Life Assurance Co. 
(T. H. Purdom, Ex’d.) 


at that point there is nothing at all 
about a chartered bank? A.—Well, 
that was the investment made in the 
Huron & Erie debentures, 

Q.—And those debentures were tak- 
en down to Ottawa for the purpose 
of making the Government deposit? 
A.—Yes. . 

Q.—Can you say now that the 
shareholders had paid their ten per 
cent. in in cash or was the money 
raised? A.—No, I think it was paid 
in at that time. 

Q.—By each shareholder? A.—By 
a large number. : 

Q.—Had all of them paid in? A. 
—We have a good deal more than 
that now, it is $213,000 and some- 
thing altogether that was paid in, 
they did not cease getting money paid 
in as soon as we commenced business, 
but Mr, Caldwell and Mr. Casey kept 
on I think getting more. 

Q.—Then there is section 11 as to 
the investment of funds ? A.—Yes. 

Q.—Do you regard that section as 
being of any use to you since the 
section 50 of the Insurance Act was 
passed? A.—TI fancy we are governed 
by the general Act as to that. 

Q.—You would say the general Act 
is broader than the particular  pro- 
vision in your Act? A.—Yes, I fancy 


_we have a right to the general Act. 


Q.—Has your company kept within 
the provisions of the general Act in 
its investments? A.—We did except 
in one instance, we bought a few 
thousand dollars of C. P. R. stock 
and Mr. Fitzgerald objected to it and 
we sold it. 

Q.—That must have been in 1903? 
A.—I do not know what year it was. 

MR. MILNE: I think it was in 
1903. 

WITNESS: We sold it at a slight 
profit, that is the only illegal invest- 
ment I know of. I wag very much 
tempted once to make an illegal in- 
vestment but we did not. 

Q.—You invested in C. P. R. stock, 
was the question of the legality of 
the investment considered before the 
investment was made in that caseP 
A.—No, we thought it was legal. 

Q.—I suppose it may fairly be said 
that a great many persons without 
going into the technical wording of 
the Act might consider there was some 
reason— A.—It was not considered 
in our case at all. 

Q.—What was the extenf of your 
purchase of C. P. R. sharesP A.— 
$5,000, it was a small investment. 
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Q.—Is that the only investment 
that has ever been made? That is 
the only investment that was ever 
made that was beyond our powers. 

Q.—How do you say it was brought 
to your attention that that was im- 
proper? A.—By Mr. Fitzgerald, or 
rather the objection was to Mr. Milne 
and he told me about it. 

Q.—Was it taken off the books im- 
mediately on it being brought to your 
attention? A.—As soon as we could 
sell it on a profit. 

MR. MILNE: We sold it the next 
year? A.—It was only a small profit 
that we made. 

MR. TILLEY: Has there been to 
your knowledge any iransaction with 
the directors of the Northern Com- 
pany personally A.—I do not know 
of a single one. 

Q.—Or to any of the officers of the 
company A.—Not one—that is right 
is it not, Mr. Milne? 

MR. MILNE: I think that is right. 

MR. TILLEY: Any loans without 
security? A.—Not one. Every tran- 
saction that has gone through has 
been bone fide and the security be- 
lieved to be good, and I believe the 
investments they had are worth 100 
cents on the dollar, and whatever it 
costs to get them; that is I think we 
could re-place them at any time. 

Q.—That record as to the C. P. R.? 
A.—Mr. Milne can get that for you. 

Q.—Probably I can refer to all that 
I need to— 

JUDGE MacTAVISH: It appears 
in the published statement at the end 
of 1903; you had $5,000 of Canadian 
Pacific Railway stock, which appears 
to have cost you $6,237.50? <A.— 
Yes. 

MR. TILLEY: And your answer in 
your return is just the same as you 
have given it now, ‘‘As soon as we 
discovered it was not we sold it at 
a fair profit.” Have you had any 
considerable loss on any class of secur- 
ity? A.—We made a loss on British 
America and Western Fire Insurance 
stock. 

Q.—That is the time that that stock 
was cut in two? A.—Yes, after the 
Baltimore fire. We had $20,000, $10,- 
000 in each, and that was cut into 
$5,000 each. 

Q.—You lost $10,000 by that? A. 
—Yes. 

Q.—Assuming it before and after to 
be worth par? A.—Yes, I am speak- 
ing in round numbers when I say 
that. 
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Q.—Has that stock been sold? A. 
—No, we still have the balance of it, 
we have our half still. 

Q.—You are sure you have the 
half? A.—I do not know that part 
did not go in the earthquake. 

Q.—Do you regard fire insurance 
as a proper investment for a life in- 
surance company? A.—No. 

Q.—Or for trust funds? A.—No. 

Q.—That is if you had never had 
the money there you would not have 
put it there with your knowledge 
now? A.—I do not know that I 
would of my own judgment ever 
have put it there. I never did con- 
sider fire insurance stocks any too. 
safe an investment. I always con-. 
sidered there was an extra risk. 


Q.—In those particular stocks there: 
has been exceptional hazard? <A.— 
Yes, in an especially acute form be- 
cause what happened could not have: 
been by any means anticipated. 

Q.—You have mortgages on real es- 
tateP A.—Yes. 

Q.—Is that the chief? A.—That is. 
our chief mode of investment. 

Q.—How have you found that as to 
interest bearing? A.—We find it the. 
best we have, there is nothing we 
have as good as mortgages. 

Q.—Where are your investments. 
made? <A.—Mostly in this. district: 
locally, not entirely. 

Q.—In what Provinces of the Do- 
minion do you carry on life insurance? 
A.—In Ontario, Quebec, Manitoba, 
and we were in the Territories, we are. 
not in British Columbia; and in Nova 
Scotia and New Brunswick. 

Q.—Have you ever loaned money in: 
any Province except Ontario? A.— 
Yes, we loaned some in Manitoba 
and have one loan in Alberta and one: 
at Calgary. 

Q.—Are you developing the loaning 
business in Manitoba now? A.—Not 
to any extent. 

Q.—Have you stopped loaning as 
much as you did? A.—We are just 
keeping on; we have a first class real 
estate agent named H. M. Willman 
in Winnipeg and if he recommends a 
mortgage in Winnipeg we take it be- 
cause we get 7 per cent. there, and’ 
we can only get 53 per cent. here, 
and sometimes only 5. 

Q.—Are the loans you make in 
Winnipeg small loans? A.—$2,000 or 
$3,000. 

Q.—How is Mr. Willman paid? A. 
—By commission; and if we get him 
to do our work for us we will have- 
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to pay him something for’ general 
work, rage: 

Q.—That is you pay him a certain 
rate of commission on the loan busi- 
ness? A.—Yes, 1 per cent. 

Q.—And if you employ him to do 
any inspection for you— A.—That is 
what I mean we would have to pay 
him extra for it. 

Q.—Is he your insurance agent 
there? A.—No, he was our cashier 
for several years and he went up to be 
cashier for the Northern Life at 
Winnipeg and made_ considerable 
money himself, and then he’ branched 
out from insurance into real estate 
and loan; and we have found him to 
be a very reliable and good man; I 
don’t know a better or a safer one. 

Q.—Has policy writing been carried 
on in conjunction with your loaning 
money? A.—Sometimes, but loaning 
and insuring are two separate things. 


Q.—You bring them together some- 
times? A.—Occasionally they are 
brought together, but they are con- 
sidered separately. 

Q.—Are they kept separate as to 
commission, does the same man:get a 
commission on each? A.—The same 
men will sometimes get a commission 
on both. 


MR. MILNE: But a smaller com- 
mission on the loan. 

MR. TILLEY: Than he would usu- 
ally get. 


MR. MILNE: Yes. 


MR. TILLEY: Q.—The ordinary 
commission on the insurance? A.— 
Yes. 

Q.—Is that a safe way of doing 
business? A.—It is safe if you do not 
mix the two together. 


Q.—Can you say they are consid- 
ered each by itself when they are 
combined at the Winnipeg end? A. 
—We do not do any business like 
that in Winnipeg; the only place we 
are doing business like that is in 
Toronto. 


Q.—If they are combined in Toronto 
can you say they are separate merely 
because at this end you consider them 
separately? A.—We get a valuation; 
before the loan is made we have a 
valuation of an independent man not 
of the agent. We do not trust the 
agent, that is as to the loan. 

Q.—You do not depend on_ the 
agent? A.—We have what he recom- 
mends approved or disapproved by a 
man entirely independent of him, 
and who is paid separately. 
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Q.—Who pays the valuation fee? 
A.—We do, we lose that if we do not 
accept it. The man who checks his 
work igs simply paid by us a fee. 

Q.—That is universally done? A. 
—That is the rule; or if Mr. Milne 
went down himself and saw it we 
would not pay another man, or some- 
one we could trust, and someone we 
felt was giving us an _ independent 
valuation. : 

Q.—Have you any foreign branches 
outside of Canada? A.—No. 


Q.—So that you have never depos- 
ited any money for foreign agencies? 
A.—WNo, all our assets are here. Talk- 
ing about the difference between the 
interest here and in Winnipeg, I 
think I would as soon loan money here 
at 53 as at 64 and 7 in Winnipeg, 
because there is more risk the further 
you get away from home. It is not 
under your own eye, and if it gets 
on your hands you do not know how 
it would be attended to and how long 
it would take to get away from it. 

Q.—If you have that view it is not 
much use to ask you whether it is ad- 
visable to push Manitoba too hard, 
you push the local business here as 
hard as you can? A.—Yes; if he 
sends us a good loan I think it is all 
right, but I would not like to go to 
work in Winnipeg at the present time 
and slash around loaning money. I 
was up there and they are very pros- 
perous, and that is the time to be 
cautious. 

Q.—You loan your money in On- 
tario on mortgages on farms? A.— 
No, I think the majority of our loans 
are in the City, and some farms, and 
some in Toronto. 

Q.—Mixed? A.—yYes, there is no 
rule I fancy. 

Q.—Do you seek to keep your 
loans in small amounts? A.—We try 
not to have large loans; if a large 
loan goes wrong it goes wrong very 
fast. 

Q.—You prefer a loan of $2,000 to 
$5,000? A.—I would rather have 
that than a loan of $10,000 or $20,- 
000 even if it was apparently safe, 
that is with our means; we are not 
a large company yet. 

Q.—You are growing? A.—Yes. 

Q.—Have you any Head Office 
premises? A.—No, we rent from the 
Masonic Temple Co. 

Q.—You have no properties except 
held under mortgages? A.—We have 
no property under mortgage that has 
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come on our hands, it is all live 
mortgages. 

Q.—Interest kept well up? A.— 
Yes, we have no properties that pro- 
ceedings have been taken on _ or 
thought of. 

Q.—Section 15 reads this way 
(reads); that is another usual provi- 
sion? A.—Yes, that is one of the 
rocks agreed we have not’ reached 
yet. 

Q.—Any discussion of that should 
be with Mr. Milne? A.) essa ane 
besides we have not come to the point 
yet. 

Q.—I shall probably ask him how he 
is carrying on the work in the office 
anticipating that? A.—He will know 
all about that. 

Q.—Then there is the power’ to 
charge losses to participating policy- 
holders in case there is loss afterwards 
sustained? A.—Yes. 

Q.—Section 17 provides (reads). 
That is a usual form where the power 
is kept within the Directors? A.— 
Yes. f 
Q.—Have you any idea of your 
own as you have studied insurance, as 
to the propriety of requiring a sur- 
render value to be allowed to a man 
as soon as two years have gone by? 
A.—My opinion would be it is too 
soon. 

Q.—That is to say that the com- 
pany has not quite recovered the ex- 
pense that it is put to on the policy? 
A.—They are in debt for that policy 
still. 

Q.—And if the idea of giving a 
surrender value is that the company 
has some of this man’s money that it 
should return to him, then it should 
not be made obligatory until it is 
distinctly ascertained that there is 
that fund? A.—I think that is right. 

Q.—That would be after how 
many years according to your opin- 
ion as an actuary? A.—I am not a 
very good actuary, but I am told not 
less than five years; then actuaries 
differ I-_ believe. 


Adjourned at 6 P.M., June 28th, 
to 9 A.M., June 29th, at the same 
place. 


FIFTIETH DAY. 
MORNING SESSION. 


Resumed at the Court House, Lon- 
don, Friday, June 29th 1906, at 9 a.m. 
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MR. TILLEY: I would suggest, 
your honours, that we might have Mr. 
Milne sworn now and then I can take 
the evidence from either indifferently 
as we go along and collect it under 
subject matter, rather than under 
witnesses. Mr. Milne is the Manager 
of the Company. 

JOHN MILNE, Sworn. 

The examination of Mr. Purdom 
continued. 

MR. TILLEY: Mr. Purdom, I was 
referring yesterday to members of the 
Board and I see that you have given 
a return to the Commission setting 
out the names of all the Directors 
from the time the company was form- 
ed to date? A.—yYes. 

Q.—For convenient reference to 
names [| will put in that list of 
Directors as Exhibit 311. Exhibit 
310 being the individual cards of the 


London Life Insurance Company, 


which are to be supplied. 

Q.—Then, Mr. Purdom, you spoke 
about the loan or deposit with the 
Dominion Savings and Loan Company 
yesterday? A.—Yes. 

Q.—Is the book here showing that 
deposit with the Dominion Savings? 
A.—(Bank books produced.) 


MR.. MILNE: The first Dominion 
Savings Bank Book must, I think, 
have been burned. We were burned 
out and I have never been able to find 
it since. 

Q.—You think then you have given 
me all the books that show the state 
of that account? 

MR. MILNE: With the exception 
of that first one. 

Q.—Now, Mr. Purdom, I notice 
from the minutes that you commenced 
depositing with the Dominion Savings 
Company when the Insurance Com- 
pany was first formed? A.—Yes. 

Q.—And you had practically all 
your money deposited with the Loan 
Company? A.—I think it was. I 
was trying to remember last night 
if we had an account with the bank 
and I cannot see it; that is and be 
certain. 

Q.—On February 23rd, 1897, that 
would be soon after your stock was 
called up and the calls paidP A — 
That would be when we organized; 
wasn’t it? 

Q.—Soon after you organized. You 
made calls and got payments on your 
stock in 1896P A.—Yes. 

Q.—Why was there the delay from 
1894 when the Act was passed until 
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1896?  A.—They kept getting stock 
subscribed. 

Q.—Did it take all that time to get 
the stock subscribed? A.—I fancy it 
did, we were increasing the amount 
and we had a certain amount of it 
subscribed at that time and Mr. Cald- 
well was constantly employed getting 
it increased. We were more engaged 
getting the amount of subscribed and 
paid up stock increased than we were 
in doing any business. 

Q.—After you got the calls paid in, 
out of $100,000 in round figures, you 
invested $66,000 in Huron and Erie 
debentures? A.—That is right. 
_Q.—Don’t you think that was put- 
ting a good deal of your money in 
one security? A.—No, the Huron 
and Erie is as good as the Bank of 
England. 

Q.—I do not know, if I had my 
choice, which I would take? A.—I 
would just as soon have the Huron 
oa Erie as the Bank of England my- 
self, 
Q.—Isn’t that just in the line you 
spoke of yesterday in your mortgage 
loans, that you preferred to * have 
them scattered? A.—No, not if you 
know a thing is absolutely safe. Why 
should a person be afraid of a thing 
they know to be good? 

Q.—That is basing an investment 
on your Own individual knowledge 
and belief in the company? A.—Yes. 

Q.—Isn’t that the means by which 
a great Many companies have come 
to wreck? A.—yYes, and I think it is 
also the means by which a great many 
of them have ben saved from loss. 

Q.—There is no particular good to 
the company in having all that money 
in One company? A.—No, there 
’ wasn’t any particular advantage ex- 
cept that according to the regula- 
tions of the Insurance Department, 
the Huron and Erie was the only loan 
company in London that we could in- 
vest in. They have regulations that 
require the stock to be worth more 
than 125. They have certain regula- 
tions laid down by the Insurance De- 
partment and I think it was the only 
company that met the requirements. 

Q.—That regulation does not exist 
now? A.—I .don’t know whether it 
does or not. I don’t think the Act 
requires it. I think it is a regulation 
of the Department, 

Q.—That is for depositing securities 
with the Department? A.—Yes, it 
is not the Act. 

Q.—I thought you were speaking 
of investment powers. Then you 
commenced making deposits with the 
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Dominion Savings and Loan Com- 
pany? A.—Yes, 

Q.—Apparently the first deposit was 
ae $27,206 that I can findP A.— 
OS.ue 

Q.—But in these books it commences 
in 1899. What is the meaning ot 
Account No. 3? 


MR. MILNE: I can answer that. 
No. 3 is the open account from which 
we chequed out. 

Q.—That would be the Dominion 
Savings number that is given to your 
account? (Mr. Milne answers until 
a change is indicated.) 

A.—Yes. 

Q.—It is not your description of 
the account? A.—No. 


Q.—Then No. 9? A.—Is the Do- 
minion Savings special account. They 
gave it that number. 


Q.—Are those the only two accounts 
that your company has had with the 
Dominion Savings? A.—The only two. 

Q.—Is it the only two investments, 
does it represent all the transactions 
you had with themP A.—It repre- 
sents all the transactions. 

Q.—Then in 1899, Account No. 9, 
in the book that we have commenced 
with, December 30th, $79,590.60 of a 
balance? A.—That included $75,000 
that was set apart by the Board. At 
that time we had no regular arrange- 
ment by which we could get mort- 
gages hunted up, and that was sec- 
ured at 4 per cent. for three years. 
That was a stipulation the same as it 
was a debenture; hold that for three 
years and then draw out and by that 
time we would be in shape to get 
mortgages sufficient to take it up and 
it was taken up. 

Q.—Now, do I understand you to 
say that that arrangement applied to 
the whole Account No. 9? A.—No, 
it only applied to that particular 
sum at that time, $75,000. 

Q.—From what date did that three 
year arrangement commence to run? 
A.—I think that was in 1898. © 

Q.—Then it ran three years from 
1898 and during the whole of that 
time did you have $75,000 there? A. 
__We had $75,000 there, yes. 

Q.—In 1901 that arrangement came 
to-an end? A.—Yes, it was gradual- 
ly drawn out and finally entirely 
drawn out for mortgages and so forth. 

Q.—It was renewed in 1901 for two 
years, I think? A.—I think not. 

MR. PURDOM: I think you are 
right, Mr. Tilley; I think it was re 
newed., 
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Q.—I do not want to be wrong 
about it. On April 15th, 1901, ‘“‘Mr. 
Ferguson moved, seconded by Mr. 
Love, that the arrangement for the 
deposit of $75,000 with the Dominion 
Savings Investment Society, bearing 
interest at 4 per cent., payable half 
yearly be extended for a period of 
two years.”’ 


(Mr. Milne answers.) A.—Oh, that 
would be correct then. 

Q.—Then after that resolution it 
would remain there for two years 
longer? A.—yYes. 

Q.—That would bring it to 1903? 
A.—yYes, apparently. 

Q.—What was done then? A.—lIt 
was gradually drawn out, 

Q.—And placed in mortgages? A. 
—Yes, 


MR. PURDOM: Wasn’t part of it 
drawn out before? We said we didn’t 
care if they could get mortgages, to 
insist on the agreement. Part of it 
was drawn out before that. 

Q.—What was the precise arrange- 
ment that was made with the Domin- 
ion Savings and Investment Company. 
Was it committed to writing? 


(MR. MILNE answers.) A.—I don’t 
think it was. I think it was just an 
arrangement with the Manager on 
the basis of that resolution, he know- 
ing the basis of that resolution. 

Q.—There probably would be some 
other resolutions referring to it, of 
which we have not copies, because 
some of the books were destroyed by 
fire? A.—One Minute Book was de- 
stroyed by fire. There might possibly 
be a resolution there. 

Q.—Tell me then whether you are 
confident now that there was no 
written arrangement either by letter or 
otherwise, with the Dominion Savings 
Company P 
been the Manager’s acknowledgment 
when I wrote him the resolution. He 
might have acknowledged it and that 
might be on file somewhere. That 
might be found, if some of our ledgers 
were not burnt. 

Q.—Could you have some person 
send word to your office to try and 
look that up? A.—Yes. 

Q.—Was there any arrangement 
that you would have security with 
respect to that sumP A.—WNo. 

Q.—You would rank the same as all 
other depositors of money with regard 
to that account if there was any diffi- 
culty with the Dominion Savings Com- 
pany? A.—Yes. 

Q.—And you say it remained there 
for at least 5 years, amounting: to 


A.—There might have, 
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$75,000P A.—I would not say that 
the whole $75,000 was there for that 
time. 

Q.—But in a general way there was 
supposed to be a $75,000 deposit there, 
or substantially that amount during 
that timeP A.—Yes. 

Q.—Then were the Dominion Savy- 
ings Company issuing debentures dur- 
ing that time? A.—I don’t know. 


MR. PURDOM: Oh yes. 


Q.—What rate of interest did their 
debentures pay? 


_ (MR. PURDOM answers.) They were 
issuing debentures at 4 per cent. 

Q.—Saleable at par? A.—Yes, they 
were selling them right along at par. 
Never sold any under par. 

Q.—Were they selling debentures 
guaiae the whole of that period? A. 
—Yes. 

_ Q.—For the different dates, matur- 
ing at different timesP A.—Yes, 

Q.—One, two and three years? A. 
—I don’t know of any for one or two 
years. It is three and five years. 

Q.—Then, if you were making a 
transaction with the Dominion Sav- 
ings Company in 1901 for two years 
and in 1898 for three years, why 
didn’t the company take debentures 
paying a 4 per cent. interest? A.— 
We didn’t suppose it made any dif- 
ference. 

Q.—Were the debentures not secur- 
ed in any way? A.—No, they were 
just under the Act. 

Q.—Ordinary promises to pay? A. 
—That is all. 

Q.—It put it in a shape that the 
Dominion Savings would show $75,- 
000 as a deposit instead of being a 
debenture debt? A.—That is all the 
difference. 

Q.—I suppose that was considered 
at the time? A.—I don’t konw that 
it was. I don’t think it was regarded 
as a matter of any consequence whether 
it was on deposit or a debenture, and 
that at any time had the Northern 
wanted. the money they could have 
drawn it, we would have let them 
draw it. 

Q.—Why would you have let them 
draw it? A.—We would not ask them 
to go and borrow money from the 
bank if they had a deposit like that. 

Q.—The arrangement was for three 
years? A.—But as a matter of fact 
we let them draw before the two years 
expired and I think the most of it 
was drawn out before the five years 
were up. ; 
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Q.—Then if you had had deben- 
tures of the company you would have 
been able to sell them, I suppose, or 
borrow money on them? A.—Oh yes. 

Q.—Carry it on just as well from 
the Northern Insurance Company’s 
standpoint? A.—No, I didn’t think 
so. They couldn’t borrow the money 
at 4 per cent. in the bank, if they had 
taken the money from ug instead of 
from the bank all that the Northern 
would lose would be the 4 per cent. 

Q.—They could have sold the de- 
bentures at par? A.—Passibly they 
could. 

A.—Or part of them? A.—Or part 
of them, if they had wanted to, but 
you cannot go to a bank and borrow 
ay 4 per cent., no bank that I know 
of. 

Q.—Well, I do not know that I can 
tell you where to go for that rate. 
Besides that account bearing 4 per 
cent, interest, the Company had 
another account? A.—Yes, they had 
a general] account. 

Q.—What interest did it bear? A. 
—I think it bore 4 per cent. on the 
minimum monthly balance. - 

MR. MILNE: Four per cent., all 
our accounts with the Dominion are 
at 4 per cent. on the minimum month- 
ly balance. 

Q.—How is it that this account No. 
9 has various amounts of deposits and 
withdrawals? (Mr. Milne answers un- 
til a change is indicated.) A.—We 
did withdraw. There is 72 and there 
is 73 thousand dollars. If we had a 
mortgage we drew out, notwithstand- 
ing that arrangement, it was under- 
stood with the Dominion that if we 
required the money we would be at 
bert. to withdraw it by giving no- 

‘ice, 

Q.—On December 31st, 1900, it was 
up to $83,121.40? <A.—Yes. 

Q.—On the same day it came down 
to $75,000. I suppose that was a 
transaction at the end of the year 
in order to make that the special de- 
posit? A.—Here was a deposit in 
October. Then the interest was add- 
ed. There is a deposit of the interest 
which brought that up to $83,000 
and then we withdrew that $8,000. 
I think that $8,000 was put in some 
mortgage at that time. We _ with- 
drew it to bring it down to the 
$75,000. 

Q.—Then the No. 9 account from 
June 30th is down by these with- 
drawals to $41,343? A.—yYes. 

Q.—Then on November 30th, 1903, 
it was down to $33,000. For a short 
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time it was about $8,000? A.—Finally 
exhausted or almost 80. 

Q.—In 1904 you apparently com- 
menced depositing again to that ac- 
count? <A.—Yes, well that was not 
under that special arrangement but 
any extra money we had we deposited 
it, because we could get a little more 
interest than if kept in an open ac- 
count. 

Q.—You had 138 to 15 thousand 
dollars, along about that amount in 
1903, and in October, 1904, up to 
$22,000P A.—Yes. 

Q.—In December, 1904, $27,000? 
A.—I think at the end of the year it 
was somewhere about $39,000. 

Q.—May, 1905, $30,000, and it re- 
mained at about $30,000 right 
through to the end of that book? 
A.—Yes. 

Q.—Then it goes into a second book 
No. 9 and it remains at $35,000 and 
up to $40,000 to the end of that year 
and then in 1906 it is in February 
$39,000, and it has continued from 
$40,000 to $48,000 from that time 
until now? A.—Yes. 

Q.—On May 8lst, being the last 
date in the book, it was $45,103.60? 
A.—Yes. 

Q.—And there have been no entries 
made since? A.—We have got mort- 
gages that are going out for about 
$12,000 that will draw out all that. 
Although No. 9 is a special account 
you will see it is a sort of floating 
account notwithstanding. We drew 
from it regularly, 

Q.—Now Account No. 3, so far as 
the books you have handed me, in- 
dicates that the first of the books 
comemnced in January, 1900? A.— 
Yes. 

Q.—It was then about $27,470 on 
March 22nd; then it ran up to over 
$30,000 and continued about that 
figure until May, 1900, and then it 
dropped down at different times to 
about $23,000 in June and then con- 
tinued from $23,000 to $27,000 at the 
end of that year, being at about $30,- 
000 at the end of December. Then 
in 1901 it continued at about $30,000 
until June, when it got down to about 
$17,000. Then it continued about 
15, 16 or $17,000 right through until 
September, when it got up to $20,000. 
That was the end of that book. It 
came into the next book about 20 and 
remained between that and 25 until 
September 28th, when $20,000 was tak- 
en out and the deposit dropped down 
to $2,015. It continued from $2,000 
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to about $7,000 until December 31st 
when it was $16,000 and then it con- 
tinued from $16,000 to about $27,000. 
Different amounts in April and May 
and in June it got up to $30,000; 
July $35,000; May up-to $38,000; 
September up to $42,000. And then 
in November by some withdrawals in 
that month it went back to $24,000 
and remained about that amount till 
December when it dropped to $7,758 
and remained at about 7 to $8,000 
until December 10th, when it became 
$2,300. Then it varied somewhat and 
was a very uncertain balance until 
the end of that month when it got 
back to about $7,000 having been 
at one time as low as $800, in fact 
a debit balance in one place of $27, 
and then it continued at about $10,- 
000 through 1903, in March being up 
to $15,000 and in April back to 
$9,000. In May up to $15,000 and 
as low as $9,000. In June and July 
it was $7,000 and $8,000, then $26,- 
000, then back to $7,000, $8,000 and 
‘$10,000, continued from about $7,000 
to $12,000 during the rest of that 
book? A.—The variations arising 
from mortgages being paid in. 

Q.—The last book, 1903, it was 
about $5,000 to $7,000 during Sep- 
tember and November; $7,000 to 
$8,000 in December. Then it jumped 
up to $27,000 again? A.—There was 
a $25,000 deposit. 

Q.—Then it continued for between 
$20,000 and $30,000 and ran along 
at about $30,000 to $35,000 until 
October, 1904, when it dropped down 
to about $25,000. It continued from 
$23,000 to $25,000 until about the end 
of November, 1904, and then it con- 
tinued from $14,000 to $16,000 on 
through to August, 1905, I should say, 
when it got down to $5,000 in Sep- 
tember. Since that date it seems to 
be more irregular in amount? A.— 
Sometimes low. © 

Q.—But always a substantial bal- 
ance, sometimes $17,000 to $20,000 
and as much as $40,000 at one time 
and continued at about that amount 
for some time and then back to about 
$30,000? A.—And down to about 
$15,000. 

MR. LANGMUIR: Both accounts 
seem to be active accounts. 

MR. TILLEY: Not very active; 
the withdrawals in the first were more 
towards the end. 


MR. PURDOM answers: It was a 
fixture for the first three years 
and then some of the directors pre- 
ferred not to have so large a sum 
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there and they wanted to make other 
investments out of it and it was 
through that that the investments 
were made in British American and 
Western. It would have been better 
to have left it there. They took it 
out and did worse with it. 


Q.—Your investment in British 
America came about through a person 
that got you to organize this company, 
the North American Life? A.—Oh, 
no, Mr. Morrison hadn’t anything to 
do with it at all. He hadn’t any- 
thing to do with our buying that 
British America stock. That was 
done by the directors. Thomas Long 
was a director. He was on our Board 
and he was a member of the Board 
of the British. But John Morrison 
was not on the Board of the Northern _ 
at that time at all. — 


Q.—I suppose it must be the fact 
that during the time these large sums 
of money were with the Dominion 
Savings, you could have got better 
investments yie'ding a better rate of 
interest? A.—Possibly you could. 

Q.—Real estate loans? A.—You 
might have got them, but on the 
other hand there was a time there 
when real estate investments were 
very low. 

Q.—Isn’t it a fact that this de- 
posit was a substantial accommoda- 
tion to the Dominion Savings Com- 
pany? A.—It was that much of a 
deposit but I don’t know that it was 
any great accommodation to them. 
They were paying the very highest 
rate they paid to anybody for it. 

Q.—That shows they were anxious 
to get it? A.—Well, we were selling 
the debentures in Scotland. 

Q.—And you were needing the 
money at that time? A.—I don’t 
know that we were needing it any 
more then than at any other time. 

Q.—Did the Dominion Savings 
stock or debentures become of less 
value during any portion of that 
time? A.—I don’t know that they 
did. 

Q.—Was there not a time when that 
company’s stock or debentures were 
not worth quite as much as they had 
been? A.—About 15 years ago the 
Dominion had difficulty thronch its 
Manager and since then, of course, it 
has been getting better every year. 

Q.—In the year 1898 and 1897 and 
in the year 1896, even, would you 
say then that that was a proper place 
to leave these large sums of money? 
A.—Yes, quite so. 
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Q.—You think that it was? A.— 
Yes. 

Q.—You think it was better for the 
company to leave it there at 4 per 
cent. than invest it in real estate 
mortgages at 5 or 6 per cent.? A. 
—I don’t think with the hands the 
company had and its means of mak- 
ing investments, that in the long run 
it would have made much more. 
There would have been the expense 
of handling the mortgages at 5 per 
cent. and there would only have been 
a fraction of one per cent. even if 
they made no loss. Then when they 
did invest in these stocks I think they 
lost more in that one transaction than 
they would in years by leaving it 
there. 

Q.—You can always refer to some 
transaction such as that investment, 
in fire insurance stocks that show that 
even the securities that are regarded 
as proper under the Act, are not the 
very best, but is it not the fact that 
the insurance company’s monies were 
being at that time used in a way that 
was a substantial accommodation to 
the Dominion Savings Company? A. 
—No, I don’t think so. The Do- 
minion Savings Society could have 
got the money from other sources if 
they wanted it. 

Q.—They could have got the money 
from other sources but they could 
not have got that money from any 
other source and that made so much 
difference? A.—Not that particular 
money.. 

Q.—That was so much additional! for 
them? A.—I suppose that is the 
same with any deposit, it is always 
an additional amount to what you 
have otherwise. 

Q.—They were getting the money 
at 4 per cent.P A.—Yes, I don’t know 
that they were getting all they could, 
they were getting all they wanted. 
I don’t believe in very large loan 
companies or large insurance compa- 
nies I would rather be connected with 
a reasonable sized loan company and 
a reasonable sized insurance com- 
pany. 

Q.—Does it strike one that at that 
time you believed in large deposits 
in loan companies? <A.—I wouldn’t 
have any objection to one deposit be- 
ing large, because there is less trouble 
in looking after it, and you know 
if you are going to be called on for 
any particular part of it, when it is 
going to be. 

Q.—You could, at that time, have 
invested that money or deposited it 
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with other companies equally as safe 
and got the same rateP A.—I fancy 
I could. 

Q.—You could have divided the 
risk? A.—Yes, I suppose we could 
have divided the risk. 

Q.—And got the same return? A. 
—Yes, or taken probably. three risks 
where one would do the same thing. 

Q.—Your principle that you laid 
down yesterday for real estate’ was 
to divide the risk. Do you change 
from that when you deposit money? 
A.—If you know a deposit is abso- 
lutely safe in any particular bank 
you may as well put it all in as 
put part in one and part in another, 
that you wouldn’t know as much 
about. I knew this to be safe. 


Q.—That brings us back to the 
same question, that you were acting 
on your personal belief in your own 
company, which to a certain extent 
is your own’ child of which you are 
proud, there is no company as good as 
Mr. Purdom’s company? A.—Well, 
I am quite willing to admit that it 
is all right. 

MR. LANGMUIR: What is the 
stock selling for? A.—The last sale 
was 72, 

Q.—Not par? A.—It has not sold 
at par since the difficulty fifteen years 
ago, I think. s 

MR. TILLEY: What was it selling 
at in ’98? A.—I am not sure. It 
has sold at between 70 and 80 during 
the last few years, but not much of 
it is sold. 

Q.—The difficulty was about ’91? 
A.—I don’t know the exact year, but 
I should think about fifteen years 
ago. 

BO von would not have thought it 
wise to keep $75,000 at deposit there 
at that time would you? A.—Yes. 

Q.—You would have put it there on 
deposit at that time? A.—Yes, in a 
minute. 

Q.—Notwithstanding the position 
the company was in? A.—The pos- 
sible loss did not affect the safety 
of the depositors at any time. There 
was always a security of $2 for $1, 
always. And the fact that the stocks 
sell low, Mr. Langmuir, is largely 
due to the fact that we reduced the 
dividend in order to effectually clean 
the company’s assets up, and money 
is worth more than 4 per cent., there- 
fore we cannot sell the stock at par 
until we are able to increase the 
dividend, which I think we will be 
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able to do very soon. We had some 
lands in Winnipeg which have turned 
out to be a very valuable thing and 
that is going to enable them to effec- 
tually clean it up and have the same 
assets worth more than they are repre- 
sented to be. The assets to-day are 
worth more than the statement shows. 


MR. KENT: What is the dividend 
to-day? A.—Only 4 per cent. We 
thought it better to reduce the divi- 
dend and clean it up and pay a sum 
we were sure we could pay, than keep 
the dividend up in order to keep the 
stock up. It was far better to get 
the assets right than the selling value 
of the stock. 


MR. TILLEY: Do you or not con- 
sider depositing money in that way 
with a loan company is a direct viola- 
tion of Section 50 regarding invest- 
ments? A.—I don’t think it is a 
violation in any way whatever. I 
think it is quite within it. 

Q.—Section 50 says that a life in- 
surance company may invest any por- 
tion of its funds in the debentures, 
bonds or preferred or guaranteed 
stocks of any building society, loan 
or investment company. Do you 
think that that covers putting money 
on deposit? A.—It doesn’t say there 
that you can even deposit money in 
the bank, does it? 


Q.—It doesn’t say you can deposit, 
but a bank ig incorporated for the 
purpose of receiving deposits. This 
Act specially says what securities of 
a loan company you may invest in 
and that excludes all others, you and 
I would agree on that? A.—I don’t 
think it prevents you from making 
a deposit in a bank or a loan com- 
pany. 

Q.—Don’t you think expressly say- 
ing, you may lend on debentures of 
a loan company, excludes a deposit? 
A.—No, I think we have got a right 
to keep a bank account and deposit 
money in it. 

Q.—Yes, I think you have a right 
to keep a bank account. A.—This 
is a bank account or a deposit ac- 
count. 

Q.—No, this is a loan to a loan 
company without security. A.—It is 
a deposit with a loan company. 

Q.—Without security? -A.—No, it 
is a deposit with a loan company. 

Q.—It is not a deposit, you give it 
to them on an understanding that it 
is to stay there for three years? A.— 
That is just equivalent to a deben- 
ture. It is just the same thing. 
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_ Q.—It is not a debenture? A.— 
It is not actually a debenture, but 
it is exactly the same security. 


Q.—I don’t know. The Act says 
that you should, if you let a loan 
company have money, you should have 
its debenture or its preferred stock. 
It expressly says what you’ should 
have. A.—Well, I have always .con- 
sidered that a deposit in a loan com- 
pany and a deposit in a bank are 
identical. Loan companies have a 
right to receive deposits and banks 
have a right to receive deposits and 
we could deposit in there. 


Q.—Putting $75,000 in a bank on 
the understanding that it is to stay 
for three years is hardly a deposit. 
A.—I would call it a special deposit. 


Q.—It then passes from a deposit to 
a loan. A.—No, I don’t know that it 
does. I think it is a special deposit. 

Q.—There was a large mortgage in 
me for $19,325.15. A.—Who was it 
to: 

Q.—Humpage. A.—Yes, 
that. . 

Q.—How did that mortgage come 
to be taken? A.—That was the se- 
curity on the London house. 

Q.—Was there a loss on that? A. 
—QOh no, you can look at it as you 
go past. It is the first corner from 
the Court House on the north west 
corner of the next street. $20,000 
was the loan. 

Q.—It is an odd amount and I 
wondered whether it was to clear up 
some transaction. A.—Oh no, that is 
a perfetcly good loan. It was not on 
anything but a good investment; and 
the property, I think, is very much 
more valuable to-day than it was 
when we took that. 25 per. cent. 
more. 

Q.—Then you say in your returns, 
and the fact is I suppose, that no 
bonusses or dividends, have been paid 
to the shareholders on their stock? 
A.—No, we have not been able to 
et. 

‘ Q.—There was an adjustment of in- 


I> know 


_terest made after the shareholders had 


contributed ‘their money in order to 
equalize matters? A.—Yes. 
Q.—Would you explain just what 
that transaction was. 
Q.—Money had been received from 
time to time from different parties 
when the company was being organ- 
ized and that money was put in the 
savings bank and earned so much in- 
terest, and that interest that was 
earned on the monies deposited was 
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distributed among those whose 
money earned it, in order to com- 
mence from a certain date. 

@.—These monies were received at 
- different datesP A.—Different dates. 

Q.—And the company was not then 
sage to commence business? A.— 

O. 

Q.—So you deposited it at interest 
in an account, and when you were 
ready to commence business you 
treated it as being received at that 
date. A.—On one certain day, they 
got the benefit of it up to that time. 

Q.—It wag not a case where you 
paid out interest or @ dividend or 
bonus? A.—wNo, it was not a divid- 
end, it was giving them_the interest 
that their own money earned, that 
was all. 

Q.—You treated that interest as 
capital put in by them at that date, 
is that a fair way to put it? A.—No, 
we gave them that money, we paid it, 
to them. We gave them he interest 
that their money earned. Chequed it 
out to them. 

Q.—I thought it was added to the 
amount they paid in? A.—No, each 
party got their own, what their money 
earned. It was so as to make it just 
between the different parties paying 
in, so that one would not get an ad- 
vantage over another. 


Q.—That was entirely prior to this 
by-law you passed recently? A.—Oh 
yes, entirely, that is years ago. 

Q.—Then you, I suppose, have had 

default made in payment of calls on 
stock? A.—yYes, only one call. 
_ Q.—Where default was made, was 
it made in respect of the whole call, 
or was something paid on account in 
some cases? A.—Never anything paid 
on account. These who did not pay, 
didn’t pay anything, at all. They 
simply made a subscription and never 
paid anything. 

Q.—What was done _ with that 
stock? A.—It was cancelled, and the 
stock transferred, I think, under a 
resolution. 

Q.—Mr. Milne points out that $2,- 
026.46 was the amount that was paid 
out on March 31st, 1897 in respect 
of the interest received from the 
bank. I suppose it was received from 
the Dominion Savings? A.—Yes. _ 

Q.—Was there ever any discussion 
between yourself and any other per- 
sons, or between any representatives 
of the company, as to withdrawing 
that money from the Dominion Sav- 
ings Company, when the company 
thought it was not convenient to 
have it withdrawn. A.—No, I don’t 
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remember any discussion of that 
kind. There was discussion at our 
Board meetings about lowering the 
amount of the deposit. , 

Q.—Which Board? A.—The North- 
ern Life. 

Q.—What stand did you take? A. 
—I took the stand that it was as good 
an investment as they could possibly 
have and it was better for the man- 
ager to bend his energies towards 
getting investments that would pay a 
slight advance: on that. 

Q.—What position did the others 
take with regard to that? A.—Some 
took my view and some took the 
other. 

Q.—Who took the other? A.—Mr. 
Long, I think, took the other, and I 
think Mr. Wilson took the other. 

Q.—Mr. Matthew Wilson? A.— 
Yes. And I am not certain whether 
Mr. Davis did or not. 

Q.—What position did they take 
regarding it? A.—They thought we 
might probably earn more money by 
getting it out in other places, and 
as I told you, we did not wait until 
the time was up but let them draw 
it when they could get another in- 
vestment. 

Q:—You say that that was . dis- 
cussed, was that at Board meetings 
or committee meetings? A.—Board 
meetings. 

Q.—I see that the Executive Com- 
mittee of the Northern Life consists 
of the President, T. H. Purdon, John 
Ferguson, Frank Love and J. D. 
Balfour, and the Managing Director, 
Mr. Milne. A.—Yes. 

Q.—How many of those are on the 
Dominion Savings? A.—Mr. Fergu- 
son, Mr. Love and myself. 

Q.—Are you all the directors? A. 
—No, there are five others. 

Q.—Then some on your board of 
the Northern thought that the money 
could be withdrawn from the Domin- 
ion Savings and invested in ordinary 
securities? A.—yYes. 

Q.—You thought differently? A.— 
I thought differently, but I let them 
take it out. 

Q.—What did Mr. Love think? A. 
—I don’t think he expressed any 
opinion. 

Q.—What did Mr. Ferguson think? 
A.—I don’t think he expressed any 
opinion. ; 

Q.—What did Mr. Balfour think? 
A.—He did not express any opinion. 

Q.—Did Mr. Wilson do all the talk- 
ing? A.—I think Mr. Wilson and 
Mr. Long did all the talking. 
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Q.—And they were in favor. of 
taking it out? A.—They were in 
favor of taking part of it out; I 


don’t know that they were in favor ~ 


of taking it all out, and I assented 
COs: 

Q.—Did that question come up 
when it was not assented to? A.—I 
don’t remember whether it did or 
not. I don’t think it did. 

Q.—Wasn’t it your place as soon as 
the question was raised, seeing that 
you were a director and President of 
this other company to see that that 
money was taken out at once? A. 
—No, I don’t think so. 


Q.—You think that it was not due 
to yourself to see that money that 
was deposited with the company of 
which you were President should 
not remain there if anyone of your 
directors was opposed to it? A.— 
No, I think it was due to myself to 
see that it was in a safe place and I 
think I made a mistake when I let 
them take part of it out and put in 
where they did. 

Q.—Why? ‘A.—Because they 
wouldn’t have lost it. Those that 
took the money out made a worse 
investment than where I had it. 


Q.—The fact that they made a 
choice of fire insurance stock does not 
affect the question because they pro- 
bably should not have invested in 
that either. A.—Yes, but if I took 
your view of it and let other directors 
do what they thought was right, 


then I would not be doing my duty at. 


all. I would be letting other people’s 
opinions control my views altogether. 


Q.—But you should not let the Do- 
minion Savings control the North- 
ern Life. A.—I think the deposit 
with the Dominion Savings was a 
good thing for the Northern Life, I 
think it was a good investment. 

Q.—Supposing that misfortune had 
overtaken the Dominion Savings, it 
‘would not have been the first time 
in the history of the world that mis- 
fortune overtook a company. A.— 
There has been only one loan com- 
pany, properly so-called, ever failed 
in Canada. That is right, isn’t it, 
Mr. Langmuir? I think that was the 
Farmers in Toronto. That is the 
only properly so called loan company. 
The others invest in stocks. 

MR. LANGMUIR: We paid = 85 
cents on the dollar there. A.—Then 
it was not a bad failure. I did not 
know that you were a director, sir. 
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MR. LANGMUIR: I was not a 
director; I was liquidator. 

MR. TILLEY ethos tecnusieieie 
danger comes when you least expect 
it. If anything had happened in 
that case where you were taking the 
position that the money should be 
left, you being the President and 
other directors thinking differently, 
don’t you think you would have had 
hard work justifying your position 
with the public and shareholders and 
policyholders of the Northern Life? 
A.—But there was not such a possibil- 
ity. 

Q.—Because it did not happen? A. 
—No, but it could not have happened. 


Q.—That is the idea that brings 
trouble very often. A.—No, I don’t. 
say that. I think if you © stick to 
conservative investments in  mort- 
gages it would be almost impossible for 
a company with a million of capital 
and a little over two millions. of 
mortgages, to lose the halfgof its in- 
vestments. 

Q.—Other institutions were paying 
the same rate? A.—They reduced it 
to 3%. There were two or three ‘years 
there when you could not get inter- 
est on a deposit in a bank at all. 
There was one year we had quite a 
large deposit in the Bank of Toronto 
and we couldn’t let it out in mort- 
gages and they would not give a copper 
of interest on it in the bank. We 
took part of it to the Molson’s and 
only got interest there for a _ short 
time. You have to take each year 
by itself. It is not just to take 
times as they are now. We have all 
changed our opinions. 

Q.—You have not changed your 
opinion about the Dominion Savings? 
A.—I have no cause to. It has been 
confirmed. It has been getting better. 
all the time. 

Q.—Partly due to its ability to 
get money from the Northern Life on 
special deposit. A.—That is one cir- 
cumstance. 

Q.—That is the advantage of hav- 
ing directors common to two insti- 
tutions? A.—And the safety. One of 
the best men in Toronto told me he 
believed the safety of their financial 
institutions largely depended upon the 
fact that there was scarcely a finan- 
cial institution in Toronto that they 
had not somebody connected with it 
and ‘that that wag the reason why 
they were such a sound institntion 
as they are. And further than that, 
if you will allow me a moment, I 
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think if you take Mr. lLangmuir’s 
company, they have got representa- 
tive men from all the financial insti- 
tutions on their Board. I think it 
is a first rate idea and the _ right 
thing. 

Q.—That is a different matter. A. 
—Still it is in the same line. 

Q.—Can you say whether any time 
since ’96 the Dominion Savings 
asked the Northern Life for a larger 
deposit? A.—No, they never did. 

Q.—For some special purpose of its 
own? A.—No, they never did. 

Q.—Did the Dominion Savings at 
any time not desire more money for 
a particular purpose, let the Northern 
Life know that and then receive the 
money? A.—No, they never did. 

Q.—Did the Northern Life ever 
dispose of any of its securities in 
order to deposit money in the Do- 
minion Savings? A -—No, the Do- 
minion Savings Society never played 
the Northern Life for 5 cents in any 
way, never took advantage of its posi- 
tion. There has never been a minute 
that the Bank of Toronto would not 
give us all the money we wanted in 
the Dominion Savings. 

Q.—Now, about this stock that was 
unpaid, what was done with it? A. 
—It was cancelled and I think trans- 
ferred to me. 


Q.—You could not do both, could 
you, cancel it and transfer it to you, 
both. A.—I think some of them 
transferred it instead of cancelling 
it. What was cancelled was not 
transferred, no, that is right. 

Q.—How much was transferred — to 
youP A.—I couldn’t tell you the 
amount. Mr. Milne can tell you. 
What I am confounding is this, there 
were some who did not pay and we 
took a transfer of the stock before it 
was cancelled. That was it. I cannot 
say the amount. I think ‘it was sixty 
or seventy thousand dollars. What 
was cancelled, but some was. trans- 
ferred before that. 

Q.—While that is being looked up, 
I see that at one time your deposits 
were $114,383.29 and later on exactly 
the same. A.—Yes. 

Q.—It seems to me the company 
was always carrying a large amount 
in what you might call, ready cash. 
A.—They always carried a_ good 
balance, but then it was not idle. 

Q.—Other companies seem to think 
it is a virtue to keep the cash account 
a little overdrawn. -. A.—Well, I 
don’t agree with them. I think it 
is better to keep something on hand 
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to be ready for a good investment if 
you get it. 

Q.—Like C.P.R.? A.—yYes, I sup- 
pose. 


MR. MILNE. 867 were transferred 
to Mr. Purdom. (Mr. Milne answers.) 
179 transferred to Mr. Purdom, in 
trust. 

Q.—Tell me from your records how 
much stock Mr. Purdom transferred 
to other directors? A.—There were 
867 shares transferred divided up. 

Q—.And he kept 179? A.—Yes, 

Q.—The 179 stand in his name in 
trust? A.—Yes. 

Q.—What is the meaning of “in 
trust?’? A.—They didn’t want to 
touch the stock. It was simply there 
to be disposed of for the company. 

Q.—What is the reason for trans- 
ferring 86 shares to each director? A. 
—The reason of that was, there was 
a large amount of Mr. Purdom’s in 
trust, and there was an attempt 
made to buy up the company. So 
that stock was transferred to the com- 
pany to save outsiders from buying 
up the stock. 

Q.—In the first place, Mr. Purdom, 
the stock was transferred by share- 
holders who had not paid, to you. 


(MR. PURDOM answers). A.— 
That was it. 

Q.—Had there been a dollar paid on 
any of that stock? A.—wNo. 

Q.—It was entirely unpaid stock? 
A.—Entirely unpaid. 

Q.—Under your by laws and Act no 
person could vote on that stock? A. 
—You could not vote on it. 

Q.—How many shares would that 
represent in all, Mr. Milne? A.— 
$86,700, I think. 867 shares, I think. 

Q.—What was the reason. that 
prompted you to get that in? 

(MR. PURDOM answers.) <A.— 
Well, it had not been paid up and 
we just had it transferred over. We 
didn’t want to have to sue anybody 
on a call. We didn’t require to do 
that and we thought it was better 
that the stock should be transferred 
over in order to clean the slate up, 
that was the only object. 

Q.—The company needed the mon- 
ey, I suppose? It would have been 
better for the company because I 
see you were trying to sell the stock? 
A.—No, we could get it easier than 
suing people, we didn’t want to sue 
and never did. : 

Q.—At any rate that was trans- 
ferred to you? A.—Yes. y 
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Q.—Was there any desire to vote 
on that stock? A.—No, there never 
has been a vote. 

Q.—I thought Mr. Milne said there 
was some desire to vote on it? A.— 
No, he said there was parties wanted 
to buy the company up. That is a 
different thing. 

Q.—Buy the company up in what 
way? A.—Whenever a company be- 
gins to succeed some outsider wants 
it. If it is a failure they don’t want 
it. If a company begins to succeed 
then someone wants to buy it, they 
want to get the advantage of your 
work we wanted to prevent anybody 
from doing anything of that kind. 
Therefore the stock was transferred 
and each of the directors assumed a 
certain proportion of it and made it 
subject to call. 

Q.—They assumed that personally? 
A.—Yes. 

Q.—That was at what date? A.—I 
don’t know the date. 

Q.—I see it was transferred to the 
individual directors on February 2nd, 
1903. 

MR. MILNE: That is right. 

Q.—Then it becomes subject to 
eall? 

MR. PURDOM: A.—Yes. 

Q.—Have any of the directors paid 
the call? A.—No. 

Q.—Why not? A.—We don’t want 
the money. 


MR. MILNE: The call has not 
been made. 

Q.—Oh yes, the shares were issued 
subject to a call of 10 per cent. 

MR. MILNE: Practically I don’t 
think there was ever a call made. It 
is assumed that they might pay 10 
per cent. and they did pay it, but 
there is no record in the books of a 
direct call made, only on the stock 
that we cancelled. Mr. Wilson calls 
my attention to the fact that the 
premium on that stock has been paid 
by some of the directors. 

Q.—By virtue of what arrange- 
ment? A.—By virtue of this by law. 

Q.—Under this printed by law? A. 
Yes. 

Q.—Then that stock was got in a 
couple of years before this by law was 
passed ? 

(MR. PURDOM § answers). A.— 
Yes, quite a while before. 

Q.—You produce a by law that has 
been finally passed as a by law of 
the company? A.—Yes. 

Q.—It is regarded as a by law? A. 
—Yes. 
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Q.—Who prepared this by law? A. 
—I think it was prepared by Mr. 
Milne between them and also the 
Committee, it was gone over’ very 
carefully by the Committee and dis- 
cussed and rediscussed. 

Q.—What object had the Committee 
in passing the by-law, what  condi- 
tion existed that made the Com- 
mittee think it would be better to 
have a by law? A.—The preamble 
shows that. 


Q.—And does that set it out truly? 
A.—Yes, that is the correct reason 
for the by law. We _ wanted to de- 
clare what would be an equitable. 
thing to do under the circumstances. 


(The by law is filed as Exhibit 312.) 


MR. LANGMUIR: You did not 
get uniformity in that way. A.— 
Well, we expect to be able to pay a 
dividend next year and we want to 
know what is right and just. Some 
of the shareholders who have paid 
up in full are wanting to know what 
difference they are going to get and 
some of the unpaid thought’ they’ 
were not entitled to any. 


MR. KENT: I suppose some of 
those who have paid only 10. per 
cent. thought that if the others 
chose to pay more, that was their 
affair and they could not expect any 
greater dividend. A.—That is just 
it, Mr. Kent, they did it of their 


-own motion and have to take the 


consequences. ; 

MR. LANGMUIR: If there was 
any very serious impairment of the 
capital in the future, then those who 
have paid up are exempt from call of 
course? A.—Exactly. 


Q.—Do you think that is a wise 
thing? A.—There is that difficulty in 
the future, and if there has to be a 
call in the future I don’t think we 
can call except that part, I don’t think 
we could compel any subscriber to pay 
this 25 per cent. that we are now giv- 
ing them the option to pay. 

MR. TILLEY: Unless you get some 
Statute like the London Life? A.— 
Yes, exactly, unless you get statutory 
powers, we would have to go to the 
House of Commons and get power. 

Q.—My idea would be that» you 
could not compel payment of a pre- 
mium on stock? A.—No, I don’t 
think so. 

Q.—The only way to do it would be 
to get some statutory power, or prob- 
ably as the Excelsior did, get them 
all unanimous? A.—Well, you might 
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do that, but it would be a difficult 
thing to do with the large list we have 
got. 
: Q.—The Excelsior seemed to carry 
it through? A.—Possibly it could be 
done. 

Q.—But the more shareholders, .and 
probably the smaller amount of each 
shareholder’s interest, the greater the 
trouble? A.—yYes, there is something 
in that. 

Q.—Then provision one of this by- 
law is: (Reads from Exhibit 312.) 
Have any of the shareholders paid un- 
der that? A.—Yes, Mr. Milne can 
tell you the amount that has been re- 
ceived. 

Q.—Would you tell us what amount 
has been received under that, Mr. 
Milne? 

MR. MILNE: I think we have 
somewhere in the neighborhood of 
$15,000 to $16,000 paid of premium. 
They have all decided not to pay their 
stock until towards the end of the 
year because no interest will be al- 
lowed and they will pay that just be- 
fore the interest comes into effect, 
but they have to pay the premium 
now, according to the by-law. 


Q.—Then they are paying the pre- 
mium without paying anything on the 
stock at all? (Mr. Milne answers.) 
A.—No, because they would not be 
allowed any interest on the stock un- 
til after the dividend will be declared 
about the first of next year, perhaps. 

Q.—Then these shareholders are pay- 
ing in 25 per cent. on their stock by 
way of premium? A.—Yes. 

Q.—And they are paying it in on 
a basis of getting interest on it? 
A.—No, they get no interest on the 
premium. 

Q.—But they have not paid any- 
thing on their capital? A.—No. 

Q.—Other shareholders have _al- 
ready paid 10 per cent. on their capi- 
‘RtalPa ALLY es, ) 

Q.—And they are not getting divi- 
dends? <A.—They are not. We ex- 
pect to get dividends next year and 
the dividends will be declared on the 
next year’s funds and these men that 
are paying in their premium will pay 
in before the end of the year to place 
their stock in a position to give divi- 
dends along with the rest. 

Q.—Then do you think, Mr. Pur- 
dom, that a company has a right to 
take from a shareholder premium on 
his stock when he has not paid anv- 
thing on his stock at all? A.—Well, 
it would be just like an original sub- 
scription. They are doing that all 
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the time. That was the way I un- 
derstood the Imperial did. Took 25 
per cent, ' 

Q.—But it made a call on the capi- 
tal and a call on the premium. (Mr. 
Purdom continues to answer.) A.— 
I suppose that is a matter of discre- 
tion. 

Q.—You seem to have put it in the 
position that there is no call made 
on your stock at all? A.—yYes, that 
is the stand we are taking. 

Q.—And yet you have forfeited a 
part? A.—They made a call on that 
particular part. . 


Q.—Can you make a call on a par- 
ticular block of stock? A.—The rest 
was paid. Everybody else has paid 
their ten per cent. 

Q.—Has a call been made on this 
stock that was transferred to you? A. 
—No, not that I know of. 

Q.—Has anything been paid on it? 
A.—No. 

.Q—Then how can a call be made 
on some unpaid stock in the company 
and not on all? How can you make 
a call on stock I hold and not on stock 
you hold? A.—They gave these parties 
a certain length of time to pay this 
10 per cent., but I don’t know that 
it covered any more than those par- 
ticular shares. 


Q.—Was there any by-law relating 
to that call? A.—I have forgotten. 
Do you remember? 

MR. MILNE: No. 

Q.—Then the proceedings to for- 
feit that stock might be quite inval- 
id? A.—It might be. 

MR. MILNE: The stock that was 
forfeited, there was a call made and 
they were notified of it. 

MR. PURDOM: But the point Mr. 
Tilley raises is that a call cannot be 
made on part unless a call was made 
on all the shares issued and nothing 


paid. 

MR. WILSON: There was nothing 
cancelled except by consent. Nothing 
involuntarily cancelled. 

MR. TILLEY: It might not be pro- 
perly cancelled, even then? A.—That 
is right. 

Q.—Then the second provision of 
this by-law reads in this way: (Reads 
2nd para. of Exhibit 312.) Do you 
consider that valid? Ai—Well, we 
went over it all and thought that 
that was the best way to do.’ 

Q.—What do you think about the 
validity of that? A.—I think it is 
debateable. 
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Q.—With the chances which way? 
A.—Well, I don’t know. I should 
think the chances would be in favor 
of it being held valid. 

Q.—On what ground would you put 
that? A.—Because it is for the bene- 
fit of all parties concerned, and be- 
cause if a man wishes to relieve him- 
self of that stock there would be no 
difficulty in re-issuing it. 

Q.—Do you think the company can 
take a transfer of its own unpaid 
stock from a shareholder and relieve 
him from liability and resell that 
stock? A.—I think they could if 
there was no loss to the company, 
but if there was a loss to the com- 
pany there would be probably a di- 
rectors’ liability. 

MR. LANGMUIR: Is it held in 
trust? A.—Held in trust for the com- 
pany and with the intention of sell- 
ing it at a profit for the company. 


MR. TILLEY: The object of that 
clause is that I can go to the company 
and if I have paid 10 per cent. on 
10 shares the company is authorized 
or it is attempted to give it authority 
under this by-law to give me one paid- 
up share for all I have paid in and 
tale off my hands the other nine, and 
treat that as unpaid stock and have 
that transferred to a trustee for the 
Oey and then the company, resell 

, if it can. 


nae LANGMUIR: That is a unique 


provision? A.—It is quite practical. 


MR. MILNE: We are selling some 


at, 125. 

MR. TILLEY: Then No. 3. (Reads 
para. 3 of Exhibit 312.) Is this a by- 
law enacting something or an argu- 
ment? A.—It is giving the reasons 
and then the conclusion so that there 
need be no doubt about it. 

Q.—That is rather an odd by-law, 
is it not, Mr. Purdom? A.—Yes, it is. 
I think it is new. 

Q.—It is not copyrighted? A.—No, 
it ought to be. We will give you the 
privilege. 

Q.—Shortly, what is the idea of 
that clause? A.—To equalize’ between 
the 10 per cent. man and the man who 
paid up 100 cents. It was felt that 
a man who paid in $100 on $1,000 of 
stock ought not to get a dividend to 
the same extent as the man who paid 
$1,000 on $1,000 of stock. In other 
words we have had $900 that we had 
the use of all these years and it was 
felt to be unfair to take the use of 
that man’s money during these 8 years 


and not allow him at Jeast what would . 


be equivalent to Savings Bank inter- 
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est for it, and it was for the purpose 
of equalizing the two conditions. You 
take a man who pays in only $100 
on $1,000. He has not been as much 
good to the company as the man who 
paid in $1,000: and on the other hand 
a man who paid in $1,000 in full on 
a $1,000 subscription was not quite 
as ood as the man who paid $1,000 
on a $10,000 subscription. 


Q.—Why? A.—Because you have 
the benefit of the man’s subscription 
and his liability to call, if at any time 
our capital had been impaired, all 
those who had only paid in ten per 
cent. we would have made a second 
call on and made them pay 20 per 
cent If ic had wiped out the 10 per 
cent. of the capital we would have 
made a second call. 

Q—You think those shareholders 
who held unpaid stock should receive 
some compensation for the liability 
they were under in respect of that 
stock? A.—I think they ought. 

Q.—Is not that a dangerous prin- 
ciple to apply, that a person who will 
subscribe for and hold unpaid stock 
should receive some compensation for 
that? <A,.—Well, I don’t know. Of 
course there are so many strange 
things done. There is a case there in 
8 Appeal that shows that in England 
they paid according to the shares held 
by each and disregarded the amount 
paid up, but, of course, it was under 
the Articles of Association and I did 
not think that case applied here at all, 
and I thought it would be a_shock- 
ing injustice to apply it. If a man 
pays only 1/10th of what another pays 
he should not be entitled to the same 
dividend. But that is the position of 
the House of Lords under the cir- 
cumstances of that case and under 
their Articles of Copartnership. 


Q.—That would depend on _ the 
Articles of Association or the Charter 
or ActP A.—Yes. 

Q.—You come under the Companies 
Clauses Act? A.—Yes. 

Q.—And section 13 of that simply 
provides that the directors may pass 
by-laws for the purpose of declara- 
tion and payment of dividends? A.— 
That is all. 

Q.—It does not say whether that is 
to be on paid up stock? A.—No, it 
does not provide for a case of this 
kind at all. In the case of loan com- 
pantes it has been disregarded be- 
cause in: loan companies they gener- 
ally pay dividends from the begin- 
ning, and it was ‘quite common to 
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have unequal amounts paid on stock 
and the dividends were always declared 
on the money paid in, when the man 
who had not paid in his money in 
full frequently made money out of 
nothing; he held it until the stock 
went up and then sold it at a pre- 
mium and never had any investment 
for any length of time at all. 

Q.—I will read this last Clause 5 
of Exhibit 312. (Reads.) I should 
think a man would be almost afraid 
to buy this stock? A.—Why? 

Q.—He could never get through this 
by-law and understand exactly where 
he wasP A.—That depends on his 
ability. 

Q.—(Reads para- 6 of Exhibit 312.) 
Now that sets out what the directors 
thought was the fair thing to do un- 
der the circumstances which existed 
in this case?! A.—Yes. 


Q.—Is there anything else you 
would like to say about that? <A.— 
No, I don’t know that there is any- 
thing else. That was the ‘conclusion 
we came to after considering the mat- 
ter after months, or I might say years, 
and it was not the opinion of any 
single person. I might say when 1 
started at it that my opinion was 
very far from this, but after talking 
it over from all sides it was the re- 
sult of a great deal of discussion and 
compromise. JI gave way on some 
of my opinions and others gave way 
on some of theirs and this is the gen- 
eral result. It is not the opinion of 
anybody as it stands. 

Q.—I guess the proportion of giving 
way was in your favor? A.—No, the 
other way. I gave way more than I 
got. I have done all along in the 
management of this company. 


Q.—When you refer to the several 
years this has been considered, you are 
referring to the serious discussion 
that has taken place regarding the 
impairment of the capital of the com- 
pany? A.—Partly that and to the 
inequality that has existed between 
the paid up shareholders. It did not 
occur to me that the shareholders 
would be 10 years without a dividend 
when we started. If it had only been 
a year or two there would be no seri- 
ous difficulty about it, but where it 
comes to be 10 years, then I think 
some provision should be made for it. 

Q.—This bv-law then is aimed at 
making a division amongst the present 
shareholders of the company that will 
make them equal in the result now? 
A.—As nearly equitable as we can de- 
vise. 
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Q.—The result of passing a by-law 
now to carry out that intention has 
the effect of discriminating between 
the shareholders that are there, does 
it not? Is it not of the essence of 
a by-law that if it declares a divi- 
dend on this stock it shall pay a divi- 
cend on all the stock and to all the 
shareholders? A.—That is supposed 
to be the rule, but there is no rule 
laid down by the Statute. 


Q.—You think by dealing differently 
with different classes of shareholders 
you are bringing a result of equality 
between them? A.—That is the ob- 
ject. 

Q.—And I suppose further discus- 
sion of that does not advance it any; 
if that is within your power you have 
attempted to do it? A.—That is the 
whole point. If we had that power 
we have done it, and if we have not, 
we have not. The by-law would not be 
good. All we claim is that we tried 
to do the best we could. 

Q.—You say the motive is right re- 
gardless of the validity or invalidity 
of it? A.—Yes. 


Q.—What is the object of making 
it to the advantage of the shareholders 
to pay premium on their stock now 
that you have come to the turning 
point and you say this year you hope 
to wipe out the impairment entirely? 
A.—That sum Mr. Milne named, be- 
tween $15,000 and, $16,000, is already 
received. Now if there had not been 
any Commission to investigate com- 
panies we probably would have had 
$95.000 by now. We were only im- 
paired $21,000 at the end of the year; 
suppose we take the $15.000 or $16,- 
000 with what we will get in the course 
of events in the business of the com- 
pany in this year and add it up to 
the present time, the chances are we 
are more than $21,000 ahead, so that 
I would say, taking that by-law into 
consideration and the sums received 
through it that at the present mo- 
ment they are out of impairment; 
that would be mv way of looking at 
it. And that by-law was passed upon 
the assumption that our business was 
self-sustaining now. Now, that is the 
point that I think is important to 
bear in my mind and that I think 
worth mentioning to the Commission. 
T think that is when the company 1s 
actually out of impairment, when its 
business is self-sustaining; apart 
from capital altogether, if a com- 
pany has to come back to its share- 
holders to get capital to meet losses, 


1576 ROYAL COMMISSION ON 


“60th day, London, June 29, 1906. 


even if it does not show impairment, 
then it actually is impaired. 

Q.—The question is whether a com- 
pany is picking up or going ahead? 
A.—Yes, the real point is, are they 
self-sustaining? Not, does their 
statement show an impairment, but 
are they doing business, so that in that 
particular year there is more profit 
than loss. 

Q.—If you are in that position 
now you knew you-were coming to 
that position, six months ago? A.— 
Yes. 

Q.—A year agoP A.—Yes. 

Q.—Then why allow shareholders to 
pay any premium if your company is 
in that position? A.—Because we 
would reach it a year or two quicker 
and they will get dividends a year or 
two quicker. 

Q.—But you are putting in a fund 
there which is going to cost the poli- 
cyholders something? A.—Not much. 
Something that they are willing to pay. 
It is optional with them. No, not 
policyholders; I am wrong; I don’t 
know where it will cost the policyhold- 
ers anything. 


Q.—You think working it out under 
this by-law will not take anything 
from the pocket of the policyholder 
to the pocket of the shareholder more 
than it otherwise would? A.—No, I 
think it is a benefit. It strengthens 
his position as well as the sharehold- 
er’s, and strengthens the company, 
makes more money to earn and th 
money that is put in as premium 
earns money for the policyholder and 
does not cost him a cent. 


Q.—It makes a. larger fund but I 
don’t know that that is a very im- 
portant matter to discuss in your com- 
pany, because everything is left to your 
directors, as to what the policyhold- 
ers shall get? A.—There is no defi- 
nite rule, but I think 90 per cent 
in the Act, that is participating polli- 
cies. 

Q.—The Act does not say that quite. 
When you set aside a certain amount 
for dividend, 90 per cent. of that must 
go to policyholders, but it does not 
say, you must set aside more than $10 
for profits? A.—It is discretionary 
how much they will set apart. 

MR. KENT: I was wondering all 
through why those shareholders paid 
up their money in excess of the call. 
I suppose the reason was they calcu- 
lated that in a year or two they would 
be getting dividends?  A.—They ex- 
pected to get dividends sooner, bu 
they got rid ofthe liability.: itis ' 
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Q.—They got rid of their money, 
which was bothering them? Ant 
know one man told me he never would 
subscribe to bank stock, on account 
of the double liability, and I know cer- 
tain of these subscribers paid up so 
as not to have an unpaid liability. 

Q.—If they wanted to go fishing, 
their stock was paid up and they 
would not be bothered with a call 
in their absence? A.—That 1s 11, and 
they would not have to wait for a 
dividend 10 years, they expected. 

Q.—At that time it was not. cus- 
tomary for the insurance companies 
to wait 10 years? §A.—No, but the 
Federal Life paid one dividend and 
then didn’t pay another for a long 
time. 

Q.—They strained themselves in the 
effort? A.—Yes, they paid-too soon. 

MR. TILLEY: Can you tell me 
what shareholders are availing them- 
selves of this? A.—Mr. :Milne will 
give you that. 

Q.—Then as to the propriety of re- 
stricting or widening or’ maintaining 
at the same standard the investment 
powers of companies. What are your 
views? A.—I am in favor of en- 
larging the powers of investment by 
insurance companies. 


Q.—Would you curtail the present 
Act in any respect or in any particu- 
lar? A.—No, there is nothing in the, 
present Act I would take out, but I 
would give greater powers. 


Q.—You would take out the fire in- 
surance companies? A.—TI don’t know 
that I would. As far as I am con- 
cerned I won’t make that mistake 
again. 

Q.—Because you have got that spe- 
cial experience; are you waiting for 
the other insurance companies to get 
that? A.—They won’t need it; they 
can use ours. I don’t think it is ne. 
cessary. A fire insurance company 
may run on for years and pay a 
splendid dividend. The Western for a 
long time stood very high. These are 
unforeseen things; the Baltimore fire, 
then Toronto, and then San Francis- 
co. I don’t think the men at the head 
of affairs are to blame. 

Q.—Then what extension do you 
think would be right? A.—I would 
give good wide powers. I think it is 
perfectly absurd that we cannot invest 
in C.P.R. and we can invest in the 
stock of a trolley company. I think 
that is inconsistent. 

Q.—You think there should not be 
a difference betwen steam and electric 
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railways? A.—No. Then there are 
a great many industrial stocks that 
would be perfectly good. I think leave 
it to the discretion of the directors, 
is as good a rule as can be laid down. 

Q.—Throw it wide open? A.—Yes, 
leave it to their discretion, very wide 
powers are given to banks. 

Q.—There is a difference between 
banks and insurance companies. <A 
person dealing with a bank can ascer- 
tain the financial position of the bank 
at any time and if he is not satis- 
fied with the management he can go 
to another bank, but the policyholder 
in an insurance company cannot 
change. A.—I am speaking of the 
power of a bank to invest. 

Q.—That is what I am referring 
to. If I am dealing with a bank 
and I am not satisfied with the man- 
agement I can leave. 
a wide open door for investment it 
all depends on the management? A. 
—Exactly. 

Q.—If I am not satisfied with the 
management I can leave a bank and 
go to a bank where I oan satisfied 
with the management? A.—Quite 
right. 

Q.—But with an insurance company 
my payments are going in now and 
the benefit to be repaid 30 years 
from now? A.—That is right. 

Q.—In the interval a new manage- 
ment comes in and I say, I am not 
satisfied with the management, they 
are abusing their powers of invest- 
ment, but I cannot leave, there is 
the difference. A.—You cannot leave 
and yet, take where wide powers are 
given, take the powers of a_ bank, 
they are wide and they are largely 
the cause of the success of our banks. 

Q.—They are wide for another 
reason. A.—If they did not have 
wide powers they could not make the 
money they make. 

MR. LANGMUIR: You would give 
free trade in investments, as in Eng- 
land? A.—Yes. 

Q.—Don’t you think there is a dif- 
ference in conditions, that is England 
is more stable? A.—I think people 
in Canada have just as good level 
heads as in England. 


Q.—But I am asking whether in 
the light of the past, you see how 
much has been lost? A.—You see how 
much is lost in England, sir. 

Q.—Very little has been lost by in- 
surance companies. It is all very 
well to say, free trade as in Eng- 
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land, but my examination of the 
Board of Trade Reports shows that 
they are most conservative. A.—I 
think they are, and I think we are 
conservative in Canada. 


Q.—Very well, but Canada is just 
at this time progressing very rapidly 
and you may have to arrange for a 
reaction and some loss and for fur- 
ther calls. Insurance men are not 
prophets? A.—No, we are not 
prophets, there is one thing certain 
our foresight is not, as good as our 
hindsight. We can always tell better 
after the event. I believe in good 
free scope because I believe the di- 
rectors of companies are almost in- 
variably trying to do the very best 
they can. 


Q.—I believe that, but are not some 
trying to goa little LOO Fast rae L 
believe they are the hiyhest class of 
men in the community. And I believe 
the average director is away above 
the average member of Parliament, 
and I believe if this Commission in- 
vestigated any Department in the 
Government they would find more 
wrong than they will with the insur- 
ance companies. 


MR. KENT: Still, is it not a fact 
that amongst insurance managers, 
not to-day present, there are some 
at least that you would not like for 
commercial _bed-fellows? A.—Oh, 
there are men of that kind, and one 
has to have one’s eye teeth cut some- 
times to deal with them. But there 
is nothing perfect in the world. 


Q.—I have heard that opinion con- 
troverted. Some have gone so far as 
to lay down as an axiom that an 
insurance manager, and particularly 
an insurance director, must be an 
honest man, above reproach from the 
very fact that he is such a manager, 
president or director. A.—Oh, well, 
that is nonsense. 

Q.—Well, we have heard lots of 
nonsense during this investigation. 
A.—I don’t doubt that, but experi- 
ence is that among all classes of men 
there are some that are not good. 
Among our ministers there are some 
who are not good. But there is this 
to be said, that if you find a poli- 
tician who. is honest, he has been 
tried, he has been through the fire 
and proved to be honest. You could 
not get a more honest man than 
David Mills, who was President of 
this company, or Alexander Mac- 
Kenzie. 
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MR. TILLEY: If you just said 
Mr. Mills was President of the North- 
ern that would be sufficient? A.—- 
Yes. 

(Mr. Milne enters the witness box.) 

MR. TILLEY: Would you be good 
enough to have a statement made 
for us showing the condition of the 
deposits with the Dominion Savings 
during the time the accounts were 
there; whether special or general de- 
posits; just giving totals at say each 
quarter; not a full statement but a 
history of it at a three months’ per- 
iod? A.—Yes, I will do that. 


(Statement to be filed as Exhibit 
313.) 


Q.—Without reading over this spe- 
cial provision of this by-law, I would 
like your statement as Manager of 
the company as to the condition that 
existed at that time and why in your 
opinion it was a good by-law to pass? 
A.—Well, our company, I believe, is 
different from any other company I 
ever heard of. 


JUDGE MacTAVISH: And you can 
sav the same about the by-law; it is 
different from any other by-law that 
you ever saw? A.—Yes, I think with 
Mr. Tilley that the by-law ought to 
be copyrighted. When the people 
were allowed to pay different amounts 
it unequalized our stockholders and 
Mr. Mills and I talked the matter 
over many times before he died and 
he said, these men will have to be 
adjusted in some way. I got letters 
very frequently from men who had 
been led to believe when they sub- 
scribed for their stock that they 
would get their interest on their 
money any way and their profits later 
on. I believe that the man who sold 
the stock represented it in that. way. 
And a good deal of fault was found 
when they found. they got no interest 
on their money. J went down to Mon- 
treal and Quebec and saw a number of 
these men who had paid up their 
stock in full, and explained the mat- 
ter to them. 


MR. TILLEY: Don’t give us too 
much detail. A.—They said, we must 
be recompensed for this, and we 
thought morally they ought to be, be- 
cause they claimed that our represen- 
tative made that statement to them. 
Now then, I commenced to figure 
how we would adjust this and I 
thought it over a good many times 
and communicated with Mr. Purdom 
and talked with him and talked with 
Mr. Wilson, who took a very active 
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interest in it. Mr. Wilson suggested 
a by-law; I suggested a by-law and 
we met as a committee and discussed 
the matter several days and finally 
arrived at this as an equitable way 
to adjust it. 


Q.—Explain the feature of this as 
you appreciate it, that makes it 
equitable? A.—Some parties who had 
not paid their stock, when they saw 
we were getting in good shape, want- 
ed to pay their stock. We didn’t 
think it would be right for them to 
come in at the eleventh hour and 
pay up the balance of their stock 
and get a dividend on that money, the 
same as the man who had paid it 
in eight or nine years before, and we 
had a resolution on the minutes not 
allowing them to pay up any more 
stock unless at a debit or premium of 
some kind. This opened the way of giv- 
ing them the opportunity of paying for 
the stock at a premium and we thought 
this would satisfy those who had paid 
up in full. It would show them that 
we were considering them. 


Q.—Explain the scheme of the by- 
law, the practical feature of it, that 
is all I want to get? A.—It is all 
optional. If a man does not pay it 
his stock stands just as it is. He has 
the right to pay up the stock in full 
by paying 25 per cent. premium. He 
has that option up to a certain time. 


Q.—Assuming that he exercises that 
option, he would pay up the balance 
of his stock and pay the premium? 
A.—Yes. 


Q.—You have allowed him to pay 
the premium first without paying: any- 
thing on the stock? A.—Yes, the 
reason we did that would be that 
there would be no interest charged 
to the stock until after the Ist Jan- 
uary, and they wait until the last 
minute, probably. 


Q.—How many have availed them- 
Selves of that right, and who are they? 
A.—I can give you, perhaps not every 
one, but I kept a little memorandum 
of them as they happened to come in. 
There were probably forty or fifty. 

Q.—Take the directors? A.—Some 
have and some have not yet paid. Mr. 
Wilson has paid his premium and he 
is a very large sctockholder. 

Q.—But not paid his call? A.— 
He has not paid any on the stock, 
but intends to pay it before the end 
of the year, he says.: Mr. Davis has 
paid his premium and his premiums 
amount to a large sum. 
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Q:—If a shareholder did not care 
to exercise that option what other 
option had he? He had the option 
of having the unpaid portion of the 
stock cancelled and treating every- 
thing he had paid in ag payment in 
full? A.—Ilf we considered it advis- 
able; the only one has been a widow, 
perhaps, that they have money, but 
they cannot pay up, could not and 
never would and didn’t like the lia- 
bility. 

Q.—You know there is a question as 
to the validity of a by-law such as 
this? A.—It is quite debateable. 

Q.—Don’t you think you may be 
gettingthe company into more trouble 
than it was in when you passed the 
by-law by letting the people treat 
_ their stock in that way, or a by-law 
that may be determined to be _ in- 
valid? A.—I don’t think we will 
have any trouble. There were criti- 
cisms on both sides. A man who had 
paid up his stock in full condemued 
the by-law because he wasn’t getting 
enough. The ones who had not paid 
up their stock condemned the by-law 
because they could not pay up their 
stock without a premium. 

Q.—The by-law is the result of what 
might be described as careless treat- 
ment of the calls in the first place? 
A.—Yes, allowing some to pay and 
others not, 

Q.—And you are attempting? A.— 
To equalize the men. 

Q.—Attempting to get rid of the 
inequality that resulted inP A.— 
That is right. 

Q.—And you are doing that by 
what you regard as a doubtful means? 
A.—Well, it is for the best interest. 


Q.—But is it not regarded by the 
directors as doubtful with regard to 
validity? A.—Well, it is debateable 
by the directors themselves. Some 
think one way and some another. 

Q.—Are you not getting from the 
frying pan into the fireP A.—No, 
we will have no trouble. We sent 
one man all over to explain this by- 
law. I don’t think one man in ten 
would understand it at the first read- 
ing. 

Q.—No, nor at the second? A.— 
No, but it is going to do the company 
a great deal of good. 

Q.—Now there is a by-law in your 
company that no directors or officer 
of the company shall directly or in- 
directly borrow any money from the 
company? A.—Yes, 

Q.—What is the force of ‘“‘indi- 
rectly’? borrowing money from the com- 
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pany, how can he do it indirectly? 
A.—Well, that never practically oc- 
curred to me. There are none of 
them have borrowed money. 


Q.—Can he do it by being a director 
or President of another company and 
then helping the other company it 
they would like a good substantial de- 
posit, for instance? A.—Well, it 
never occurred to me in that light, 
as none of the directors have ever 
asked for any money. 


Q.—I see that there were a couple 
of call loans made, or loans on stock, 
I won’t say call loans? A.—Yes. 

Q.—Who were they made through? 
A.—One was made on some stock in - 
the bank of Montreal, through a 
party in Ottawa. 

Q.—Is he interested in the com- 
pany? A.—Oh no, a perfect stranger, 
it is a woman practically that has 
some stock, 

Q.—A fair margin? 
margin, 

Q.—The other loan was on whatr 
A.—A real estate man here that held 
$16,000 worth of stock in the Domin- 
ion Savings and used it in real estate 
transactions and we lent him $8,000 
on it. 

Q.—Was he connected with your 
company? A.—No. 

Q.—By business arrangements or in 
any other way? A.—No, he may 
occasionally bring us a loan on real 
estate but no other interest whatever. 


Q.—Didn’t you have a by-law that 
in case of dispute as to the practical 
application of any by-law, the con- 
struction put upon the by-laws by the 
Board shall be final and conclusive; 
has that been acted onP A.—Never 
to my knowledge. 

Q.—Do you know why it is put 
there? A.—I don‘t know. 

Q.—There is no history connected 
with that sectionP A.—It was put 
there at the time we framed the by- 
laws, to provide for some contingency 
that might occur, but there was never 
anything came up. 

Q.—Has any loan ever been made 
io any director of the companyP A.— 

O. 

Q.—Or any officer of the company? 
A.—No. 

Q.—Then I would like a statement 
as to what the impairment on your 
capital has been, what was it at the 
end of 1905? A.--Did T send you a 
statement of the impairments at dif- 
ferent years? 


A.—A_ good 
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Q.—I think you iid, but I have my 
figures reached in another way. 
don’t know how it agreed with 
what you stated about itP A— 
I can get it by a copy of these 
reports I sent you, my financial 
statements at the end of each year. 
We commenced in ’97; the impairment 
would be about $27,000 in ’99. 

Q.—I have it $21,825? A.—Well, 
perhaps that is right. In 1900 the 
impairment was $52,400 some odd. 
In 1902 the impairment was $59,096. 
In 1903 we commenced to reduce. In 
1903 the impairment was $53,000 odd. 
In 1904 our impairment was $38,000 
some odd. In 1905 it was $20,000 
some odd, nearly $21,000. Those are 
approximate figures. 

Q.—In the assets you have included 
in all your statements agents balances? 
A.—Yes, I have included them as an 
asset. They are an asset to a certain 
amount and in 1905 those agents bal- 
ances are only half the amount. I 
cut off what I thought would not be 
good. They might not all pan out, 
but they are a fair representation of 
what we would consider an asset. I 
have only told Mr. Blackadar that 
when we got out of the impairment 
of capital I would never count them, 
they would be just so much a head. 
A young company wants to get out 
of impairment as well as it can, for 
the sake of the field force. 

Q.—In some of the years there is 
a difference of $2,000 or $3,000 in my 
figures; that might be accounted for 
by agents balances that are debate- 
able items? A.—Yes. 

Q.—You think by the end of this 
year you will be rid of the impair- 
ment, principally by reason of the 
payment of premium under this by- 
law which you passed in December, 
1905? A.—Yes, I think we will have 
some surplus. I expected to get 
$25,000 out of that premium and I 
think I would have had it now only 
these investigations unsettle people a 
little bit. When we get through, if 
we can show a clean sheet they will 
go ahead. 

Q.—As early as February Ist, 1904, 
it was the idea of the President that 
you would get rid of the impairment 
and commence to pay dividends very 
soon? A.—Yes. 

Q.—So that ‘the by-law cannot be 
said to have been passed because of 
the impairment really? A.—No. 

Q.—It was more the inequality 
that existed between ‘the shareholders 
than the impairment of capital? A. 
—That was the main object. 
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Q.—I notice you have been trying 
to sell the Agee at a premium of 50 
per cent.? A.—We have not tried. 
We have just made that proposition 
in the by-law and one party in De- 
troit sent me a notice that they would 
take a portion of the stock. That 
would be the new issue. 

Q.—The resolution that releases 
stockholders and giving them paid 
up stock for what they had paid, the 
balance to be assigned to the Presi- 
dent, was I suppose, the resolution 
adopted to work out the scheme that 
this by-law suggests? A.—Just so. 

Q.—And it was by that resolution 
that Mr. Purdom got his stockP A. 
—Yes, some stock in trust. 


Q.—You had transactions with the 
Dominion Savings, of which Mr. Pur- 
dom is the President ? Have you had 
any financial transactions of any kind 
with other companies in which some 
of your directors are interested? A. 
—I cannot think of any. We had some’ 
small transactions at one time with 
the Union Trust Company in which 
I think Mr. Matthew Wilson was in- 
terested. 

Q.—Any other company than the 
Union Trust? A.—I don’t call any 
other to my mind just now. 

Q.—What transactions had you with 
the Union Trust? A.—We got some 
mortgages from them; they were to 
invest some moneys on mortgages in 
Manitoba and there were a few mort- 
gages put through and they were 
transferred from them to us. We 
had no right— 

Q.—Who made the arangement with 
the Union Trust Company on your 
side? A.—Mr. Matthew Wilson. 

Q.—Who made it on the Union 
Trust side? A.—I fancy he went to 
the Union Trust Company and made 
the arrangements. 

Q.—What connection has Mr. Mat- 
thew Wilson with the Union Trust 
Company? A.—One of the directors 
of it. 

Q.—On their investment committee, 
is heP A.—Yes. 

Q.—What arrangement was made 
and then we will find out how it was 
carried out, because the transaction 
is not explained on your minutes ex- 
cept that I see a reference to the 
settling up of the matter? A.—It 
was desirous that we should get some 
of this $75,000 of money that we had 
in the Dominion Savings, and Mr. 
Matthew Wilson thought the Union 
Trust Company, having all their ar- 
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rangements in the West, could put 
that money out to better advantage, 
and the resolution was prepared at 
our meeting of the directors, and Mr. 
Matthew Wilson, Mr. Long and my- 
self and Mr. Purdom were to nego- 
tiate in that way. 

Q.—Was that a resolution embodied 
in the formal minutes? A.—Y@s, I 
think so. q 

Q.—Ask someone to look it up be- 
cause I cannot find that myself. I 
do not say it is not there plainly. 
A.—It is in the minutes, that would 
be in 1902. It was a matter of some 
$13,500, that was all. 

Q.—That was to take some money 
from the Dominion Savings? A.— 
Yes. ; 

Q.—Because some of your directors 
thought so much money should not be 
there? A.—Yes, 

Q.—Was one of the directors who 
thought so much should not be there 
Mr. Wilson himself? A.—Yes. 

Q.—And who else? A.—Mr. Long. 

Q.—Had Mr. Long anything to do 
with the Union Trust? A.—Not that 
I know of. 

Q.—Any others? A.—No, not that 

,I know of. 

Q.—That idea prevailed after a 
time? A.—Well, the resolution was 
unanimous. 

Q.—Had there, previous to that, 
been any discussion between the di- 
rectors, some taking one view as to 
tha advisability? A.—Just at the 
time that resolution was brought up, 
that was all at the time it was sug- 
gested, only a matter of fifteen or 
twenty minutes. 

Q.—The idea was that the Union 
Trust Company would be able to place 
loans out in the West? A.—Yes. 

Q.—And that you would give them 
some money with which to make in- 
vestments? A.—Yes, 

Q.—Did you give the money to the 
Trust Company? A.—We gave them 

- money just as they put out the mort- 
gages. Sent them a cheque for their 
mortgage, that was assigned to us. 

Q.—Was it all paid at one time or 
as each mortgage was received? A. 
—No, it was not paid all at once; two 
or three times. 

Q.—Did they submit loans to you 
for your approval before they were 
assigned to you? A.—Yes, they sent 
the loan papers, the applications for 
the loans up to our solicitors. 

Q.—And then if you approved of 
them they went through on your ac- 
count? A.—Yes. 
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Q.—Did your solicitor pass, the 
title? A.—Yes, he had to before we 
could send the money, but he did it 
on the strength of their solicitors as 
well. 

Q.—Your solicitor was responsible 
for the passing? A.—To us, our 
solicitors were responsible. 

Q.—And was the application that 
was sent for the loan an original 
application signed by the mortgagor 
himself? A.—Yes, 

Q.—Having done that and the loan 
going through, you would send the 
money to the Union Trust Company? 
A.—Yes. 

Q.—And then was the mortgage tak- 
en in your name? A.—The mortgage 
was taken in the name of the Inde- 
pendent Order of Foresters. It ap- 


‘peared to be their money that. they 


had to lend out. 


Q.—Why was that done? <A.—dA+ 
the time the mortgage was made, it 
was taken in the name of the Inde- 
pendent Order of Foresters and then 
assigned to us. 

Q.—You were not dealing with the 
Saari ak Order of Foresters? A, 
—No. 

Q.—What had they to do with it? 
A.—Nothing, so far as we were con- 
cerned. It appears that when they 
transferred these loans to us, they 
had gone on with the negotiation with 
the Independent Order of Foresters 
and if we approved them they would 
transfer that mortgage to us. To 
save time, being so far away, they 
had gone on and completed it on their 
own strength, and if we didn’t take 
it, they would have the mortgage. 


Q.—Who was lending the money, 
the Union Trust or the Independent 
Order of Foresters, whose transac- 
tion was itr A.—The Union Trust 
Company were lending the money for 
the Independent Order of Foresters. 

Q.—The Union Trust Company was 
lending money for both you and the 
Independent Order of Foresters? A. 
—Yes. 


Q.—An application would be sub- 
mitted to you and while waiting for 
your approval the transaction would 
be carried on just the same? A.— 
Yes, and then assigned to us. 

Q.—And the mortgages were found 
to be in the name of the Independent 
Order of Foresters? A.—Yes. 

Q.—Was that a surprise to you? 
A.—No, because we had no license to 
lend money in Manitoba and we 
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couldn’t lend it directly without tak- 
ing out a license. Consequently it 
was loaned in the name of the Inde- 
pendent Order of Foresters and as- 
signed to us. 

(.—You say it was assigned to you? 
A.—Yes. 

Q.—Cannot you loan money there 
now? <A.—We have taken out a 
license since. 

MR. WILSON: This was pending 
the getting of the license. 


MR, TILLEY: That is set out here 
in the two resolutions. The first is 
a resolution on the 15th October, 
1902, whereby it was moved by Mr. 
Wilson, seconded by Mr. Calvert, that 
the First and Second Vice-Presidents 
and Mr. Wilson and the Managing 
Director, ascertain the best mode of 
investing in mortgages or stock at 
least $100,000 of the company’s capi- 
tal, and when such investments can 
be made that such committee have 
power to arrange for and make such 
investments or any agreement there- 
for. You apparently had about 
$100,000 at that time open for in- 
vestment. 

Q.—And I suppose you had had be- 
fore, except in so far as you treated 
the Dominion Savings deposit as an 
investment? A.—Yes. 

Q.—On December llth, 1902, the 
Manager reported that the majority 
of the loans selected by Mr. Wilson 
and Mr. Long had been taken by 
the Trust Company in the name of 
the I. O. F. and the sum of $138,000 
had been sent to Mr. Foster, the 
Manager of the Union Trust Com- 
pany. The Manager suggested that 
assignments be made to the Northern 
Life and the transactions completed 
.and that was done? A.—Yes. 


Q.—Have you had other transac- 
tions of a similar nature after that? 
A.—No. 

Q.—None at all? A.—WNo. 

Q.—And those loans were all satis- 
factory loans? A.—yYes. 

hie i losses on any of them? A. 
— Oo. 

Q.—The interest being paid prompt- 
ly? A.—Yes, fairly well. 

Q.—Now, I think we will take up 
the other branch of the case. What 
actuarial help have you in the office? 
A.—We haven’t any. 

Q.—Are you an actuary? <A.—No, 
I am not, but I do my own actuary 
work and submit anything to our con- 
sulting actuary, Mr. Fackler, of New 
York. 
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Q.—You have an arrangement with 
Mr. Fackler, the consulting actuary 
in New York, and then you compute 
matters as you think proper and you 
submit them to him before any defi- 
nite action is taken? A.—Just so, 
he approves of all our policies or 
anything of that kind. 

Q.—I notice that at a certain time 
Mr. Fackler or some actuary advised 
you as to the best way to obviate an 
impairment by having a sale or some 
transaction with a director ar some 
other friend and then repay out of 
future premiums and commissions. 
Do you remember that? A.—Yes, we 
discussed with Mr. Fackler the way 
to get rid of the impairment. 

Q.—Was it Mr. Packler suggested 
that? A.—Yes. 

Q.—And he drafted a sort of agree- 
ment for you to carry outP A.—Yes, 
I think I have Mr. Fackler’s letter. 

Q.—Would you let us see it? We 
will go on with something else while 
that is being looked up. You ap- 
pointed a Finance Committee? A.— 
We had a Finance Committee in the 
early part that was merged into an 
Executive Committee. 

Q.—And the Executive Committee 
now does all the work that that. 
Finance Committee did? A.—Yes. 

Q.—Does the Executive Committee 
deal with investments? A.—Yes. 

Q.—And does it keep regular min- 
utes? A.—Yes. 

Q.—Do you think insurance compa- 
nies should be required to keep their 
books in some more uniform way? 
A.—I think it would be well. Here 
is Mr. Fackler’s letter. 

Q.—Have your books been kept in 
such a way as lends itself readily to 
verification? A.—I think so. 

Q.—Do you think it would be welt 
that the Department should have the 
right to criticize modes of keeping 
books? A.—It would be quite right. 

Q.—And require different books. 
kept in a way that lends itself to their 
inspection? A.—Certainly, I think 
that is quite right. 

Q.—Then, Mr. Fackler’s letter of 
January 30th, 1903. This was the 
year in which the C. P. R. stock was 
bought? A.—Yes. 

Q.—But the C. P. R. stock was sold 
at a profit? A.—yYes. 

Q.—Some $400 or $600? A.—Yes. 

Q.—This letter is addressed to the 
directors of the Northern Life Insur- 
ance Company. (Read and filed as. 
Exhibit 314.) oa . 
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Q.—‘‘Impairment of capital is a 
handicap and suggests danger of in- 
solvency.’’- You realize that? A.— 


Certainly I do. 

Q.—I will put a copy of that in as 
an exhibit. Mr. Fackler says in that 
letter that he has already suggested 
ways to the directors how friends of 
the institution can assist in getting 
rid of the impairment? A.—Yes. 

Q.—What ways did he suggest? If 
that was by correspondence I would 
like the correspondence. A.—No, it 
was by conference. 

Q.—What was his idea? A.—To get 
someone interested in the company to 
advance the money towards helping 
out with the expenses to be recouped 
in the future by a small return of 
renewal commissions, and practically 
by renewal commissions, without cre- 
ating any liability directly to the 
company. 

Q@.—His idea was to take the ex- 
penditure out of the years in which 
the impairment was being created by 
a payment into the company and then 
spreading it over future years? A.— 
Spread it over future years. 

Q.—A scheme that is known in the 
insurance business? A.—He said it 
had been done by several companies 
in the United States. 

Q.—I think it has been done in 
Canada, as we have found out. Was 
that done? A.—That was done. 

Q.—Have you got the agreement 
that was entered into? A.—I think 
I have got some of those agreements. 
Here is the agreement complying with 
his draft. 

Q.—This is the agreement dated the 
28th day of August, 1903. Have you 
a copy of this? A.—There is a copy 
in the minutes, I think, of the draft. 

O= Novel think: not...) There i8..a 
short draft submitted by Mr. Fack- 
ler? A.—That is practically the same 
thing. . : 

Q.—This is the way it reads: 
(Agreement dated 28th August, 1903, 
between the Northern Life Insurance 
Company and Mr. John Ferguson 
read, and a copy filed as Exhibit 315.) 
Now that was an assignment to Mr. 
Ferguson of a commission in respect 
of future business which he was not 
eoing to earn in any other way ex- 
cept by paying this $10,000? A.— 
He was to be recouped that $10,000. 

Q.—Was the receipt of that money 
from Mr. Ferguson shown in your 
returns? A.—That money was placed 
to the credit of the different classes 
of expenses where it was intended to 
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be; a portion of it would go to com- 
mission and some to travelling ex- 
penses and so forth. 

Q.—That would be allotted to cer- 
tain accounts? A.—Certain accounts. 

Q.—Will you tell me what accounts 
that $10,000 was allotted to? A.—It 
was not all recived at once. 

Q.—Where is the account that 
shows it? A.—The 1903 cash book 
will show. 

Q.—I see there are dates written 
in pencil at the top of this; 12th 
July, 1905, has the same idea been 
used as in other years? A.—The 
same idea. ‘John Ferguson 1903 
commission $1,200; advertising $100.’ 

(J.—In the cash account for August, 
1903, you find a receipt, is it? A.— 
This is the income. 

Q.—Showing a receipt from John 
Ferguson of these sums which are ap- 
plied as stated, $1,200 to commis- 
sions. That is agents’ commissions? 
A.—Yes. 

Q.—$100 to advertising? A.—Yes. 

Q.—$360 to— A.—That is $300, 1 
think, to field supervision. $50 on 
account of postage. $150 on account 
of stationery. $150 medical fees, and 
rents $50. That makes $2,000. 

Q.—So that $2,000 was applied on 
that date in reduction of certain ex- 


penses? A.—Yes. 


Q.—So that your expenses for the 
year did not show as high as they 
really were? A.—Yes, 

Q.—When is the next payment? 
A.—In September, the same way. 

Q.—At the end of September, 1903, 
the following sums were credited to 
Mr. Ferguson and applied as stated? 
A.—No, Mr. Ferguson paid them on 
these accounts. 

Q.—Not credited to him but re- 
ceived from him? A.—Received from 
him. $1,150 on commissions; $350 on 
field supervision; $100 on stationery 
and printing; $150 on rents; $50 on 
advertising; $200 on: medical fees, 
Another $2,000 that should be. Then 
each month was the same way until 
we went through the $10,000. For five 
months from August to December. 

Q.—You divided those payments 
among the different items of your ex- 
pense account? A.—Yes, that is the 
way we did it. 

Q.—How did you show that in your 
annual return to the Government, did 
you show the receipt of that as in- 
come? A.—We showed the receipt of 
that money going to the credit of 
those accounts in our ledger, 
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MR. LANGMUIR: Did you show it 
as a liability? A.—No, it was not 
considered as a liability, only as a 
future liability, the same as an agent. 

Q.—It was a present liability? A. 
—The same as a renewal commission 
would be to an agent in future years. 


It just ranked the same way I think.’ 


MR. KENT: In the return to the 
Government it was shown as so much 
less expense than it really was? A. 
—It was less expense that year and 
would be a little more further on. 

MR. TILLEY: You 'reduced the 
items of expense by so much, you 


did not show that as income? A. 


-—No. 

Q.—And you did not show the Gov- 
ernment that you owed Mr. Ferguson 
these renewal commissions in the fu- 
ture? A.—No. 

Q.—And that was done? 
help out the impairment. 

Q.—To take $10,000 out of the ex- 
penses of that year and spread it over 
some future years? A.—Yes, that is 
it, to help us out of the impairment 
of capital. 

Q.—That was a transaction that 
was evolved for the purpose of mis- 
leading? A.—No, not for the purpose 
of misleading; it was evolved for the 
purpose of getting out of the tm- 
pairment of capital, It did not mis- 
lead anyone. 

Q.—Oh, yes; in the first, place you 
misled the Department at Ottawa? 
A.—No, we did not. 

Q.—Your return is supposed to 
show everything you received by way 
of income, and you did not show 
that money received from Mr. Fer- 
guson? A.—Well, our return won’t 
show every money received as income 
because we very frequently receive 
back commissions that we have ad- 
vanced to men and gone to the credit 
of commission account. 

Q.—But you do not pretend that 
under your return to the Government 
you are not presumed to state fairly 
what the expenses of your company 
are, what they amount to, and to 
show income received in such a way 
as you received this from Mr. Fergu- 
sonP A.—It would show our expen- 
ses as less than they actually were; 
spread out the expenses over two or 
three years. 

Q.—In that respect your return was 
not correct? A.—Well, we did not 
think it was necessary. 

Q.—But this is a sworn statement 
saying that your income is so much 
and expenditure so much? A.—Yes, 
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well our expenditure has been re- 
couped by so much. 

Q.—Your expenditure was the 
amount you showed, and more? A.— 
Our actual expenditure for that year 
was more. 

Q.—And your income was more? 
A.—Well, that balanced ‘it. 

Q.—The income was not balanced 
by this expense, but by the liability 
to Ferguson in future years, and that 
was not shown? «A.—That was not a 
present liability. 

Q.—It was a present liability pay- 
able in the future? A.—No, the 
agreement does not say so; it was a 
distinct understanding that he just 
bought those future renewal commis- 
sions 

Q.—He bought an asset of yours to 
come in hand at a future time? A. 
—We did not look at it in that light. 

Q.—Why did you go to an actuary 
to get him to work out such a scheme 
as that for youP A.—Well, we 
thought he was a man accustomed 
to all the— 

Q.—AIll the tricks of the trade? A. 
—All the vicissitudes of a life insur- 
ance company and it was evidently 
a serious handicap to the company 
to have an impairment. 

Q.—Had you ever put through that 
transaction before? A.—No. oa 

Q.—Have you done so since? A,— 
Only what we have done with Mr. 
Ferguson. 

Q.—Have you done it since with 
Mr. Ferguson? A.—Since that one 
transaction, yes. 

Q.—How many times? A.—It has 
been done right along, and he has 
being repaid back; he gets his cheque 
every month for the renewal commis- 
sions that come in. 

Q.—How much did Mr. Ferguson 
give you after that date? You have 
said there was $10,000, $2,000 a month 
for five monthsP A.—yYes. 

Q.—How much more has he given 
youP A.—Another $10,000 for the 
next five months. Altogether the Fer- 
guson account stood at the end of the 
year at about $39,000, but only pay- 
able on each $10,000 at 2 per cent. 
and no case to exceed 7 on future 
commissions and he has been paid back 
every month his proportion. 

Q.—You are not giving me the state 
of that transaction with the particu- 
larity that I require it. You say that 
he paid out $10,000 in 1903 and that 
was the first year he paid out any- 
thing? A.—yYes, 
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Q.—And at the end of 1903 there 
was $10,000 due Mr. Ferguson, pay- 
able out of future commissions? A. 
—That is correct. ! 

Q.—And that transaction was not 
a in your return at allP A.— 

oO. 

Q.—Then in ’04 was anything paid 
back to Mr. Ferguson? A.—Yes, we 
began to pay back in 1904 according 
to that contract 2 per cent. on re- 
newal commissions. 

Q.—And you paid him back how 
much? A.—I paid him back on that 
contract about $4,000 or $5,000. 

Q.—So that there is still about 
$5,000 due Mr. Ferguson? On that 
original contract? A.—Yes. 

O=- That isiCGontracts Nov: 1?) As 
Yes. 

Q.—Where is Contract No. 2? A.— 
They are all of the same kind. I 
have got them all here. Just $10,000 
at a time. 

Q.—You produce 5 more agree- 
ments, in the same wording exactly 
are they? A.—Very nearly so, ex- 
cept the last ones are only one per 
cent., he only gets one per cent., in 
order not to make the expenditure 
too large. 

Q.—These different contracts are 
dated 26th February, 1904, 19th 
August, 1904, 24th January, 1905, 
12th July, 1905, and 23rd February, 
1906. Were these agreements always 
shown in your minutes? A.—Yes, 
there was a resolution always to renew 
the arrangement with Mr. Ferguson, 
each time; voted by the Board of 
Directors. The matter was thorough- 
ly discussed’ by them and considered 
the best course in the interest of pol- 


icyholders and shareholders, to get 


out of impairment of capital as rapid- 
ly as possible. 

Q.—And if your company had not 
entered into this arrangement at a 
certain stage, it would have been in- 
solvent? A.—No sir. 

Q.—The whole capital would have 
been wiped out? A.—No sir, not by 
any means. Our impairment of capi- 
ta! would have heen probehlw ©50 N00. 

Q.—At what date? A.—Now; if we 
had never had a dollar. 

Q.—Your impairment now is about 
$20,000 and that is not taking into 
account agents advances and so on 
which, I think, fairly, would bring 
the impairment up to about $40,000 
at the end of last year? A.—Those 
Agents’ advances are good. 

Q.—But they are an unsafe asset 
tn be eorntine much onP A.— 
They will pan out all right. 
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Q.—If that is correct, if the im- 
pairment is about $40,000, you say 
there is now owing to Mr. Ferguson 
$30,000? A.—$30,000 odd. 

Q.—$30,000 and $40,000 would make 
$70,000? A.—Oh well, I don’t think 
you ought to take the agents’ advan- 
ces out. It was an asset. 

Q.—At the end of each of these 
agreements you entered into a new 
agreement, did you? A.—Yes. 

Q.—And he continued to advance 
$2,000 a month? A.—yYes, one year 
it was $1,500. We reduced it in 1904, 
we got $1,500 for one term, instead 
of $2,000. 

Q.—He wou!'d advance that amount 
each month and then you would re- 
pay him each month out of agents’ 
commissions? A.—Yes, and that was 
charged up as agents’ expenses. 

Q.—So that every month since that 
first agreement came to an end he has 
been paying in and you have been 
paying back? A.—Not every month, 
because each time was for five months. 

Q.—But that has been the way it 
was carried on? <A.—Yes. 

Q.—He would pay in to you and 
you would pay back to himP A,— 
Yes. 

Q.—The result of his paying in to 
you and you paying back to him 
would keep the expenditure just so 
much lower? A.—Just so much lower. 

Q.—And not show the source from 
which it was coming? A.—No. 

Q.—And at the present time there 
is about $30,000 owing to him? A.— 
Yes. 

Q:—And he is still doing it? A.— 
Well, this last one is not quite com- 
pleted. It will be just expiring now. 

Q.—And he igs still paying under 
the last one? A.—He did last month. 

Q.—Is the account higher now than 
it has been at any time, $30,000 you 
say it is now? A.—It is over $30,- 
000; it has gradually grown because 
we would not pay him back as much 
as he gave us, certainly not. 

Q.—How much more than $30,000, 
is it? A.—I think it is about $39,000 
the total. 

Q.—Almost $40,000 owing? <A.— 
Yes. 

Q.—And that is a liability that is 
not shown in your statement at all? 
A.—No, we did not treat it as a lia- 
bility at all. 

Q.—And these documents’ were 
drawn so that you would be relieved 
from having to treat that as a lia- 
biligy Po cAs—Y es", 4 . 
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Q.—That was the express object of 
it?) A.—Yes. 

Q.—To have a scheme whereby he 
would give you money now and get 
it back from you later on and you 
in the interval would have the asset 
without the liability? A.—There 
would be no object if we showed it as 
a liability, because we would still be 
impaired, 

Q.—Your object was to put through 
a transaction so that you could appear 
to have more assets than you really 
had by deferring the payment to him? 

MR. KENT: Im reality it is the 
purchase of an annuity; I cannot see 
it in any other way. 

MR. TILLEY: That is practically 
what it amounts to. 

MR. KENT: If the company is 
wound up this must be paid before 
the shareholders get anything. There- 
fore it is an annuity of a special kind. 


MR. TILLEY: Chargeable on the 
renewable commissions; chargeable on 
a special fund? A.—AIl our agents 
have a renewal commission that ex- 
tends right along regularly. We do 
not count their renewal commission, 
that they are entitled to in the future 
as a liability, and we created this 
the same way. We did not consider 
it a liability until the renewal] com- 
mission came in. Mr. Ferguson took 
his chances knowing it was pretty 
safe and sure that renewal commis- 
sions would come in. He took his 
chances that that would be payable 
out of the renewal commissions, be- 
cause they would come in, and we 
did not consider it a liability. 

Q.—If you took credit for renewal 
commissions you would have to show 
that liability to your agents? A.— 
Yes. 

Q.—The agents contract merely is 
to be paid his percentage out of those 
premiums; if the insured dies he 
does not get it; his bargain is con- 
ditional on the premium being paid 
on a particular policy; but this is not 
that at all; the whole premium income 
is pledged? A.—Only the renewal 
premium income. 

Q.—It is a transaction, just as we 
have had in the other case, for the 
purpose of deceiving the Department 
and the public and the policyholders, 
is it not? A.—We did no treat it 
in that light. : 

Q.—The Department does not know 
the facts, nor do your policyholders? 
A.—Well, perhaps not. 

Q.—Then is not the object of this 
return that the Government requires 
to be made that the Department and 
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the insuring public shall know the 
condition of the company, know what 
it is paying for expenses, know how 
it compares with other companies? 
A.—Well, some years our expenses 
show more than they properly are. 

Q.—Now they are showing a great 
deal less, intentionallyP A.—But 
here they show even more because we 
in the future get back agents’ bal- 
ances and apply it to the same ac- 
count. 

Q.—You subsequently pay Mr. Fer- 
guson and charge it to agents’ com- 
missions? A.—Charge it to the re- 
newal commissions. 

Q.—So that your renewal commis- 
sions in subsequent years show more 
than they should be, that is you have 
transferred your expenses of the year 
1904 to some other year? A.—Yes, a 
portion of it, but only a small portion. 


Q.—Then a person examining your 
returns and comparing your returns 
would. not know the fact that your 
expenses in 1904 were really larger 
and in 1907 or 1908 smaller? A.— 
They would not be very much larger 
because we are paying back. 

Q.—Here is Section 19 of the Act 
(Reads.) Nothing could be plainer 
than that? A.—I think we complied 
with that. 

Q.—You did not show your ex- 
penses for the year? A.—Because 
we got back a certain portion for ex- 
penses, 

Q.—You allotted a certain income 
against a certain expenditure and let 
it drop out of the books altogether ; 
that is not right? A.—I don’t see 
anything wrong in it. 

Q.—I think probabaly if you think 
it over, you will see it? A.—It didn’t 
occur to me that we were doing any- 
thing out of the way. 

Q.—I will put in, your’ honors, 
copies of these agreements. I think 
we had better have copies of them all, 
and then I would like a complete 
statement showing the application of 
all the monies received from Mr. Fer- 
guson, from month to month and the 
state of his account, from month to 
month? A.—I will do that. 

MR. KENT: If Mr. Milne will put 
himself in the position of an intend- 
ing policyholder, who is judging of 
the company, he is bound to assume 
that it is doing a good business and 
making money at the very time when 
the company is—I won’t say with in- 
tention—but still. as far as he is con- 
cerned, he is deceived; he thinks vour 
company is making money when it Is 
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not making it. It seems to me very 
clear from a policyholder’s standpoint 
that he would be deceived and I have 
no doubt a lot of your policyholders 
have been deceived by that method 
of treating your accounts? A.—Ex- 
cuseé me, our policyholders make 
money by this, because of the very 
fact of getting out of the impair- 
ment of capital, that has enabled us 
to write more business the last year 
than we ever did before and that in- 
creases the business and puts us on a 
good footing, 

MR. TILLEY: You may be doing 
something that is good for them, but 
you. are not doing it the way the 
law says it should be done? A.—The 
impairment of capital I look upon as 
an unjust imposition, a hardship that 
we had to overcome and we had no 
25 per cent. bonus on our stock to 
help us out like the others did that 
started. 

Q.—There is a great deal in what 
you say but when you were met with 
a difficulty, you should not have em- 
ployed your consulting actuary, I 
think, to give you means to _ get 
around the Act. A.—We did not em- 
ploy him; we asked him in the dis- 
cussion of our annual report and he 
suggested something of this kind and 
he said it had been done by numbers 
of other companies, and showed us 
right there. 

MR. KENT: Is not the sound com- 
mon sense of your Canadian directors 
sufficient to get over the difficulty 
and with much more satisfaction to 
everyone concerned? My conviction 
is that no company has a right to 
deceive its policyholders even to put 
money in the policyholder’s pocket. 
He has a right to know what is going 
on; if there is money for him he has 
the right to know where it is coming 
from. We have seen cases where a 
man has refused to accept money that 
he could put in his pocket. A.—No 
one got any benefit from this thing, 
not a dollar, but the company itself. 

Q.—It might have been a benefit to 
the policyholder on behalf of whom 
you are making this complaint; it is 
quite clear that your intentions were 
of the best, but there is a certain 
place that is paved with good inten- 
tions that we hear of very often. A. 
—It was very thoroughly discussed by 
us all and unanimously considered 
that it was in the best interests of the 
company, policyholders and everybody 
else. . 
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MR. TILLEY : Have there been any 
other discussions of that nature with 
the company? A.—No. 


Q.—No other arrangements made at 
all to in any way conceal the true 
state of affairs? A.—Well, we don’t 
think we were concealing. 

Q.—Let us assume that that is con- 
cealing; has there been any other, if 
that is concealing? A.—No, there is 
nothing. 

Q.—You seem to have several dis- 
puted claims in your company, com- 
promises? A.—We had two. 

Q.—Is that all? A‘:—That is all. 


Q.—What was the ground of objec- 
tion in those two? A.—They both 
were in Montreal. We insured a lady 
by the name of Wortelski for $6,000, 
if I remember properly, divided up 
in favor of different ones of her fam- 
ily. She died very shortly afterwards. 
We felt very well satisfied that false 
representations had been made to us 
in the securing of the policy. We set 
a detective to work and we found 
there were. But we considered that 
it would be, perhaps, difficult in that 
province to carry on a law suit and 
really make anything out of it and 
we compromised it, they compro- 
mised it. 

Q.—At what per cent.P A.—450 
per cent, 

Q.—What about the Finch case? 
A.—That was $1,000. 

Q.—Two policies for $1,000 each? 
A.—No, I think only $1,000. He was ' 
a drinking man and we didn’t know 
it. He went West and at Revel- 
stoke was shot in a brawl and his 
premium was past due, but the point 
was they had mailed the money just 
the day before the 30 days expired. 
It did not reach us until a week or 
ten days after and we had declared 
the policy void, we had marked it as 
lapsed. 

Q.—But you got the premium? A. 
—Yes, after the days had expired we 
marked it lapsed and we didn’t con- 
sider we were liable at all. 

Q.—How many years had the pol- 
icy been in force? A.—Only one. 
Only got one premium. 

Q.—No surrender value to it? A. 
—No. 

Q:—What did you do with that 
case? A.—Rather than fight it, we 
thought it might be held by the Court 
that the fact of them mailing the 
money the day before the 30 days ex- 
pired might be against us and that 
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was compromised at 50 cents. We 
have tried to keep clear of litigation 
in every case. 

Q.—What about the Gardiner case? 
A.—That was also compromised. We 
believed we were imposed on there. 

Q.—You tried to compromise that 
at 50 per cent.? A.—Yes. 


Q.—And you were sued? A.—TI for- 
get the proportion, but we compro- 
mised it; there is no doubt there were 
false representations made to us. 
Heart trouble; he dropped down dead 
the next day after. 

Q.—I suppose you give rebates in 
your company? A.—Well, I am very 
sorry to say we do. Not with my 
consent, but they do it. 

Q.—Over the counter? 
sir. 

Q.—Under the counter? A.—No, 
nor under the counter either. 

Q.—How does the man get it? A. 
—Through the agent. We tell the 
agent not to give it. 


Q.—Yes, that sounds well. A.— 
Rebating is one of the greatest curses 
we have got in the business. 

Q.—There is a unanimous opinion 
on that? A.—And I have _ been 
pressing that matter pretty strongly, 
trying to get rid of it. 

Q.—And I suppose it has cost you 
a lot in discharging agents who did 
rebate? You have lost a lot from 
that source? A.—No, not much use 
discharging them; only hire another 
who will do the same thing over 
again. 

Q.—You cannot employ an agent 
who will carry out your instructions? 
A.—I don’t believe we could. I be- 
lieve everyone will do it. 

Q.—The public think pretty hardly 
of insurance agents, but I think you 
want them to think harder? A.— 
There may be one or two greenhorns 
starting in that won’t rebate, but they 
won’t be long. , 

Q.—As soon as they get educated? 
A.—Yes. 

Q.—I see your Board approves of a 
species of rebating, once in a while, 
doesn’t it? A.—How is that. 

Q.—A party over 60 years of age, 
you don’t insure after 60? A.—Oh 
yes, as high as 65. 

Q.—A party 61 years old, if he will 
take out $2,000, he will be allowed 
to insure at age 60, that is rebating, 
is it not? A.—No, there is something 
wrong about that. That is not so. 
We never vary. He would have to 
pay the rates. That could not be 


A.—No, 
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possible. There is something wrong 
in the minutes there. 

Q.—We will look it up and if we 
are wrong, say no more about it, and 
if we are right, bring it up again. 
A.—We want to be right on both 
sides. 

Q.—On page 50 of the first minute 
book it was moved by Mr. Ferguson, 
seconded by Dr. Balfour, referring to 
a letter from D. Mitchell of Hamil- 
ton, stating that Mr. So and So wants 
to apply for insurance, he is 61 years 
old; the tables are only as high as 
60? A.—Yes. 


Q.—It was moved and seconded and 
carried that further information be 
obtained and if the amount desired . 
exceed $2,000 that he be permitted 
to insure on payment of a cash prem- 
ium as if he was of the age of 60 
years only? A.—Well, it might pos- 
sibly have been that we would rate 
him at 60, insure him as if he had 
gone in at 60. The wording of the 
resolution must be wrong because he 
could not possibly have been taken, 
never a case where a man was dated 
back unless he would pay back prem- 
ium. 

MR. KENT: Any man can date 
back if he- pays the back premium? 
A.—TI have, in one or two cases dated 
them a year back. Then he would 
pay the year back, he had no risk 
for the previous year. 


MR. TILLEY: That would be a 
beneficial arrangement for the com- 
pany if the man would pay the back 
premiums? A.—Certainly. 

Q.—Do you pay your agents by 
bonuses? A.—Occasionally. Some- 
times towards the latter part of the 
year we may offer a bonus if they 
produce a certain amount of busi- 
ness, as a little inducement to them 
to work a little harder. 

Q.—15 per cent. if they get $200,- 
000 before the 3lst December? A.— 
15 per cent. above their ordinary 
commission. 

Q.—That 15 per cent. means an 
additional 15 per cent. on their work 
for the year? A.—Are you sure that 
is 15, or 5? I never knew a case 
of more than 10, and it might be 5. 

Q.—I notice here one of 10. Let 
me understand what it means if he 
gets 10 per cent. Does that mean 
10 per cent. on his year’s work? A. 
—No, 10 per cent. on the premiums 
for that particular month, if he reach- 
es a certain limit. 
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Q.—And that is usually done about 


the end of the year in order to get 
them to increase their efforts? A.— 


Yes, and only upon condition that . 


the premiums are paid in cash before 
the time, and about one-third of them 
accomplish it. 

Q.—That is an additional induce- 
ment to an agent to give a rebate? 

MR. KENT: That is just the 
reason of rebates. 

MR. TLILEY: One of the greatest 
causes of rebating; that is what gets 
the public:and the agent into this 
bad habit. Because before a certain 
date he wants to get a _ certain 
amount, he gets pretty near that and 
then he has to get the balance if he 
loses a little? A.—Well, that might 
have some influence; but we have got 
to have the business; somebody else 
will do it, if we don’t. 

Q.—You say the same as the agent 
does, if I don’t give the man a re- 
bate some person else will and get 
the insurance and he goes on doing 
the same. You are setting the ex- 
ample to the agent. A.—The reason 
is the pressure amongst the companies 
to get a certain volume of business, 
which has been brought on by giving 
commissions, and the American com- 
panies coming in and giving bonuses. 

Q.—That has been to a certain ex- 
tent the cause of policies lapsing and 
not being takenP A.—Yes. 

Q.—And the initiation of a good 
deal of that trouble is in the bonus- 
ing of agents? A.—Not so much the 
bonus as the regular rebate in the 
regular every day business. 

Q.—I don’t think one can agree 
with you in that; when they are going 
to get the bonus that is so much more 
to give away? A.—TI have not found 
that there is any more rebating in 
that. 

Q.—Don’t you believe there is more 
rebating in the months of November 
and December than in any other 
month? A.—I don’t think I have 
found it so with ours; no, because 
they have to get a certain amount in 
and if they rebate they cannot send 
in their money. 

Q.—Many agents are paid a cer- 
tain higher percentage if they get a 
certain amount in the year. Doesn’t 
that make it more strenuous in the 
last days of the year? A.—Our bonus 
is more to help an agent out of his 
shortage on his commission account. 

Q.—What would you say was your 
standard top price to agentsP A.— 
75 per cent. 
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Q.—In exceptional cases up to ¢ 
per cent.? A.—There might be some 
cases where an occasional 5 per cent. 
was paid. 

Q.—And in one or two cases 85? 
A.—No, I don’t think we have a case 
of 85, 

Q.—With expenses paid and the 
bonus of 10 per cent.? A.—Oh well; 
they might be where there was a 
bonus for those two months and the 
amount of business we would get for 
the bonus would be a great deal more 
than we would have to pay out. 

Q.—Do you ever get hold of one of 
these agents for an American company 
and give him the whole of the first 
year’s premium? A.—No, I had a 
case where one of the American com- 
panies gave 110 per cent. of the first 
premium. 

MR. KENT: Would you be in 
favor of excluding that company from 
Canada? A.—Well, I would not like 
to say that. If they excluded them 
they would have to exclude a good 
many. 

Q.—Would it be a good thing to 
exclude all of them from Canada? 
A.—Well, there should be a law made 
that would counteract rebating. 

MR. TILLEY: How would you 
carry out the law, make the com- 
pany pay the policy and return all 
the premiums? A.—Make an anti- 
rebate’ law and I would make the 
man who receives a rebate— 

Q.—He does not know the law like 
the agent and the company. Why not 
make the company pay the face of 
the policy and return all the prem- 
iums? A.—How do you mean the 
company pay the tace of the policy? 

Q.—As a penalty on the company? 
A.—I would make a penalty on the 
company and on the agent, both. 

Q.—Would that be a good penalty, 
to make them give back the premiums 
and pay.the policy as wellP A.—No, 
I think the man who takes a rebate 
is as much to blame as the man who 
gives it. 

Q.—Oh no, he does. not know the 
law? A.—But there is no law against 
rebating. There are men, to my cer- 
tain knowledge, in your city of To- 
ronto who get their policies every 
year for 25 per cent. of the premium 
and they go from one company to 
the other, regular rounders, and carry 
about $10,000 of insurance. 

Q.—Will you give us confidential 
information of that kind? We will 
appreciate it. A.—Well, I wouldn’t 
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like to mention names, but I know 
it has been done. I hope the result 
of this commission will produce a law 
against rebating. 

MR. KENT: Do you think the com- 
panies who have left the straight 
and narrow way for the broad and 
pleasant path of rebating, have been 
seduced altogether by the bad ex- 
ample of the American companies? 
A.—Well, I would not altogether say 
that. 

Q.—Is it not possible that there is 
a little of the old Adam on this side 
of the line? A.—I fancy so, but 
the companies cannot check it. It is 
impossible, because all of the compa- 
nies would have to combine together. 
The only way is by an Act. 


Q.—You believe that Canada would 
be overrun by the American compa- 
nies if the Canadian companies stop- 
ped rebating? A.—They would get 
the husiness. 

Q.—And they are driven to do it 
simply because they feel that they 
cannot get it in an honest way? A. 
—Yes. I took a good deal of trouble 
to communicate with people in the 
States about the rebate laws. I have 
got the Acts of most of the States 
and I have been strongly urging the 
Association of Managers for the last 
two years to get legislation to pre- 
vent rebating. We would all like to 
see it abolished and we could do busi- 
ness a good deal cheaper, the agents 
at 25 per cent. less commission would 
make more money than they are mak- 
ing to-day. 

Q.—Did not the Ontario Govern- 
ment pass an Act against rebating? 
A.—No, not to my knowledge. 

MR. TILLEY: There was an Act 
in force. 

A.—How long ago? It must be 12 
or 15 years ago. They passed an Act 
fining an agent if he rebated on a 
policy over $5,000. But it wasn’t 
enough to do any good. 


Q.—Then the Life Association, I 
think, sent out petitions to have that 
repealed? A.—That was before my 
day, as far as insurance was con- 
cerned. 

Q.—But you were in the Associa- 
tion? A.—Yes, there was no Asso- 
ciation then. 

Q.—You say that the not taken 
policies and lapses can be accounted 
for by the rebating? A.—A portion 
of them. ° 

Q.—I see you have a rule here on 
page 13 of your book that where a 


6 EDWARD VII., A. 1906 


Northern Life Assurance Co. 
(Mr. Purdom, Mr. Milne, Ex’d.) 


policy is not taken the agent will be 
held responsible for the payment of 
$5. A.—Yes, we charge that up 
against the commission. 

Q.—To makes him more careful? 
A.—Yes. 

Q.—I notice a case where you re- 
fused to depart from your rule? A. 
—yYes. 

Q.—And to that extent the object 
is a proper one, you say it is to make 
the agent careful about sending in a 
policy that is not going to be a policy 
for the company? A.—Yes, it is to 
make him get the first premium. 

Q.—I suppose the policy costs the 
company something? A.—yYes, the 
$5 is to cover the cost of getting the 
policy out and the medical examina- 
tion. 

Q.—That is not a uniform rule with 
companies? A.—I don’t know. 


Q.—I think not. We have not met 
it at any rate. Then I will put in 
a statement where we have computed 
the amount of income and expendi- 
ture of your company, making the 
amount received for premiums $694,- 
000 about. Interest and dividends 
$104,000. Calls on capital $215,350. 
I notice that your calls on capital 
given in the Blue Book are a little 
different. In your return to us it is 
$213,350. A.—That must be wrong. 


Q.—The Blue Book must be wrong? 
A.—Yes, that must be a mistake. 


Q.—Then you have an item here, 
profit on realization of securities? A. 
We sold the C.P.R. Is this at the 
end of 1905? No, that is this state- 
ment I sent you, we sold the C.P.R. 
stock and made a gain of $400 at 
that time. 

Q.—And a small gain on Bell Tele- 
phones and a gain on Toronto Elec- 
tric and on Dominion Telegraph? 
A.—The gain on Toronto Electric is 
by the addition in market value. We 
charged that up ai the first of the 
next year. 

Q.—The expenditure for death 
losses, surrenders and other payments 
to policyholders $93,601.92. Organi- 
zation expenses $10,607.14; what does 
that cover? A.—The first organiza- 
tion expenses in getting stock. Com- 
mission paid to Mr. Caldwell in get- 
ting stock and the cost of getting the 
Charter, some $500. 


Q.—Dividends to stockholders, that 
is the dividend in ’96 when it equal- 
ized the money deposited in the bank ? 


' A.—Yes, scarcely a dividend. 
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Q.—It was treating the monies as 
belonging to the shareholders up to a 
certain date and then giving them 
interest on their money? A.—Yes. 

Q.—Commissions, salaries, and so 
on, $294,162. That seems large by 
comparison? A.—That includes every- 
thing that we paid to outside men 
and all, , 

Q.—As a matter of fact that should 
be $40,000 more because Mr. Fergu- 
son has been paid about $40,000 that 
is not included there? A.—Well, of 
course, you can figure it that way, 
if you wish. 

Q.—Miscellaneous expenditure, $77,- 
000. Total expenditure, $488,532.11. 
Impairment of capital, $21,926.64. 


MR. WILSON: I do not understand 
that the witness assents to the state- 
ment that what is paid Ferguson is 
added to the comission. 

MR. TILLEY: I thought he did? 
A.—The very fact of our helping our- 
selves with that expense was what 
enabled us to evolve this peculiar by- 
law by which we will get premium 
enough to wipe out all that, do you 
seeP It will help us to get that 25 
per cent. on our stock and make our 
stock worth that much more. 

Q.—That is. 1905, the by-law, and 
the other 1903, and the money under 
the by-law has not been receiyed yet 
to accomplish that purpose? A.— 
Pretty nearly. 

Q.—Your total general expenses, 
which would include the organization, 
the commissions and the miscellaneous 
expenditure, that eliminates the 
bonuses and dividends and amounts 
paid to policyholders, would be $382,- 
020.69, and the amount of insurance 
now on the books is $4,673,488? A. 
—That is about right. 

Q.—That is the average cost is about 
$82 per $1,000. But, of course, that 
does not allow for the death claims 
you have paid and policies you have 
put on the books and that have gone 
off as lapses. You say your cash in- 
come during the period amounts to 
$797,809.48? A.—Yes, and our out- 
go. | 

Q.—$486,415.38? AN DOGS LRat 
correspond with that? 

Q.—I was just taking the general 
expenses. I do not suppose IJ need 
put that statement in; I have re- 
ferred to the particulars that are es- 
sential... Now your new premiums in 
1905 were $37.448.81? A.—$113,920. 

Q.—That is the renewal? A.—Yes. 

Q.—A renewal of $113,991.70? A. 
¥ 68. 
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(.—Then the general expenses would 
be $58,355.58? A.—Yes, $56,000 man- 


, agement and $2,000 for taxes and so 


forth. 

Q.—Yes, I have put that at $58,- 
000? <A.—That is right. 

Q.—I suppose you would agree in 
dividing the expense of getting new 
business as between new premium and 
renewal at 10 to 1? A.—I have never 
figured it in that way. 

Q.—Have you figured it at the rate 
of 15 per cent. for renewals? A.—The 
way I have figured the cost of the 
new business is, Mr. Blackadar’s 
method is to give a credit of 15 per 
cent. in renewal premiums for taking 
care of the old business and invest- 
ing the monies. Deducting that from 
the total expenses that made our ex- 
penses last year about 110.’ 

Q.—Figuring it as I did, dividing 
it 10 to 1, it would be 119.50, but it 
would be somewhere between 110 and 
120? A.—Well, I figured myself 110. 
Now if the Ferguson money had been 
taken into account that we have re- 
ceived last year, over and above what 
we paid it would have made our ex- 
pense about 123 and that is even less 
than some of the older companies in 
Canada. We have economized in every 
way we could. 

Q.—I was not going to comment un- 
favorably on your expense rate. You 
seem to have economical management 
in a great many ways. I notice that 
the total business issued since you 
commenced business was $8,920,782. 
Lapsed up to date $3,960,600. That 
means that there has been a_ lapse 
of about 44.4 per cent.? A.—Yes, all 
OF “tnat- That’ is* unfortunate, iis 
a bad feature. There are more lapses 
with a young than with an old com- 
pany because of the pressure brought 
to bear on a young company’s renew- 
als. They switch them off and tell 
them, you are no good and so forth. 

Q.—Surely not? A.—They do. I 
had a man one time, to give you an 
example, he counted our impairment 
until he got it over $200,000 and said 
that institution is no good, and 
switched it away. 

Q.—He did not count the Ferguson 
money? A.—That would have been so 
much worse. 

Q.—You gave us a statement, Mr. 
Milne A.—I tried to give you 
a statement of everything. 

@.—Yes, you gave us very satisfac- 
tory returns; they are very complete. 
You have handed us one statement 
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here as to lapsed policies. This shows 
that in 1901 you had a very large 
lapse? A.—Yes. 

Q.—You had a lapse of 66.98 per 
cent. of the policies issued? A.—No, 
that is the lapses continued over the 
four years. 

Q.—1902, 3, 4, 5? ee 

Q.—That is up to this date 66.98 
per cent. of the policies issued in 1901 
have lapsed? A.—yYes. I can Sat is 
that to you. 

Q.—Is not the explanation right 
here? When you return under your 
advances made to agents and cost of 
business, that that amount in 1904 
that you advanced? A.—1900. 

Q.—1900, was 104.2 per cent. of the 
premiums; that is to say you were 
crowding your agents at that time? 
A.—That requires an explanation. In 
1899, the year before, that was the 
year that the change of basis of re- 
serves was made from 44 to 34 to com- 
mence at the first of the year 1900. 
Consequently the 1900 rates would be 
higher ; the rates had to be made much 
higher. Now, I suppose we did like 
many other companies; the agents sent 
in word in December that they had 
promised certain people the old rate 
and we allowed the company to do that 
for a couple of weeks and that was all 
thrown into the 1899 business. Con- 
sequently the commission that was due 
on that extra business was not paid 
until the next year and it made the 
next years abnormal commissions. 
These amounts for those two years 
ought to be added together and divid- 
ed in two. To make it right. It made 
it less in ’99 than it should have been 
and more in 1900. Then a good deal 
of that business that was passed in in 
that way lapsed. 

Q.—Your rate in ’99 was 89.4. That 
is pretty high? A.—Well, that is so. 

Q.—In 1904 you got it down to 66.1? 
A.—In 1901 it was 89 also. 

Q.—AIl those years were fairly high? 
A.—They were high, but you must 
remember that included all travelling 
expenses and everything charged up 
to commissions; all expenditures, 
bonuses and everything that was 
charged on commissions. 

Q.—Mr. Milne has given us a very 
complete statement of their lapsed 
policies and as to cost of  busi- 
ness. I will put in those two as one 
Exhibit (No. 316). Do you credit any- 
thing to a policyholder whose policy 
has lapsed if he does not apply for 
itP A.—No. We use every effort to 
keep him on. Offer to lend him the 
premium and so forth. 
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Q.—But under your policy he must 
apply for it to be entitled to it? A. 
—To get any cash surrender, yes. 

Q.—And you do not tell him of that 
right on his part? A.—No, I am a 
little wrong there, we have one policy, 
our ordinary life ’ policy is automatic. 
As long as the reserve is there, suf- 
ficient to carry his premium it will be 
done. But that is the only one. 1 
didn’t approve of the plan but I did it 
to meet competition. 

MR. KENT: I suppose nearly all 
these new fangled plans we learn about 
have been started in the same way, 
to have something new? A.—To try 
and get business. 

MR. TILLEY: «Or.is: it to try: to: 
get something that a policyholder can- 
not possibly understand? A.—No, we 
issue our circulars so that there can 
be no mistake in understanding it and 
our agents will explain it thoroughly. 

Q.—No policyholder could sit down 
and read some of these new fangled 
policies and ever hope to understand 
them. I am not referring to your 
company? A.—The agents will explain 
them. 

Q.—If you were going to depend on 
the agent’s explanation you would be 
in worse trouble? A.—Well, if I found 
an agent misrepresenting a policy he 
would not be with me long. 

MR. KENT: An agent did so to me 
and I lost money in consequence, and 
he was an honest man and represented 
the best company I knew at the time. 

MR. TILLEY: You issued a 60 year 
annuity bond? A.—We never issued 
more than two or three of them. They 
didn’t take. 

Q.—5 per cent. guaranteed bond? 
A.—Very few of them. 

Q.—Why don’t you call them poli- 
cies? A.—Oh, well, I suppose there 
are so many policies that they want 
to change the name. Bond sounds as: 
if it were a better thing. 

Q.—5 per cent. guarantee, that 
means what, that he is guaranteed 5 
per cent. on all the money he puts in? 
A.—Yes, that is right. 

Q. —That is the guarantee which 
you give? A.—But he pays for it. 

Q.—Every advantage you give aman 
is computed actuarily and he is charg- 
ed for it? A.—Yes, every man pays 
for what he gets, sure. 

MR. KENT: But generally a man 
thinks he is getting something he does 
not. pay for. That is the secret. 

MR. TILLEY: Even with the guar- 
anteed compound interest policies?’ 
A.—Yes, he pays for it. 
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Q.—What is the idea of this adjust- 
ed indemnity policy? A.—It is a 
policy by which the rate is much 
cheaper, from the fact that when a 
man passes 60 years of age his policy 
decreases. He does not need the in- 
‘Surance so much then; his family is 
out of the way, married or taking 
care of themselves, and he gets his 
insurance till 61 at a much lower rate. 

Q.—And if he lives over 76 he does 
not get any insurance at all? A.— 
Oh yes, it reduces to one quarter of 
the amount. He has enough to bury 
him and pay the doctor’s fees. 

Q.—You think that is about all he 
should get, a man who has been fool- 
ish to pay life insurance for so many 
years? A.—But he pays so small a 
rate. It is all calculated. 

Q.—Is not that the sort of policy a 
man does not usually understand? 
Here is a man who has got a policy 
that appears to be for $1,000 on the 
face of it. All the (figures are com- 
puted by reference to $1,000, and then 
at the age of 61 that policy commences 
to dwindle until it comes down to 
$250? A.—5 per cent. every year. 
That is all explained to him. It is a 
full policy until he is 61. 


Q.—But he does not usually read his 
policy?, A.—Oh well. 

Q.—Better not read it? A.—Oh, 
no, I want a man to understand ex- 
actly what he is taking. 


Q.—That should not be a popular 
policy? A.—It is a very popular poli- 
cy with two or three companies on 
the other side and it is in my opinion 
the very best life insurance policy to- 
day. All the speculative features, 
profits and everything of that kind, 
should not come in. Insurance should 
be insurance straight and proper. I 
believe if we issued nothing but non- 
participating policies it would be far 
better. There would be no profits to 
bother with. The principle of insur- 
ance is to protect the family, there is 
no doubt about that, and the present 
age has departed from it. 

Q.—Do you think the non-partici- 
pating business pays the companies? 
A.—Well, there would be _ profit 
enough to run the company. 

Q.—Do you keep your books sep- 
arate as to participating and non-par- 
ticipating? A.—We do not, because 
we have very few non-participating. 

Q.—Do you keep your accounts with 
your individual policies? A.—Oh, 
yes, on cards. 

Q.—Would you give us samples of 
those? A.—Yes. Here are our three 
cards; the name and address, and 
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notice card and ledger card. 

Q.—I will put in the set as Ex- 
hibit 317. Please attach a statement 
as to how you compute each amount 
you put on the card. A.—This is 
just the premium. 

Q.—You do not carry forward an 
account of profits and so on? A.— 
No, I have a loading book in which I 
carry forward the loading* of each 
one, and the premium ledger, but we 
have not come to any dividend per- 
iod yet. 

Q.—You have a provision in one of 
your policies that if a note, cheque, 
draft or other obligation given for a 
premium is received and ig not paid 
when due the policy shall thereupon 
cease without any notice or act of 
the company, but the liability to pay 
the note shall continue. A.—Yes. 


Q.—And be enforceable, and then 
if it 1s paid and satisfactory evidence 
of good health given the policy will 
be revived. That should not be 
operative if the note matures in the 
30 days of grace, should it? A.— 
That is if the man dies or how do 
you mean? 

Q.—Supposing a note matures on 


the day that the premium is due, 
before the 30 days have started to 
run the agent gets a 10 day note 


from the insured and it matures at 
the end of 10 days and is not paid. 
That policy should not lapse . until 
the 30 days of grace are up, should 
it? A.—Well, the 30 days of grace 
are given on every policy and if we 
take a note at all scarcely it would 
be for 30 days. 

Q.—We met a case where a note 
was taken and matured in the 30 
days and the company treated the 
policy as cancelled because it was not 


paid. A.—I would not do that. I 
would give him the benefit of the 
30 days. 


MR. KENT: You regard that as 
natural honest treatment which the 
policyholder had a right to expect. 
A.—Oh, certainly he expects 30 days. 
If that man died inside the 30 days. 

Q.—A good many policyholders ex- 
pect a great deal that they have no 
right to get and we cannot go by 
what they expect. A.—We find that 
out in communications with them. 
Thev expect almost everything. 


MR. TILLEY: Then I will put in 
a copy of your claim papers without 
comment. (Exhibit 318.) And a 
copy of your Profit and Loss State- 
ment!’ for the year 1905. (Exhibit 
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319.) A.—That igs a new thing to us, 
that Loss and Gain, and I guess, from 
what Mr. Jackson said I misunder- 
stood some of the questions and we 
remodelled it. 

Q.—That is something that the 
Canadian companies have not’ been 
required to give. A.—Yes. 

Q.—That is instructive to a com- 
pany? A.—Yes, I think it is a great 
advantage to have it. It would let 
them know just where they were. 

Q.—Matters are collected together 
for the per cent. A.—Yes, I rather 
approve of it. 

Q.—Your loading for first year 
premium was 9,090. A.—Yes, in 
round numbers. 

Q.—And the difference between ex- 
pected and actual death losses was 
$2,338, the actual being about 56 
per cent. of the expected. A.—In 
that year it was. It was a little 
large in that year in proportion. 

Q.—That is something that cannot 
be controlled. A.—Yes. 

Q.—Your total margins $11,428; 

MR. MILNE: Practically I don’t 
and your expense $36,333? A.—Yes. 

Q.—318 per cent. of the margins? 
A.—Yes, that is big; oh yes.. Can’t 
help it. 

Q.—It is instructive for you _ to 
know that? A.—yYes. Practically I 
have always figured something similar 
to this at the end of every year my- 
self. 

Q.—That represents a loss to the 
company of $24,805? <A.—Yes. 

Q.—Loading on renewal premiums 
$25,185; expenses, except taxes and 
so on, $22,022. Making a profit 
from your renewal business of $3,- 
163. A.—Yes. 

Q.—Actual death losses about 39 
per cent. of the expected death losses, 
making a gain from that source of 
$19,600? A.—yYes. 

Q.—No annuity claims that fell in 
that year, and your gain on interest 
was $12,072, about 52 per cent. of 
your total interest earnings. A.— 
Yes. 

Q.—Your increase in market values 
$459. Reserves released by surrenders 
$11,930, and you allowed as surrender 
values $4,282, making a gain of $7,- 
648. After what year do you allow 
surrender values? A.—After 5 years. 

Q.—But you allow a paid up insur- 
ance at the end of three? A.—Yes. 

Q.—Why do you make that distine. 
tion? A.—Well, simply because it 
has been the custom in all companies 
to do it. 
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Q.—Some companies allow a_ sur- 
render value at the end of 3 years. 
A.—Yes. 

Q.—But you think the policy has 
not recovered itself then? A.—A 
policy does not recover itself in my 
idea until seven years. Seven years 
to get square, the way I figure it. The 
surrender value I don’t think should 
be considered as a profit at all. I 
think that margin we have on sur- 
render values should be carried into 
commission account to get new busi- 
ness with and should be eredited to 
the general expenses. I think we 
should not count that a gain because 
you have got to get a new man and 
our cash surrender values in all the 
companies are too much. 

Q.—You have not put in anything 
for taxes, repairs and investment ex- 
penses. A.—We haven’t anything in 
that line. That is what Mr. Jackson 
said I had in that $2,700 and some- 
thing ahd he said that meant taxes 
on properties that we had. I had 
the Government taxes in. He = said 
that was distributed amongst this. 
I did not understand that. 

Q.—What about investment ex- 
penses, ought there not to have been 
something charged up for your  in- 
vestment expenses? A.—That / all 
goes into the general expenses. We 
keep a separate account of it. But 
in that statement it was put in the 
general expenses. 

Q.—You do not keep your parti- 
cipating and non-participating busi- 
ness separate? A.—I don’t think 5 
per cent. of our business is non-par- 
participating. 

Q.—What difference is there in 
the commissions paid to agents? A. 
—We pay them three-fourths of the 
commission that we pay on partici- 
pating, and of course they will fight 
for the most money they can get. 

Q.—What do you say about’ the 
necessity for the change of reserve 
that was made by the Government? 
A.—I think our reserves were _ alto- 
gether more than is necessary to pro- 
tect the policyholders at the present 
time. I think it was a mistake. al- 
though the older companies argued it. 
IT was not in favor of the change from 
41 to 33 and now with the reserve it 
is altogether more than is necessary 
and I claim that there should be no 
reserve nut up the first year. 

Q.—Why? A.—Because we _ have 
none It seems to me an unfair and 
unsystematic way. Better illustrate 
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it in this way; if we write a million 
of business and write it on the aver- 
age policy, of $30 a thousand, which 
is about fair, and if we get it all in 
money, which we won’t, we will get 
$30,000. Now we spent that $30,000 
and a little more to get it. Now we 
are even. During that year about 
4,000 out of that million will die 
from accident or some acute disease. 
Then we are $4,000 out. The Govern- 
ment steps in and says, you have got 
to put up $21,000. Now we are $25,- 
000 out. Now with a new company 
_we have to take that $25,000 out of 

capital which I say is radically un- 
- fair. With an old company it is just 
the same thing, it costs them just as 
much to get the business as it does 
us, but they take that $25,000 out of 
the surplus of the old policyholders to 
help them to make good their defi- 
ciency. The present reserve compels a 
company to keep more money as a 
reserve than:is necessary. More mon- 
ey, I think, should be distributed as 
profits to policyholders. I think on 
a 20 year policy the reserves should 
not be full until the eighth year. 

Q.—Then it is the early years of 
the policy that you think too large 
a reserve is requried? A.—yYes, I 
think there should be a full reserve 
after eight years. 

Q.—What reserve would. you. re- 
commend for the eighth year? A.—I 
have given that a good deal of con- 
sideration and I wrote to all the 
States in the Union, as I said before, 
in reference to their anti-rebate laws. 
They vary a great deal. Some of them 
make a fine on the company and the 
agent; some make the policy void. I 
think that an Act of Parliament, if it 
could be done, if it is within the Do- 
minion right, to make no discrimina- 
tion, fine the man who does it, fine 
the company if they know it, and 
have it put right across in red letters 
across the face of every application 
and policy, so that there would be no 
misunderstanding, that if they take 
a rebate or any consideration for the 
first premium, that policy might be 
declared void. Some such legislation 
as that may not entirely eradicate it, 
but it would largely minimise it and 
it would bring it right in front of 
the man who was asking for it. 

Q.—What would you say about in- 
vesting powers? A.—I don’t think it 
is wise to restrict them too closely; 
IT think we should have some wider 
Act. 

Q.—What should you be allowed to 
invest in, that you cannot now. A. 
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—I would hardly be able to give you 
that off hand. 

Q.—If you care to make up a mem- 
orandum at any time and send it in, 
it will be considered. A.—When I 
ordered the C.P.R. stock, I thought 
it was all right. I had not looked 
carefully. As soon as I found it out, 
we sold it and I am sorry we had to 
sell it. We sold at 133 and it is now 
160. We made a profit on it; we 
bought at 124, I think. 


Q.—Is yours a contract with an 
agent to guarantee a salary of a cer- 
tain amount? A.—Yes, that is a 
salary contract. 


Q.—If he secures a certain amount 
you will give him 25 per cent. ‘addi- 
tional, at another stage 33 1/ 38rd 
another 40 and another 50. A.—That 
is a new contract I got out. They 
want a little money. We watch those 
contracts very closely. It has proved 
very beneficial with some, it is an in- . 
ducement to them to get the _ busi- 
ness. It don’t give them a chance to 
rebate very well. They only get $25. 

MR. KENT: Would you be in 
favor of a standard form of policy, 
if all companies were restricted to a 
few standard forms? A.—I_ think 
that would be a mistake. You can- 
not make a standard policy, I don’t 
think, because there are conditions 
of certain people that they want a 
policy for a certain length of time, 
and on certain conditions. We have 
to make a policy to suit their de- 
sires. What they want to buy we 
have to try to find. 


Q.—The difficulty is, there seems to 
be a desire on the part of nearly all 
companies to formulate a policy that 
is very diffenlt to understand. That 
gives the agent a chance to say any- 
thing he likes and the policyholder is 
none the wiser. A.—I don’t’ think 
that accusation is hardly fair. I 
don’t think that the companies want 
to introduce a policy that cannot be 
understood. I think the main object 
is to thoroughly explain it. Now 
when I issue a new policy, I issue a 
circular explaining just what it is. 
Some agents may misrepresent but on 
the whole there is no object in issuing 
a policy to create litigation after- 
wards. 

Q.—I speak feelingly in the matter, 
because, as I have said once or twice, 
I was taken in myself and I am sorry 
to say by a friend. A.—That may 
happen. 
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give your opinion in favor of non-par- 
ticipating policies. You have ad- 
hered to that, have you, ever since 


you went into insurance? A.—-I did . 


not pay very much attention to it 
the first two years, but from experi- 
ence I have come to the conclusion 
that if insurance got down to the old 
basis of no profits, it would be bet- 
ter. 

Q.—Did you, on arriving at that 
conclusion, make any special effort to 
push the non-participating business? 
A.—I issued a special circular to our 
agents. I can furnish a copy of that. 

Q.—How long ago was that? A.— 
Not very long since. But I issued one 
some four or five years ago. 

Q.—To press for non-participating 
business? A.—Yes, and showed them 
the profits to the policyholder and the 
advantages of non-participating busi- 
ness. 

Q.—What was the result of that? 
A.—It didn’t amount to much. 

Q.—Do you think the agents obeyed 
their instructions? A.—Oh, they will 
sell the participating policies because 
they get a larger margin of commis- 
sion, 

Q.—You think that is the secret of 
the whole thing? A.—Practically so. 
They will never sell the non-partici- 
pating unless a man wants it. Un- 
less he asks for it. Or, in a case like 
this, where they are pressing a man 
for a policy, and he thinks it is_ too 
high, they may at last resort, drop 
into a non-participating, where. the 
rates are a little lower, and they give 
it to him because he wants it. 

Q.—Why did you confine your cir- 
cularizing to your agents? A.—Not 
exactly to our agents. The circular 
is printed and bundles of them sent 
to the agents to hand out. 

Q.—That is the same thing; they 
would do it or not, as they wished. 
Did you advertise your non-partici- 
pating policies in the newspapers? A. 
—_No, newspaper advertising is rather 
expensive, but I will tell you what I 
do with a circular of that kind; I 
give my instructions to my mailing 
lad that for several months after a 
new circular comes out it is put into 
every letter we write. Policyholders, 
strangers and everyone else gets it. 
That is better than newspaper adver- 
tising. - 

Q.—You consider that you did what 
you could to advertise your views? 
A.—Yes. 

Q.—And you have small results? A. 
—Very small results. 
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Q.—Can you suggest an i 
which this could be offered hanetlone 
ibly to the attention of applicants ? 
A.—I don’t know, as long as there are 
participating and non-participating— 

Q.—And agents? A.—Yes. 

Bia Gea the commission be put 
hee ae A.—The loading won’t al- 

MR. KENT: It seems t 
loading should be increased ish aa sii 
participating Poumon A.—Well, I 
was very much handicapped there, 

MR. GEARY: Do you think an in- 
crease in loading would enable you to 
make the increase in commission that 
cS Magen A.—No, a decreased 
reserve in all wou 
tow pp tee Id enable us to get 

@.—The whole difficulty i 
mind arises from the fact that the 
Beene will sell the participating poli- 
cy? A.—Yes, the agent will sell what 
he will make the most money out of. 

Q.—Does he find it more difficult 
to sell the non-participating policy ? 
A.—The agent can use our estimates 
which are catching, that is they are 
oo ene ie a en to see an estimate 

what his profits are goi 
the end of 20 years. a ae 

Q.—They are not enticing more than 
a catchy statement of fact, are they ? 
I mean to say they are not made out 
without regard to that? A.—No 
but the very fact of showing a profit 
at the end of twenty years and the 
difference of premium won’t produce 
that profit, they will take what they 
think will bring them in the most. 
Q.—That is not the case exactly, is 
it, they do not see the two classes of 
policies and compare the rates and 
deduct them and compare the profit 
loading? A.—Oh, yes, they do. 

Q.—Do your profits realize that dif- 
ference, compounded? A.—We have 
not had our experience yet. 

Q.—You have known of the experi- 
ence of other companies? A.—I am 
very doubtful whether they will. I 
don’t think they will. 

Q.—You are prety sure they won’t? 
A.—And our estimates are lower than 
many of the others. 

()—But you don’t think this extra 
profit loading will be improved at 


compound interest to produce a fair 


return? A.—No, at the present com- 
putation and the present expense of 
getting business, the estimates on the 
policies that are issued now, won’t be 
realized unless there is some change. 

Q.—Should these estimates be for- 
bidden? A.—I think so. 
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_Q —Entirely ? A.—Yes, I wouid 
like to see them done away with en- 
tirely. I think they never should 
have been introduced. I think they 
deceive the public to a certain extent. 

Q.—You would not agree with Mr. 
Purdom in regard to an _ increased 
scope of investment? A.—Certainly 
I would. 

Q.—You are not concerned in the 
making of profits, you don’t consid- 
er an insurance company an_ invest- 
ment company? A.—But an insurance 
company has its monies and must in- 
vest them and get the best interest 
it can. That has nothing to do with 
the policy. 

Q.—I understand you, when you say 
that, but following out your idea of 
not making profits, not devoting your 
main energies to making profits, you 
can safely enough invest your money 
in the securities open to you now? 
A.—But you have to invest your money 
in order to make interest. The amount 
of profits is small compared to the 
amount of the investments. 


Q.—And it is to meet the competi- 
tion with other companies that you 
desire a larger scope of investment? 
A.—To get as much interest for your 
money as possible, and as long as we 
have participating policies we must 
try to get as near to our estimates as 
we can. 

Q.—You must become an investment 
company, losing sight of the principle 
that insurance is the primary object 
of the organization? A.—The making 
of profits has got to be considered as 
a primary object, to get business, if 
our results are not up to what we have 
promised they will make. 


Q.—That is competition again? A. 


—Yes. 

MR. TILLEY: Will you endeavor 
to have those exhibits for us so that 
they can be handed to the Secretary 
this afternoon? A.—I think so, yes. 

MR. TILLEY: That is all I have 
to offer for the present with regard to 
the Northern, your honors. I now 
propose to take up the Woodmen of 
the World. 


THE WOODMEN OF THE WORLD. 


MR. TILLEY: T may say frankly, 
your honours, before taking this up 
that I do not know how far I can 
get in any way with satisfaction to 
your honours, in connection with the 
investment or the financial branch of 
the Woodmen Company or Associa- 
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tion. I will bring out the facts and 
then, if it is found impossible to get 
on at the present time, that some 
ruling will be made or something done, 
so that we will be able to get an 
investigation later. 

WILLIAM CC. FITZGERALD 
sworn, Examined by MR. TILLEY: 

Q.—What position do you occupy in 
connection with the Woodmen of the 
World, Mr. Fitzgerald? A.—Head 
clerk, general secretary. 


Q.—General secretary is what one 
would understand by your position? 
A.—Yes, 

Q.—But you are described as what? 
A.—Head clerk. 

Q.—The head office of the Associa- 
tion being in London? A.—Yes. 

Q.—I think you were one of the 
persons that procured the incorpora- 
tion or the Act from the Dominion 
Government? <A.—Yes. 

Q.—How long ago was it that the 
Act was passed? A.—In 1893, a spe- 
cial Act. 

Q.—Authorizing you to carry on 
the insurance branch and then there 
was a subsequent amending Act was 
there not? A.—Yes, passed in 1904, 
or 1903. 

Q.—The object of that Act, was 
what? A.—The object of that Act 
was to enable the institution to carry 
on a sick and funeral. benefit busi- 
ness. ; 

Q.—So that you have now in con- 
nection with the Order, the ordinary 
insurance department, common to fra- 
ternal organizations, and then you 
have sickness insurance? A.—Sick- 
ness and funeral benefits. 


Q.—Under the Act you are required 
to keep these two branches of your 
business entirely separate? A.—Yes. 

Q.—And the funds realized from 
the sickness branch must not be used 
in connection with the insurance 
branch or vice versa? A.—That is it. 

Q.—You are also required to keep 
the monies raised for insurance pur- 
poses entirely apart from monies 
raised for expenses? A.—Yes. 

Q.—And no part of the money paid 
in by members for insurance can be 
used to defray expenses? A.—No. 

Q.—The result is that the premiums 
or assessments that you levy in con- 
nection with the insurance branch are 
really net premiums? A.—Net prem- 
iums. 

Q.—There is no loading on them 
for expenses? A.—No loading. 
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Q.—And the organization is re- 
quired to levy by a separate and dis- 
tinct process any money that it needs 
to pay out for expensesP A.—Yes. 

Q.—To what extent are all monies 
raised by the different branches of 
the association paid in to you? A.— 
They all come to me in bulk. 

Q.—With an account for each lodge 
or camp? A.—Camps we call them. 
Lodge is the general name here. 

Q.—With a return from each lodge 
showing the way it is made up? A. 
—Yes, usually. Sometimes they put 
it all in a lump sum. Some of them 
divide it, so much for assessment and 
so on. We get it in all sorts of 
ways and we have to fix it up the 
best we can when we get it. 

Q.—I suppose in the way the busi- 
ness is carried on the methods adopt- 
ed by the different lodges are not en- 
tirely uniform? A.—No, not at all. 

Q.—And their returns are not ex- 
act? A.—No, very few are exact. 

Q.—These lodges do not employ 
trained persons in any sense of the 
word? A.—Not at all, most ordinary 
persons that do the business. 

Q.—Then when they come to you 
do the monies come to you personally, 
or to the office in London? A.—They 
come to me personally. 

Q.—You are a solicitor practicing 
here as well as being chief clerk? 
A.—Yes. 

Q.—Is your office and the office for 
this association a common office? A. 
—A common office. 

Q.—Are the books kept in your of- 
ficeP A.—Yes. 

Q.—By clerks employed by you or 
by the association? A.—By the asso- 
ciation. 

Q.—How many clerks have you in 
connection with that department. of 
the business? A.—Five. 

Q.—How long have they been in the 
office, is there permanence connected 
with their appointment? A.—Yes. 

Q.—Have they been connected with 
the work for some two or three years, 
do you mean? A.—Yes, they change. 
They resign and we get new ones and 
so on from time to time. 

Q.—Are they ladies or gentlemen? 
A.—Ladies. 

Q.—And they have entire charge of 
the financial part of the work of the 
Order and these Clerks work under 
your direction? A.—Yes. 

Q.—To what extent do you attend 
to the actual routine of accounting 
for monies and taking care of the busi- 
ness, and to what extent do you turn 
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it over to these clerks or employees? 
A.—Do you mean the length of time 
or what I do? 

Q.—I want to know how you divide 
your work between you and your em- 
ployees? A.—TI receive all the monies. 
I open the mail and make the first 
entries. 

Q@.—Where do you make the entry? 
A —In a book we call the Summary 
Cash Book. 

Q.—Will you show me the Summary 
Cash Book? A.—I haven’t that book 
here just now. In fact I haven’t any 
of our ledgers or cash books. I can 
get them in a few minutes. I brought 
everything else I was asked to bring. 

Q.—Didn’t we ask you to bring 
those ? A.—No, I had no formal 
notice to be here. 

Q.—You have known you were com- 
ing, though? A.—QOh yes, certainly. 
We will produce them, of course. 

Q.—So far as we have been able to 
get papers from you in London—you 
have not sent any returns to the Com- 


‘mission? A.—Except what I have de- 


livered to Mr. Jackson. 


Q.—Since we have been here? A. 
—Yes. 

Q.—You made no reply by way of 
sending in returns to the circular we 
issued in March or April? <A.—Ex- 
cept that I told the Secretary we would 
furnish it as soon as we could, with 
our limited staff. 

Q.—When may we expect to get the 
full returns, if at allP A.—Whenever 
you say. We have attempted to an- 
swer the questions as far as we 
thought they were applicable to our 
institution. 

Q.—That is since the Commission has 
been here? A.—Yes, the answers had 
been ready for some time, any way. 

Q.—You say you enter the items in 
a cash book, yourself? A.—Yes. 

Q.—After that what is done with 
them? A.—Then the report, as we 
eall it, with the remittance is handed 
out to one of the clerks to divide 
them up, enter the several accounts. 
If a report came from a camp with 
sixty members, for instance, that is 
handed to a clerk to be divided into 
sixty different accounts. We keep 
each member’s account separate and 
distinct so that we can always tell 
how each member of the order stands, 
as far as we know, at our end. 

Q—What books do you keep? In 
connection with the work of the Order? 
A.—We keep this Summary Cash 
Book and then what we call the Gen- 
eral Cash Book and a Membership 
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Register and what we call the Indi- 
vidual Ledger. - 

Q.—What is the individual ledger? 
A.—-The individual ledger is an ac- 
count for each member of the Order: 

Q.—Do you have an individual ac- 
count for every member? A.—IEvery 

member. 
~  Q@.—How many members have you? 
A.—About 11,000 now. 

Q.—So that you have 11,000 ac- 
counts? A.—11,000 accounts to go 
over monthly. The detail is consid- 
erable. 

Q.—Enormous, I should think? <A 
—Very. 

Q.—Do you keep any ledger in 
which you balance up your books? A. 
—Yes, we keep a ledger and we keep 
a large extended cash book and our 
aceounts are balanced in that, our 
cash. 

Q.—My information is that there is 
no balancing in your ledger, that there 
18 no proper way of checking it? A. 
—Well, the abstracts are all there. 

_ Q.—Do you have an auditor exam- 
ine them? A.—Yes. 

Q.—How often does he examine 
them? A.—Every month. 

Q.—What books does he examine? 
A.—The cash, the individual ledgers 
and the camp ledgers. Investments. 
Disbursements, bank accounts, every- 
thing. . 

Q.—Where does he examine the bank 
accounts? A.—He compares them with 
the cash book. 

Q.—Compares the bank cash _ book 
with the cash book? A.—yYes. 

Q.—Is it carried into any ledger? 
A.—The bank account, no. We ex- 
pect that the cash book compares al- 
ways with the bank. 

Q —And that is the extent to which 
you show the-condition of the bank 
account in your books? A.—Yes. 

Q.—You don’t keep in your. ledger 
any account where the different ac- 
counts all brought together must. bal- 
ance? A.—No, we don’t pay any 
money out \except by cheque. We 
don’t handle any real cash. 

Q.—Where do you keep any account 
of the cheques you issue? Just in 
the stubs? A.—Also in the cash book. 

Q.—You put a memorandum in the 
account to which the money is 
charged? A.—Yes, we keep a very de- 
tailed statement of the cheque. 

Q.—But there is no general book for 
assembling all these matters and see- 
ing how the different accounts stand 
and making a balance? A.—wNo. Bid 
Q.—Has your auditor never called 
to your attention the necessity for hav- 
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ing books kept in some way so that 
they could be balanced in that way? 
A.—No, not specially. 

Q.—Has he to any extent? A.— 
No, not at all. 

Q.—Do you think that it is a pro- 
per thing to do? A.—Yes. 

Q.—How long have you thought it? 
A.—Well, ever since we have commenc- 
ed to have investments of any kind. 
Prior to that it was really a cash book 
transaction. 

Q.—Up to the time when you got a 
volume of money that allowed for in- 
vestments, there did not seem to be 
much use for it? A.—No use at all. 

Q.—What funds have you now under 
your control, how much in the aggre- 
gate? A.—About $175,000, including 
investments and all. 

Q.—Your total assets for the Order 
amount to about $175,000? A.—Yes. 

Q.—How do your books keep track 
of these assets that you have got, 
how can one check the books to ascer- 
tain interest in arrear, interest ac- 
crued, and payment of mortgages, and 
so on, how is that kept? A.—We have 
an account opened for each item, for 
each individual mortgage. 

Q.—You would have to go through 
all the mortgages, would you? A.— 
Yes, 

Q.—All that information regarding 
mortgages, for instance, is not col- 
lected any place? A.—It is not col- 
lected. They are individually enter- 
ed. 

Q.—That is to say your books have 
been a system merely of making an 
entry in each individual account. 
when anything would happen regard- 
ing that account? A.—That 1s 1t. 

Q.—But no method or plan whereby 
a balance sheet is struck from the 
whole? A.—That is it. 

MR. LANGMUIR: A sort of mem- 
orandum accounts. Unless you collect 
them together they must be a series 
of memoranda. A.—Of course under 
the heading of Mortgages, we have 
collected them together there. 

MR. TILLEY: I understand. that 
you have had some discussion with 
the accountant of the Commission 
with regard to the books, when the 
accountant was endeavouring to make 
some examination? A.—Yes, we have 
been considering that. 

Q.—Has it been decided to have a 
set of books opened? A.—Yes. 

Q.—A set that will properly col- 
lect all these items and keep them in 
proper order? A.—Yes. 
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Q.—When is that going to be un- 
dertaken? A.—At once. 

Q.—And when will it be finished? 
A.—Oh, it will only take a week or 
ten days. 

Q.—I am told it will take longer? 
A.—Perhaps it will. I hardly think 
so. There are not many accounts. 

Q.—Until that is done I suppose it 
is impossible to make any examination 
of the investments and financial end 
of your business? A.—Except by go- 
ing through each one. 

Q.—That is you would produce to 
the Commission an account for a cer- 
tain mortgage, but there is no way 
of telling when we have got all the 
mortgages, except the miortgages as 
shown? A.—Except by examination 
in the cash book. We have a col- 
umn headed Investments and _ every 
amount that is advanced on mort- 
gages is in that column. 


Q.—That would all have to be 
traced through, would it? A.—Yes. 

Q.—You say though that you are 
confident that in the course of a few 
weeks the books will be in such a 
state that all that can be done sat- 
isfactorily? A.—Yes. 

MR. LANGMUIR: Have you a 
Board under which you work? A.— 
Yes, called the Executive Council. 

Q.—How often do they meet? A. 
—Three times a year. 

Q.—Do they keep a Minute Book? 

A.—Yes. 
- Q.—Is every investment authorized 
by them? A.—Yes. Pardon me, there 
is a Board called the Board of Head 
Managers or Finance Committee, a 
sub-committee of the Board, that 
meets every month. 


Q.—But the regular Board meets 


how often? A.—Three times a year. 

Q.—The whole record of proceedings 
is given in that Minute Book, I sup- 
pose? A.—Yes, and also the Finance 
Committee’s Minute Book. 

Q.—Authorizing the investments? 
A.---Yes: 

Q.—And the disbursements, for in- 
stance the Sick List, is that author- 
ized? A.—yYes, authorize all disburse- 
ments. They examine every account 
each month, 

@.—And authorize the payment? 
A.—Authorize the payment. 

Q.—Then you draw the cheques? 
A.—Yes, we draw the cheques. 

Q.—Does anyone else draw cheques 
besides yourself? A.—Yes, they are 
signed by two others associated with 
me. 
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Q.—What bank do you keep your 
accounts in? A.—The General <Ac- 
count is in the Canadian Bank of 
Commerce, then we have special de- 
posits in three other banks. 

MR. TILLEY: I thought it was ne- 
cessary and proper that I should bring 
to the attention of the Commissioners 
the condition with regard to _ that 
phase of the question we have to look 
into and ascertain what the Commis- 
sioners thought the best way to pro- 
ceed in the matter. Could you, when 
all these books are prepared, as you 
say they will be, could they be brought 
without much inconvenience to you, to 
Toronto? A.—No, no trouble at all. 

Q.—You would be willing to bring 
them to Toronto? A.—OQh, yes. 

Q.—The Commission are endeav- 
ouring, as far as possible, to meet the 
companies at their head offices, but 
you say it would be as convenient 
to you? A.—Oh, yes. 

Q.—It is practically impossible to 
examine into any one phase of the 
company without taking up the other, 
and I think it would be unfair to 
the Commission to attempt to pass on 
matters, as the books now disclose 
them, and it would be unfair to the 
company to suggest that there is any- 
thing improper, because it may be 
merely a loose system of carrying on 
the books. ‘The accountant for the 
Commission thinks it would be rather 
a waste of time to attempt to investi- 
gate until these books have been put 
in shape, so that they can be checked. 
Have you a regular auditor appoint- 
ed? A.—Yes. 

Q.—Who is he? A.—Mr. Telfer. 

Q.—How often is he supposed. to 
check the books? A.—Once a month. 

Q.—How can he from the method 
you have adopted? A.—I don’t know 
how he can, but he does, apparently. 

Q.—And gives you a certificate? 
A,—yYes, each month. 

Q.—I would ‘suggest, subject to 
your honours’ approval, that we 
should be notified when the books are 
in such shape that our accountant 
can examine them and then the whole 
can be taken up in one sitting rather 
than taking it up in part now. 

JUDGE MaclAVISH: Have you 
had a conference with the account- 
ant, Mr. Edwards? A.—Yes, he sug- 
gested to me what he would like 
done ; : 
-Q.—Do you, as representing your 
organization, agree with what he sug- 
gests as the proper course to follow, | 
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quite independently of the Comins: 
sionP A.—Yes, 

Q.—You concede that the course he 
suggests is the proper one? A.—Yes. 

MR. TILLEY: I think that is im- 
portant, your honour, I had not 
thought of bringing that out. That 
was stated by Mr. Fitzgerald to Mr. 
Edwards. A.—Yes, I was very 
pleased. 

Q.—It is not expense that we are 
putting upon them in any way. 

JUDGE MacTAVISH: That is 
what I wanted to be sure of, that 
the suggestion Mr. Edwards made to 
you met with your approval, outside 


of the Commission altogether. That: 


is, that you think it is a proper 
course to adopt for the future? A. 
—Yes, I was very pleased to have it. 

Q.—Is your statement in answer to 
the questions sent you by the Counsel 
for the Commission some time ago, 
ready in so far as you can get it? 
A.—Yes, I think it is about as com- 
plete as we can give them, 


Q.—Will you send it to the Sec- 


retary within a very short time? A. 
—Yes, if necessary. 

Q.—If anything is wanting there 
you will be asked, perhaps, to supple- 
ment it. I think it will be more ex- 
peditious, Mr. Tilley, by adopting the 
course you have suggested. 

MR. TILLEY: I could examine into 
the insurance features, but they in- 
terlock, it might be unfair to the com- 


pany. 

MR. KENT: The books should be 
changed from single to double entry. 
It is easier to keep a set of double 
than single entry, 

MR. GEARY: I entirely concur in 
Mr. Tilley’s suggestion, your honour. 

MR. KENT: And a bank account 
should be opened in the ledger. A. 
—-I intended to go down a few days 
beforehand, and Mr. Edwards said he 
would go over them with me. 

MR. LEBEUF: Some time should 
be fixed for the examination in To- 
ronto. We should not be asked to go 
there only for this company. 

JUDGE MacTAVISH: Yes, it will 
be some time while we are sitting 
there. 


WITNESS: I intended to be away 


a month myself, if that makes any - 


difference. 

MR. TILLEY: Yes, it ‘makes a 
great deal of difference; if there is to 
be any substantial delay we must get 
on as best we can. If Mr. Fitzger- 
ald could attend to this first. A.—I 
will, if you say so. 
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JUDGE MacTAVISH: I think so. 
The 9th would be too short a time, 
but the 16th, how would that suit 
you? A.—That will suit me. That 
will be two weeks. 

JUDGE MacTAVISH: Then we 
will adjourn, to meet in Toronto on 
the 9th of July at 10.20 a.m. 

(At 1.15 on Friday, the 29th day 
of June, adjourned to Monday, the 
9th day of July, 1906, 10.30 a.m., in 
Toronto.) — 


FIFTY-FIRST DAY. 
MORNING SESSION. 
Toronto, Monday, July 9th, 1906. 


MR. GEARY: 1 have spoken to 
Mr. Tilley about a matter that will 
probably come before the Dominion 
Counsel later, in regard to the appli- 
cation of this association who have 
asked me to speak to you this morn- 
ing, that is the association called The 
Policyholders’ Association of Canada. 
They have been incorporated, and al- 
ready according to a memo. which they 
have placed before me here, they have 
a membership representing about two 
and a half millions of insurance 
throughout the Dominion, and they 
are holding meetings to _ perfect 
their organization. They desire at 
some time—my learned friend says 
he would prefer to have the applica- 
tion made through Dominion Counsal 
—to be heard, or to be permitted to 
present views especially in regard to 
future legislation, or whatever the re- 
sult of the Commission may be. They 
have instructed me also to communi- 
eate with the Commission—and of 
course to my learned friend I com- 

municate this more directly — that 
they are willing to do anything they 
are able to in order to afford him 
all the assistance that it is in their 
power to give. They desire the Com- 
mission to make a note of their re- 
quest to be allowed to present their 
views in whatever form or at what- 
ever time the Commission thinks it 
proper to do so. There is no more 
I ean say. I have just been asked 
to present this to your Honors. I am 
not putting anything in. My learned 
friend thinks I had better not put 


anything in. 


MR. TILLEY: What I said to my 
learned friend was we were very glad 
to get the assistance of any person, 
or information from any person or 
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any body of persons incorporated or 
unincorporated that will facilitate the 
work ot the Commission, and any- 
thing that is submitted will be pro- 
perly brought before the Commission. 

MR GEARY: This Association 1s 
holding meetings and forming local 
Associations, I understand, with a 
parent body. 

JUDGE MacTAVISH: I am sure 
we will be glad to have any assistance 
we can obtain from the Association 
named. 

MR. TILLEY: I propose this morn- 
ing to commence an investigation of 
the affairs of the Ancient Order of 
Foresters, and the investigation will 
be helpful chiefly from the standpoint 
of an Association that has been carry- 
ing on business as an assessment 
company for some time, a fraternal 
organization that has put its insur- 
ance business on a full reserve basis; 
and that sort of inquiry is one that 
I am sure will be helpful to the Com- 
missioners later when considering the 
whole matter at the end of the Inves- 
tigation. 

WILLIAM WILLIAMS, sworn, ex- 
amined by 

MR. TILLEY: Q.—What is your 
position in the Ancient Order of For- 
esters? A.—Secretary of the Order 
in Canada. 

Q.—You are what is called Perma- 
nent Secretary- 4 Yas, 

Q.—What is the torce of the word 
permanent as desciptive of Secre- 
tary? A.—I can liacdiy <tell you 
that, I am up for election every meet- 
ing of. the High Court. 


Q.—And to that. extent you are sub 
ject to be appointed or not for an- 
other year the same as other officers? 
A.—Yes. 

Q.—I gathered that from the Con- 
stitution, but I wondered whether 
there was anything I could not see in 
the face of your papers that gave a 
meaning to the word permanent? A. 
—In former years, I think 1887 to I] 
think it was somewhere about 1889 
I was Permanent Secretary, I was 
elected Secretary of the Order in 1884 
in London, and in 1887 I was elected 
Permanent Secretary to retain my 
office so long as I faithfully fulfilled 
my duties. At a subsequent session 
of the High Court, I cannot just call 
to mind the year, the law was chang- 
ed, I think it was at the time we were 
registered under the Insurance Cor- 
porations of the Province of Ontario; 
the law was changed and I had 10 te 
elected the same as any other officer 
of the High Court. 
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Q.—How long has your Association 
been carrying on business in Ontario? 
A.—Since 1881. 

Q.—Was that the time when the or- 
ganization first came into existence, 
or was it an older organization car- 
rying on fraternal business elsewhere? 
A.—It had been doing business under 
the High Court of England, subject 
to its Government, but in 1881 in 
the City Hall of Toronto we formed 
a subsidiary High Court to carry on 
the business of Canada under our own 
control. 

Q.—Prior to that time had there 
been local branches of the High Court 
of England here in Canada—had you 
in Canada branches under the juris- 
diction of the High Court in Engiand 
prior, to 183) 29 A. Ves 

Q.—There were branches under the 
direct control of the High Court in 
England? A.—Yes. 

Q.—In 1881 it was changed by es- 
tablishing a subsidiary High Court in 
Canada having jurisdiction over Can- 
adian branches? A.—Just so. 

Q.—Had it jurisdiction from the 
first over all the branches in Canada? 
A.—Yes, all of them. 

Q.—And any branches opened after 
1881 would be also opened through the 
organization of the Subsidiary High 
Court?: A.—Excépt in British Co- 
lumbia who are now under the juris- 
diction of the High Court of Eng- 
land, called the District of Columbia. 

Q.—Were they ever under your jur- 
isdiction? A.—Not at all. 

Q.—So that they have remained as 
branches under the direct control of 
the High Court in England? <A.— 
Yes. . 

Q.—Prior to 1881 were you connect- 
ed with any local branch of the or- 
ganization here? A.—yYes, I was 
connected with the branch in St. 
Mary’s, Ontario. 

Q.—And were you an officer of that 
branch? A.—Yes, I have filled all 
the offices in that branch. 

Q.—And then your returns would 
be made direct to England? A.—wNo, 
we were formed in separate districts, 
different districts, and the districts 
used to make their returns, we used 
to make the returns to the district, 
and from the district to England. 

Q.—In 1881 will you just describe 
shortly the change that was effected in 
your method of carrying on business? 
A.—There was no change effected in 
the carrying on of the business, only 
we became our own governors as_ it 
were. 
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Q.—Were you in 1881 created your 
own governors in all respects, or was 
there still a residuum of power left 
in the English High Court? A.— 
No power whatever, all we have is 
what we may call a social or fraternal 
existence between the High Court and 
ourselves. 

Q.—There is no financial connec- 
tion between you? A.—None what- 
ever, . 

Q.—You contribute no fees or dues, 
or assessments in any shape or form 
to the British High Court now? A. 
—No. 

Q.—As to the laws governing you, 
I rather gathered from reading them 
you were still somewhat under the 
control of the British High Court, but 
you say that is not soP A.—The 
only law there affecting the High 
Court is that in the event of any 
laws not covering the matter in ques- 
tion recourse shall be had to the gen- 
eral laws to settle that question. 


Q.—That is if there is anything 
that arises in the carrying on of your 
business that seems to be unprovided 
for by your own constitution, then you 
are to be governed by the rule or 
practice of the High Court in Eng- 
land? A.—Yes. 

Q.—Then after 1881, having your 
own organization, will you tell me in 
general terms the character of the 
work carried on by your organiza- 
tion? A.—The fraternal 


Q.—Yes; I am not now speaking 
of the insurance branch at all, but 
I want to get some idea of the na- 
ture of the work cafried on by the 
Ancient Order of Foresters after 1881 ? 
A.—Insurance was instituted in 1881. 


Q.—Was that the first time you had 
insurance? A.—Yes. 


Q.—Did you call it the Insurance 
Department? A.—No, it was called 
the Endowment Fund. 

Q.—What other departments had 
you? A.—Sick and Funeral Branches. 

Q.—That had been in existence be- 
fore, had it not? A.—yYes, that was 
always in existence, the Sick ane Fun- 
eral Branches. 

Q.—lIs it right to say that that was 


the chief feature of the body in Eng- - 


land even— A.—The Sick and Funer- 
al Benefit, yes, and it is to-day. 

Q.—And is it with you to-day the 
chief feature of it? A.—Yes, sep- 
arate and distinct from the other. 

Q.—And from the standpoint of the 
Association a more important branch, 
is itP A.—Yes, I presume it is. 
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Q.—Does it control larger funds? 
A.—Than the Insurance Department? 

Q.—Yes? A.—No sir. 

Q.—But it is more far-reaching 
amongst your members? A.—Excuse 
me, I may have misled you when I 
said not control larger funds, not as 
the High Court, but the different 
Courts altogether i in the country would 
control much larger funds. 

Q.—Besides the Endowment Fund 
Branch and the Sick and Funeral 
Branch what other branches have you? 
A.—There was a Management Branch 
and the. Special Levy Fund, a Guar- 
antee Fund, and Ancient ’ Forester, 
that is the periodical we issued. 

Q.—The Ancient Forester is the 
paperP A,—Yes, belonging to the 
Order. 

Q.—What was the Guarantee Fund? 
A.—The Guarantee Fund is composed 
of amounts collected from different 
Courts for the purpose of insuring 
the Courts against the defalcation 
of the Secretaries or Treasurers. 

Q.—It is your own insurance fund 
against loss by default of the Secre- 
tary or Treasurer? A.—Yes. 

Q.—It is a contingent fund, is it, 
to answer anything that may be lost 
by some person leaving and taking 
moneys of the Order? A.—yYes. 

Q.—Is it a fund that you lay by 
to provide for any contingency of that 
nature that happens? A.—Yes. 

Q.—That Guarantee Fund was in 
existence then from 1881? A.—No, 
not in existence in 1881; I forget just 
about the year, but I think it was 
somewhere in about 1891 that it came 
into existence. 

Q.—That is not connected in any 
way with your Insurance Branch? A. 
—None whatever. 

Q.—Does any money pass from 
your Insurance Branch to that fund? 
A.—No, not at all. I was going to 
say that at the Owen Sound meeting, 
IT think it was in 1899, or before that, 
there was not sufficient money in the 
Management Fund of the Order to 
meet the expenses of the High Court, 
and we borrowed from the Beneficiary 
Fund this was, fot from the Guaran- 
tee Fund 

Q.—I will come to that later, but 
what I am asking you is this, does 
the Guarantee Fund in any way pro- 
vide for loss by defaulting officers in 
connection with the insurance? A. 
—None whatever. 

Q.—The insurance as to that must 
stand now on its own bottom? A.— 
Yes. 
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Q.—It gets no help from these other 
contingent funds? A.—Not any what- 
ever. 

Q.—What was the Special Levy 
Fund? A.—That is a cent per mem- 
ber per annum to establish a fund 
to assist Courts that are in distress 
or short of funds. 

Q.—A sort of poor-relief fund? A. 
—A relief fund for disabled Courts, 
we call them. 

Q.—It is also a contingent fund? 
A.—Yes. 

Q.—Given a special name? A,— 
Yes. 
Q.—And that, I suppose, has no 
connection with your insurance Branch 
at all? A.—None whatever. 

Q.—And never has had any? A. 
—No. 

Q@.—And has there ever been any 
mixing of accounts there between the 
Insurance Department and that fund? 
A.—No. 

Q.—Any borrowing from one fund to 
the other? A.—From the Beneficiary 
to the other? 

Q.—No, I am talking of the Special 
Levy? A.-—No. 

Q.—Never been any loans or pay- 
ments made from one of those funds to 
the other? A.—No, only moneys loan- 
ed to Courts or given to them. 

Q.—The Management Fund, what is 
that? A.—That is for the purpose of 
paying the expenses of management 
and purchasing goods and so forth. 

Q.—Tell me how the funds for the 
Management Fund are accumulated ? 
A.—The Sick and Funeral Fund is 
made up of a charge of $1 for each 
member initiated, what we call an 
entrance fee, and at the present time 
it is $1.85 per annum besides the $1] 
per annum for the Sick and Funeral 
Benefit; the $1 is only paid once, 
upon the initiation. 

Q.—How does that money get from 
the Sick and Funeral to the Manage- 
ment Fund, is any part of it trans- 
ferred? A.—No, it is all kept separ- 
ate and distinct. 

Q.—How is the money raised for the 
Management Fund? A.—That is made 
up of 75 cents per annum from the 
members, a levy like. 

Q.—So that there is $1.35 per an- 
num paid for the Sick and Funeral 
FundP A.—Yes. 

Q.—And 75 cents for the Manage- 
ment? A.—Yes, and one cent special 
levy. 

Q.—And the Guarantee Fund, how is 
that? A.—Three-quarters of one per 
cent. per member, if there is 200 mem- 
bers we charge $3, $6 for the Secre- 
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tary and Treasurer, according to the 
membership. 

Q.—It is the local camp or lodge 
that pays that? A.—The general law 
calls that every Court shall be guar- 
anteed in the sum of $2 for every 
member that is good on the books; 
so that if there were 130 members 
the guarantee would be $260. 

Q.—That is not a levy that is made 
by so much per capita, it is made on 
the Lodge? A.—On the Lodge. 

Q.—And then the members all con- 
tribute to their local lodge, it is taken 
out of the local lodge fees and dues? 
A.—The lodge .funds. 

Q.—Do you call them lodges? A.— 
No, ‘Courts. 

Q.—Have you told us, now, leav- 
ing out the Insurance Branch, all 
the funds that are paid into the High 
Court? <A.—Yes, there is the Sick 
and Funeral Fund, the Management 
Fund, the Special Levy Fund, and 
the Guarantee Fund, and the Ancient 
Forester Account. | 

Q.—The Ancient Forester account 
would be paid by subscription? A. 
—Each Court pays 20 cents per mem- 
ber for the paper per annum, the 
Court pays that, not the individual 
members. 

Q.—Besides these items that are paid 
to the High Court each Local Court 
must raise its own expenses? A.— 
Yes. 

Q.—Whatever fund it needs for it- 
self? A.—Yes. 

Q.—That is the’ item that deter- 
mines what its members must pay to 
it? A.—Yes, according to the gener- 
al law. 

Q.—Has there been any mixing of 
accounts betwen the Management 
Fund and the Insurance Fund? A. 
—Yes, there was $3,500 borrowed at 
Owen Sound from the Insurance De- 
partment to the Management Fund, 
a loan to the Management Fund at 
5 per cent. interest. 

Q.—When was that? A.—That 
was at the Owen Sound meeting, 
1897, or before that. 

Q.—Has there been any loaning of 
money by one fund to the other since 
the Act of the Dominion Parliament 
was obtained? A.—Not other than 
this $3,500, that is the only loan. 

Q.—Was that paid back? A. 
Yes, with 5 per cent interest. 

Q.—Do you think that that was a 
proper application of the insurance 
money, to lend it in that way? A.— 
Probably it may not have been at the 
time, but it was a necessity. 
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Q.—Why was it a necessity? A.— 
Because we had not any money else- 
where to pay it. 

Q.—For the management? A.— 
Yes, to pay the expenses of the High 
Court meeting. 

Q.—The idea is that through the 
Management Fund these expenses 
shall be provided? A.—Yes. 


Q.—Why had they not been pro- 
vided through that fund? A.—The 
expenses must have been greater than 
the income to the fund. 

Q.—It was, as a fact, at that time, 
was it not? A.—Yes, it was the 
High Court meeting that catsed the 
necessity ; the costs of ‘the High Court 
meeting were about $4,000. 

Q.—The necessity having arisen 
the Insurance Fund was the only fund 
you could go to for the money? A. 
—The only fund available. 

Q.—In whom at that time was the 
Insurance Fund vested? A.—Vested 
in the Executive Council, in the 
Ancient Order of Foresters. 

Q.—Who had the control of the 
Management Fund, the same Coun- 
ceilP A.—The Executive Council. 

Q.—So that the same, persons were 
the custodians of both fundsP A.— 
Yes, 

Q.—It was like taking it out of one 
pocket and putting it in the other 
for the time being? A.—Yes. 

Q.—Does that same arrangement 
exist to-day? A.—No, sir. 

Q.—Why not? A.—The borrowing 
money from 

Q.—No, but is the same Commit- 
tee the custodians of both fundsP A. 
—Just the same Committee. 

Q.—So that when that Committee 
has need for money for one purpose 
it is still possible for that Committee 
to use the funds of another branch 
of the organization? A.—Not under 
that Act at the present time. 

Q.—Do I understand from you, 
then, that you think the Dominion 
Act thas affected your right to make 
that sort of transaction? A.—I think 
80. 

Q.—I think if there was any doubt 
about it before it was removed by 
that Act? A.—Yes. 

Q.—Was that sum of money paid 
back with interest, that $3,500P A. 
—Yes, with interest at 5 per cent. 

Q.—When was it paid back? A.— 
In. different years, three or four years. 

Q.—When was the last payment 
made? A.—In 1898 or 1899. 

Q.—Was it paid back, entirely re- 
turned before the Dominion Act was 
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passed ? A.—Oh no, we had paid 
some back. 

Q.—Have you the book here that 
would tell you the date when that was 
returned, have you your ledger here? 
A.—I have the ledger of the Insur- 
ance Department. On January Ist, 
1900, there was a balance owing of 
$1,848. There was paid off on Febru- 
ary 28th, $48, $46.20 and $45, that 
would be $91.20 interest, and $48 of 
the principal. In December, 1900, 
there was paid back $800, and in- 
terest $45. June 21st, 1901, there 
was $25. In 1901, December 31st, 
there was $1,000 paid and $25 inter- 
est. 

Q.—That closed up the fund? A. 
—Yes, that closed up the loan. 

Q.—Do you remember why that was 
done on the 3lst December? A.—So 
as to close up the account by that 
date, that is all. 

Q.—Even under the laws that ex- 
isted before the Dominion Act, it was 
provided that the Insurance Benefi- 
ciary Fund should not be used for ex- 
penses? A.—Yes, that was so in our 
laws, 

Q.—So that that was a direct breach 
of your laws? A.—They say it was 
a breach, it was really a breach of 
necessity. 

Q.—But that necessity might equal- 
ly arise now even though you are un- 
der the Dominion Act? A.—Yes, but 
you could not get the money. 

Q.—They should not have been able 
to get the money before? A.—Just 
so. In those early days things were 
different. 

Q.—Why do you say they could not 
get the money now; they have the 
same money, it is the same Council, 
the same body holds the funds? A.— 
Yes, but they cannot draw the money 
without the sanction of the High 
Chief Ranger and the Permanent Sec- 
retary and the 

Q.—The High Chief Ranger is as 
much interested in the Management 
Fund as he is in the Insurance, and 
so is the Permanent Secretary? A.— 
No, I am a little more interested in 
the. insurance. 

Q.—But then your duty is not more 
to one fund than to another? A.— 
No, just so. 

Q.—Is not that very feature still 
an objection to your organization, 
that the insurance moneys are not put 
in the control of some person who has 
nothing to do but watch the Insur- 
ance Fund and protect itP A.—I 
think it would be much better if the 
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Insurance Branch were under its own 
control altogether. 

Q.—I think you recommended that, 
or something similar to that in 1901? 
A.—Yes. 

Q.—yYour recommendation has never 
been carried out? A.—No. 

Q.—And the fund still all remains 
with the one Committee that is com- 
mon to all? A.—yYes, with one Com- 
mittee common to all. 


Q.— From 1881 down to 1898 you 


had the Endowment Branch? A.— 
Yes sir. 

Q.—You had changed your rates 
once during that time? A.—Yes, I 
might explain that from 1884 to 1893 
1 had no control of the Endowment 
Fund, as it was called. That was 
then conducted by the Board of Direc- 
tors who were located in Jondon: 
but at a meeting in Woodstock it was 
decided to bring the whole fund un- 
der control of the High Court, as it 
seemed to some of the members that 
it was slipping away from them, there 
was not the control they should have. 

Q.—They thought the organization 
as a whole had not the control it 
should have over that branch? A.—- 
Over that branch. 


Q.—When you opened this Endow- 
ment Fund you were not personally 
much interested in the actual man- 
agement of it, in 1881? A.—No, 
none whatever. 

Q.—It was not till it was brought 
here to Toronto that you became per- 
sonally interested? A.—It was in 
1892. 

Q.—Up to 1892 there had been no 
change in the rates? A.—No. 

Q.—I think the first change was in 
1895? A.—I think it was. 

Q.—And that change in the rate 
was continued until you came under 
the Dominion Act? A.—Yes. 

Q.—Tell me how satisfactorily mat- 
ters were proceeding between the es- 
tablishment of that Endowment Fund 
and the time you obtained the Dom- 
inion Act? , A.—The progress of it, 
do you mean? 

Q.—Yes? A.—Well, the progress 
was not as satisfactory as we thought 
it would be. We were getting toa 
few members, the whole tenor seemed 
to be that eventually we should have 
to close up, and of course the Ancient 
Order of Foresters had never done 
anything of the kind before and we 
did not propose to do it if it were 
possible. 

Q.—And you would probably like to 
say right at the end of that statement 
that you feel now you have it in a 
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shape you will never have to close 
upP A.—Yes sir. 

Q.—We will put that altogether 
there; tell me then what was the ob- 
jection to the method of carrying on 
the business that brought about that 
result, that feeling that you would 
probably have to close up? A.—The 
loss of interest in the fund by’ the 
members, the insufficiency of obtain- 
ing members, and excessive death 
rates. There was a general feeling 
of course, but not harshly shown. 

Q.—There was a _ general feeling 
there would be trouble ahead? A. 
—Yes. 

Q.—There had been trouble before 
that with some other Assessment So- 
cieties? A.—Yes, there had _ been 
trouble in the Assessment Societies. 

Q.—How in respect of any of these 
matters you have mentioned could the 
Dominion Act improve it, could it 
make them take any more interest in 
it? A.—It has done since we have 
been incorporated. 

Q.—Is.it not because of the extra 
strength that you have by reason of 
the reserve that you now keep up? 
A.—I think it is on account of our 
increasing the rates, putting up the 
Government reserve as required, and 
carrying on the business in a straight 
forward and legitimate way. 


Q.—That is, it is by reason of the 
strength of the Insurance Branch now 
as compared with the strength that 
you had had before putting up the 
reserve? A.—Yes. 

Q.—Did you hold the view that the 
business could be carried on under 
the Assessment principle and be per- 
manently successful? AI never 
had that opinion. 

Q.—Why did you think it could not 
be successful ? 
calculation of the payment by mem- 
bers at the low rate they had done 
and were doing, and I could not find, 
no matter how you invested the 
money, that you could make up the 
payment even if the man lived the 
allotted term, to meet his thousand 
dollars. 

Q.—That is without any excessive 
mortality? A.—Yes. 

Q.—If he lived the full term that 
was allotted for him according to the 
tables, with the rate you were charg- 
ing you could not raise the fund to 
pay them all? A.—No, /J think 
it would be paying in about $600 and 
to pay $1,000 I would not see where 
the difference came in, that is to say 
on the receipts that the organization 
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would have there is about $600 ac- 
cording to the way you computed it, 
and they would have to pay $1,000 to 
be insured? A.—Yes. 


Q.—How long did you continue of 
that mind, how long did you think 
that before 1898? A.—Ever since I 
became Secretary in 1884. 


Q.—Was the same view held by 
others who were active in the organi- 
zation of the— A.—You mean of the 
officers ? 


Q.—Yes? A.—No, I cannot say 
they were at that time. 


Q.—Do I understand that your view 
was different from the other persons 
who were officers? A.—Yes, it was 
some times, for some few years. 

Q.—During what period of time 
could you say that was so, because I 
see there are some references to com- 
plaints of some things that had been 
done, and I should just like to find 
out and trace the process of educa- 
tion that has gone on in your Insti- 
tution? A.—The feeling of the officers 
changed somewhere about 1895, or 
1896, up till the time we got our in- 
corporation. 

Q.—From about 1895 you think the 
officers rather held the same view you 
did? A.—Yes. 

Q.—That if you continued on the 
_basis you were then charging for pre- 
miums and paying out the insurance 
you were obliged to pay that it would 
eventually end in trouble? A.—I 
think it would, yes. 

Q.—I suppose that the rank and 
file of the Society or Association did 
not feel that way about it? A.—No, 
I cannot say they did. 

Q.—Had you at that time the right 
to increase the premiums you were 
‘charging to as much as you thought 
proper? A.—No, sir. 

Q.—Why had not you that right? 
A.—The right was vested in the High 
Court meeting. 

Q.—You thought I was asking you 
whether you personally had the right? 
A.—No, the Executive officers, the 
Executive Council. 

Q.—But I mean had the Associa- 
tion, the Ancient Order of Foresters, 
whether in High Court meeting or 
Executive Council, the right to in- 
crease its rates as much as it pleased? 
A.—Yes. 

Q.—It was just subject to the or- 
dinary rule of Assessment Associa- 
tions? A.—Yes. 

Q.—The rates they were charging 
could be increased even against the old 
members? A.—Yes. 
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Q.—But they could not be increased 
you say by the Executive Council? A. 
—No, sir. 

Q.—The rules require that to be 
dealt with by the High Court at a 
regular annual meeting, or a regular 
meeting? A.—Yes. 

Q.—The meetings. are held not an- 
nually but every second year? A.— 
Annually till 1887, and then it has 
been biennially since 


Q.—That change of rates would have 
to come up at the regular meeting of 
the society? A.—Yes, sir. 

Q.—Had you difficulty in getting 
rates raised in 1895? A.—No, not in 
1895. 


Q.—Did the increase in rates in 1895 
apply to the old members? A.—No, 
gir. 

Q.—I suppose there would be no 
trouble about that then? A.—wNo. 

Q.—So long as it only cante out of 
the pockets of the newcomers there 
would be no objection; what would 
have been the result if you had at- 
tempted to raise rates on the old mem- 
bers at that time? A.—I suppose 
they would have kicked ag they have 
done in this case. 

Q.—They would have complained as 
they did later when you came under 
the Dominion Act? A.—Yes, 

Q.—Put it this way, did you know 
that it would be practically useless 
to attempt to raise rates on old mem- 
bers through the medium of the High 
Court? A.—I was perfectly sure of 
that. 

Q.—At that meeting every delegate 
would have a vote? A.—Yes. 

Q.—And no matter what the officers 
thought, who were in the management 
of the fund, or who had given it a 
great deal of consideration, thought of 
the change these men would vote 
against paying the extra premiums 
themselves? A.—Yes, sir. 

Q.—Was that feature discussed be- 
tween the officers? A.—It has been 
discussed among the officers several 
times at their meetings. 

Q.—And is it right to say that know- 
ing fully that that was the case they 
never made any attempt to raise the 
rates on the old members through the 
High Court? A.—It would have been 
an impossibility to do it through— 

Q.—You subsequently got it referred 
to your Committee and then took the 
brunt of it at the next meeting after 
you got them raised? A.—Yes. 

Q.—I think the resolution was al- 
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most unanimous condemning you? A. 
—No, I do not think so, 

Q.—At the following meeting? A.— 
Condemning our action? 

Q.—Yes, after you had accomplished 
it? A.—It was carried unanimously, 
our action in transferring was carried 
unanimously. 

Q.—But they complained of the sys- 
tem? A.—Yes, they complained most 
bitterly, but we carried the point all 
the same. 

Q.—Because you got it carried be- 
fore you met? A.—yYes. 

Q.—At any rate that was the idea, 
and I suppose that is the case in any 
fraternal organization carrying on the 
assessment insurance, that it would be 
impossible to get the members to vote 
for a resolution increasing their own 
premiums? A.—I think I might say 
conscientiously it would be defeated 
every time. 

Q.—No matter how insecure their 
position might be ultimately, and how 
uncertain it might be whether they 
would ever get their insurance money ? 
A.—I think so. 

Q.—Then if the members will not 
pay a premium sufficient to carry on 
the insurance properly how is the fund 
created to pay the members, what is 
it that is necessary in order to keep 
you running at any rate for a certain 
time? A.—New blood. 

Q.—What do you mean by new blood 
in the organization? A.—Young mem- 
bers joining. 

Q.—Getting young members who will 
have a lot of premiums to pay? A. 
—Who will pay a lot of premiums. 

Q.—And won’t turn their certificates 
into death claims too soon? A.—No. 

Q.—The Society can work along, as 
I understand you, so long as it keeps 
on getting in the young men and per- 
sons joining the institution fast 
enough to answer the death claims of 
the older men who are dropping off? 
A.—Yes, for a limited time, but the 
end must come. 

Q.—Why do you say the end must 
come? A.—If the Hm. table is correct 
they say that a certain sum should 
be put aside for a reserve to meet a 
liability, whilst the assessment socie- 
ties say they can do it for half. I 
should say that the end must come 
through their not having sufficient 
funds in the reserve to meet the lia- 
bilities as they accrue. 

Q.—I thought the idea was that the 
reserve that the insurance companies 
keep for the insured is kept Sy the 
assessment companies in the pockets of 
the members instead of in the com- 
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pany’s funds? A.—It may be in their 
pockets but it would be a job to get 
it out. 


Q.—From the company’s standpoint 
that is not a very good treasury for 
it? A.—No. 

Q.—And it is not deducted from the 
policy when the policy comes to be 
paid, is it? A.—No. 

Q.—I suppose that the average age 
of the persons in the Beneficiary class 
is very material to be considered, Mr. 
Williams? A.—Well, I don’t like to 
take an average; I like an individual 
calculation. 

Q.—Had the average in your society 
been going up rather than coming 
down by getting in young men? A. 
—No. 

Q.—I mean before ’98? A.—Oh, 
yes, they were getting up in years. 

Q.—Can you tell me what your aver- 
age age was then? A.—I should think 
about 44. 


Q.—-What is the average age now? ; 


A.—It is about 32 or 33. 

Q.—Then had the average age prior 
to ’98 been rising? A.—It must be 
rising because the old members were 
getting older all the time. 

Q.—-And you were not getting new 
members? A.—We are getting lots of 
new members but the old members that 
had joined at the transfer, their ages 
have increased considerably. 

Q.—Prior to ’98 was the average age 
of your Society increasing? A.—Yes. 

().—You were not getting in young 
men fast enough to keep the average 
down? A.—No. 

Q.—Do you know to what extent it 
had increased? A.—No, I cannot just 
say. 

OotH bringing it up to 44 years? 
A.—Well, I should say that in the 
start in ’81 it was about 33 to 44. 

Q.—You had accumulated a surplus 
fund, had you up to ’98?P A.—Yes. 

Q. -_Amounting to how much money ? 
A.—I think it was about $30,000 in 
December, ’97. 

Q.—Was it not more than that? 
A.—Very little _Mmore, I think. 

Q.—Yes, you “are right, $25,699.95 ? 
A. — Something like that, $25,478.80. 

Q.—About $25,000 is near enough. 
So that you had funds.on hand all the 
time? A.—Oh,) yes, we have always 
had funds on hand. 

Q.—yYou were never in a position 
that you could not pay claims as they 
matured? A.—No. 

Q.—But it was the fear of getting 
in that position that made you look 
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about to see how the difficulty could be 
remedied? A.—Yes, 


Q.—There was some difficulty down 
in Quebec, too, was there not, about 
that time, about your license there, 
and the requirements of the Quebec 
lawsP A.—Yes. 

Q.—Was that a happy feature that 
just cropped up at that time to give 
you an excuse or was it really a mis- 
fortuneP A.—Oh, I don’t know what 
we might term it. It was. certainly 
a help to us. 


Q.—It gave you a good excuse? A. 
—Gave us a helping hand. 


Q.—You had an explanation for 
making the change at that time at 
any rateP A.—Yes. 

Q.—But so far as you were concern- 
ed, you were convinced that the change 
had to be made? A.—There is no 
doubt about it. 

Q.—What was the difficulty in Que- 
bee that you had to meet. A.—There 
was a deposit of $5,000 with the Que- 
bec Government. We had nothing like 
$5,000 of an interest in Quebec to 
deposit it. Some correspondence pass- 
ed between our solicitor in Quebec and 
on account of the Independent Order 
of Foresters not paying the license 
fee we were relieved from it. 

Q.—In order to comply with the 
Quebec Act at that time you would 
have had to put up a deposit of $5,000 
in cash or securities? A.—yYes. 

Q.—You had to have head 3>ffi22 a 
appoint a chief agent for the Pre 
vince? A.—Yes. 


Q.—Pay a license fee of $50 each 
year? A.—Yes. 

Q.—And then you had to have over 
a certain number of members in the 
Province? A.—Yes, we had thea r-- 
quisite number of members. 

Q.—You had to have over 500 mem- 
bers, but you had them? A.—Yes, we 
had the requisite number of members. 

Q.—Was there any restriction of the 
rates you were to charge? A.—There 
was some change in the rates. I think 
Nir will find it on the back of the 

ct. 

Q.—There is a schedule here. I will 
put in a copy of the Quebec Act, which 
Dr. Secord has given me. (Filed as 
Exhibit 320.) This Act provides, in 
addition to the matters we have men- 
tioned, that the rates charged on ap- 
plications after 30th June, 1898, shall 
be at least equal to those set out in 
the schedule? A.—Yes. 

Q.—Were those rates equal to or 
greater than yours? A.—Well, I don’t 
remember comparing them: 
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Q.—Do you remember whether you 
had any difficulty on that scoreP A. 
—I don’t remember, but I think they 
came up pretty near the Insurance 
Act of Ontario, the rates. 


Q.—Your rate in ’95 at age 25 was 
91 cents and the rate under the Que- 
bec Act was $1.05? A.—Yes, that is 
without any allowance for management 
either. That is net. 

At age 35 your amount was 
$1.27 and the Quebec $1.43. At age 
44 your amount was $1.78 and theirs 
$2.01. So that a compliance with this 
Act would involve raising your rates? 
A.—Yes. 

Q.—The other sub-sections of that 
section contained other provisions 
which would not, I think, affect your 
company. For instance, you insured 
your members only? A.—That is all. 

Q.—And did not insure for more 
than $3,000? A.—No, $2,000 is our 
limit. 

Q.—And you were solvent up to 
that time, that is taking solvent to 
mean the ordinary meaning, able to 
pay your debts as they matured? A. 
—As they became due. 

Q.—But probably not if you had 
regard to whether you had funds to 
answer your present obligations, al- 
though deferred? A.-—If an epidemic 
had occurred we could not have. 

Q.—What was the immediate result 
of the passing of this Act in Quebec 
on your Association? A.—It has not 
had any result. 

Q.—What did you do in consequence 
of that Act being passed? A.—That 
was one of the things that led us up 
to getting an Act of Incorporation 
from the Dominion Government. 

Q.—That is you thought that rather 
than comply with that Act that you 
would prefer getting a license from 
the Dominion Government which 
would obviate the necessity of comply- 
ing with the requirements of any Pro- 
vincial law? A.—Yes. 

Q.—You would then be entitled to 
do business in any Province? A.— 
Any Province. 

Q.—What Provinces were you or- 
ganized in at that time? A.—Quebec, 
Ontario and Manitoba. 

Q.—Were you serious in wanting to 
get away from this Quebec Act or 
was that seized upon by the officers as 
a good excuse? A.—TI think we felt 
that if we had to make such a pro- 
vision for the Quebec people we might 
as well make it for the whole of our 
people in Canada. 

Q.—What was the first step that 
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was taken in that direction? A.—; 
Applying for an Act of Incorporation. 

Q.—To the Dominion Government? 
A.—Yes. 

Q.—Did you consider at that time 
the provisions that were in force en- 
abling you to change from an assess- 
ment company to a full reserve com- 
pany? A.—Yes, we knew what was 
necessary. 

Q.—And you knew the provisions 
that were in the general Insurance 
Act in that regard? A.—Yes. 


Q.—Did you intend at that time to 
put up the full reserve? A.—The 
first application was not intended for 
the full reserve. 

Q.—Have you a copy of the Bill? 
A.—The first reading of the Bill is 
this document. 

Q.—This, then, is the first draft of 
the Bill? A.—The first reading. 
(Filed as Ex. 321.) 


Q.—What you provided in that Bill 
that you wanted to have passed at 
that time was that cerain persons 
should be incorported under the name 
of the subsidiary High Court of the 
Ancient Order of Forresters for the 
Dominion of Canada. Then the ob- 
jects of the Society were set out prac- 
tically the same as we have them in 
the Act that was ultimately passed? 
A.—Yes. 

Q.—Then there are provisions as to 
head office, branches, investment of 
funds and what should happen when 
a branch was dissolved, very much as 
the Act was passed? A.—Very much 
SO. 

Q.—But the main section in this 
Act that was passed is_ eliminated 
from that, that is Section 10? A.— 
Yes, in reference to the reserve. 

Q.—Without going into it in de- 
tail for the present, was that provi- 
slon opposed by your Society? Sec- 
tion 10 of the Act that was passed? 
A.—I cannot say that it was actually 
opposed but we desired to become in- 
corporated in the Dominion of Can- 
ada to do business as we had been 
doing. 

Q.—What was your own view about 
that, did you oppose it yourself? A. 
—I did not. 

Q.—It met with your view? A.— 
Yes, but we consulted with Mr. Fitz- 
gerald and our solicitor. 

Q.—What stand did Mr. Fitzgerald 
take regarding this section 10, which 
required you to put up the full re- 
serve, was that a suggestion of his? 
A.—That was his suggestion. 

Q.—That was something that he was 
anxious should be forced upon you, 
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was it? A.—Well, he was anxious 
that we should put up the same re- 
serve as any life insurance company 
to meet our liability. 

Q.—Did he take a strong stand on 
that point, do you remember? A.— 
A stand as opposing any change to his 
views. 

Q.—A strong stand on the question 
of your putting up the full reserve? A. 
—Most decidedly, he took a strong 
stand on that. 

Q.—Then it was the result of his 
attitude that brought that section in- 
to the Act? A.—Yes. 

Q.—You did not oppose it but it 
was not something that the members 
of your organization were looking for 
at that time? A.—No. 


Q.—They wanted Dominion Incor- 
poration with the right to keep in re- 
serve or not, as they pleased? A.— 
Just so. 

Q.—Then, other than that, was there 
any other matter that was at all 
brought into controversy at the time 
of your getting the Act through? A. 
—That was the principal feature. I 
don’t know of anything else that oc- 
curred. That was the only section 
that we had a consultation on between 
our solicitor, myself, Dr. Secord and 
Mr. Fitzgerald, and he was emphatic 
in not agreeing to it passing as it 
was unless we would agree to have the 
change made. 


Q.—Then I will put in the Bill 
(Ex. 321) and I will put in the record 
of the Minutes of the High Court of 
1899 (Exhibit 322) and of 1901 (Ex- 
hibit 323.) I have copies of them ~ 
here for your honors. These. books 
for 1899 and 1901 contain practically 
all. your records regarding this legis- 
lation? A.—They contain all the re- 
cords of the High Court meetings. 

Q.—And in those years was the full 
discussion of this Act of the Dominion 
Parliament? A.—Yes. 

Q.—And everything regarding that 
in your Minutes or of any amendment 
was in those two years? A.—Every- 
thing that passed at those High Court 
Meetings is included in those books. 

Q.—Then the Act that you obtained 
is in the 1901 Report? A.—1901, 
that is in my Report of the High 
Court Meeting. 

Q.—And it is at page 17 of the Re- 
port for 1901. That Act incorporates 
the persons named—I suppose they 
were the officers and trustees? A.— 
At that time. 

Q.—The name given to your Asso- 
ciation was The Subsidiary High 
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Court of the Ancient Order of Forest- 
ers in the Dominion of Canada? A. 
—Yes, sir. 

Q.—And the objects are stated in 
sub-sections ‘‘a, b, c, d, e, and f” of 
Section 1. The first one is to unite 
fraternally all persons entitled to mem- 
bership; the second to give moral and 
material aid; the third to educate its 
members socially, morally and intellec- 
tually. Those are just the fraternal 
features of your organization? A,— 
The fraternal features of the Order, 
yes. 

Q.—Sub-section d, to establish a fund 
for the relief of sick and distressed 
members? A.—That is the Sick and 
Funeral Fund. 

Q.—Sub-section e, to establish and 
maintain benefit funds from which, on 
satisfactory evidence of the death of 
a member of the Society who has com- 
plied with all its lawful requirements, 
a sum not exceeding $3,000 shall be 
paid to the widow, orphans, depen- 
dents or other beneficiary whom the 
member has designated or to the per- 
sonal representative of the member as 
laid down in said laws. Clause f, to 
secure for its members such other ad- 
vantages as are from time to time 
designated by the laws of the Society. 
Now, clause e, is the important one 
under that Act, is it not? A.—Yes. 


Q.—That provides that the limit of 
insurance shall be $3.000? A.—Yes. 


Q.—You have not yet got up to your 
limit? A.—No, about $2,000. 

Q.—Can you tell me why there’ is 
any limit of the amount of the in- 
surance you can write, provided you 
keep the full reserve? A.—I don’t 
think there should be any limit of the 
insurance we can write provided we 
have a sufficient amount at our back 
to meet our liabilities. 

Q.—Do you keep the full reserve? 
A.—Yes, but a young society starting 
as we were, I think it woulld have 
been unjust to members generally to 
issue a $3,000 certificate, because we 
would not have got many of them. 

Q.—That may be so but if you put 
up the reserve that ordinary insurance 
companies put up under the Act, why 
should you be limited any more than 
any other insurance company? A.— 
Well, I think it was a good thing to 
limit us to $3,000. 

Q.—Possibly it arose in this way, 
that you in drafting your own Act, 
without the provision as to the reserve, 
you put in that clause asking for the 
right to issue policies up to $3,000, 
and then that was never changed after 
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the other section was put in? A.— 
Yes. 

Q.—This section provides that the 
insurance shall be for the benefit of 
the widow, orphans, dependents or 
other beneficiary that the member has 
designated and that the amount of 
the insurance shall be payable on his 
death? A.—Yes. 

Q.—Does that prevent your issuing 
endowment insurance? A.—I presume 
it would prevent us issuing a straight 
endowment policy. 

Q.—But it does not prevent you 
issuing an endowment policy that is 
not quite straight, is that what you 
mean? A.—No, I cannot gay that. I 
don’t think it prevents us issuing a 
policy for a certain amount and giv- 
ing certain privileges. 

Q.—What is the name of your policy 
that you are thinking about now that 
nearly transgresses that section. The 
Beneficiary Fund Policy? A.—Yes, I 
think that igs the one you are allud- 
ing to. 

Q.—Is not that practically an en- 
dowment policy? A.—Of course I 
know that the policy says that the in- 
surance, $1,000 shall be payable at 
death. But on the back of the policy 
is endorsed a clause that at the end 
of the period of 15 years, according 
to the policy I am reading from, the 
insured will be given $1,000 cash and 
the profits in cash and a paid-up pol- 
icy for $100? A.—yYes, or he can 
take the cash surrender for $1,050. 

Q.—Or he can take full cash without 
any paid-up policy at all and without 
any profits, is it? A.—No, the profits 
would be in addition. 

Q.—$1,050. That is an attempt, at 
any rate to issue what is in effect an 
endowment policy? A.—Well, I didn’t 
consider it so. 

Q.—Did you evolve this? A.—Yes, 
that was my own evolution. 

Q.—It was not an expert actuary 
that— A.—wNo, sir, I am not an ac- 
tuary. 

Q.—What I mean is it was not some 
other expert actuary? A.—No, and I 
am not an actuary. 

Q.—That is not a surrender value 
in the ordinary sense, is it? A.—I 
think so. 

Q.—It is not estimated on the same 
basis as your ordinary surrender values 
in other policies? A.—As a straight 
life policy, no, decidedly not, because 
he pays more for his insurance. 

Q.—But it is not estimated on the 
same basis, is it? That is practically 
paying him his insurance at the end 
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of that time if he wants to take it at 
that time? A.—Yes, that is what it 
means, I suppose. 

().—Then, if you issue a policy on 
a man’s life and stipulate that he shall 
get his insurance at the end of 15 
years if he wants it, that is practically 
an endowme:it policy? A.—That would 
be a straight endowment policy. It 
would be on the face of the policy. 

().—And the only distinction is that 
this is on the back of the policy? A. 
—No, I don’t look at it as an endow- 
ment policy in any shape or form. 

(.—There is the policy any way and 
I will put it in as an exhibit. (Filed 
as Exhibit 324.) Is there any reason 
why, if you put up the reserve, you 
should not have the right to issue 
endowment policies? A.—I think we 
should have the right. I don’t think 
there should be any restriction to is- 
sue endowment policies. 

Q.—I suppose that would come in 
the same way as the other clause in 
the section, it was something you had 
put in originally and then never 
changed afterwards? A.—I did not 
put that in. It was our solicitor who 
drew the bill. 

Q.—I see you have that clause in 
the bill as the Association drew it? 
A.-—Yeés. 

Q.—If you had then anticipated that 
you were going to put up the reserve 
you would have asked for endowment 
privileges as wellP A.—I think the 
probability would have been this; if 
you notice in our Act of Incorporation 
we were relieved from putting up a 
deposit with the Dominion Govern- 
ment of $50,000. Now had we had 
that $50,000 to have deposited with the 
Dominion Government we should have 
endeavoured to have gone further than 
we did. If it had been to-day, when 
we could put up the $50,000, we would 
be willing to do it. 

Q.—You were relieved of depositing 
$50,000 in cash because it was a finan- 
cial impossibility for you to deposit 
it at that time? A.—Yes, we hadn’t 
got it. 

Q.—And by reason of that your priv- 
ilege to get out and carry on the in- 
surance business commercially, as 
others were doing, was limited? A.— 
Yes, restricted. 


(.—If you had been able to put up 
the $50,000 deposit you probably would 
have come under the ordinary Insur- 
ance Act as to your right to issue poli- 
cies? A.—Yes, under the ordinary In- 
surance Act. 

Q.—You in no way restrict the right 
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of the insured to designate the bene- 
ficilary? A.—No. 

Q.—It need not be for his wife or 
any person dependent on him, if he 
chose to name some person else? A. 
—He can designate who he likes. For 
instance, by will. 

Q.—Have you held real estate under 
this Act, section 4? A.—No, we have 


no real estate. Not under the In- 


surance Department. 

Q.—Not in the Insurance branch? 
A. No; 

Q.—You have real estate in some 
other branch? A.—Someof the Courts 
hold real estate in their own right. 


Q.—Does the Insurance branch in 
any way treat itself as being a tenant 
or owner of any property? A.—No, 
we are only a tenant of where we have 
our office. 

Q.—Does it pay any rent? A.—No. 

Q.—That is only one respect I sup- 
pose in which the insurance branch ob- 
tains a good deal of assistance in the 
way of expenses from other branches? 
A.—Yes. 

Q.—Its rent is paid; I suppose a 
good deal of the clerical assistance is 
paid? A.—Yes, my salary is paid. 

Q.—Your salary i is paid siuiels out- 
side of the insurance funds? A.— 
Yes. 

Q.—So it enables the Ancient Order 
of Foresters to keep down its insur- 
ance expenses in that way? A.—Yes. 


‘Q.—We will take that up probably 
more fully when we come to the load- 
ing on your premiums. Then there is 
a provision as to the property of each 
branch being only liable for the debts 
and engagements of such branch. Has 
anything ever turned on that clause in 
actual experience? A.—No. 

Q.—Never had any reason to rely on 
it or consider it? A.—No. 

Q.—Have any of your Courts ever 
been closed up, insolvent? A.—Not 
insolvent. They have gone by removal 
of members, and so on, from one place 
to another. 

Q.—But always paid their debts? 
Anais Viae 

Q.—Section 6 is your clause as to 
investment of funds. Does that clause 
govern you or do you think you come 
under section 50 of the Insurance Act? 
A.—We come under the Insurance Act 
for the insurance funds, there is no 
doubt about that. 

Q.—You hone there is no doubt 
about it? A.—Wel!, I hope so, at any 
rate. 
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Q.—Because this section is very nar- 
row, is it not? (Reads section 6.) 
A.—I don’t think we have anything 
outside that. 

Q.—You have stock in one loan com- 
pany? A.—We have stock in a loan 
company, yes. 


Q.—There is no provision here for 
stock in a loan company? A.—Well, 
that stock was purchased before I had 
anything to do with it, and before we 
were incorporated, somewhere about 
1890, I think, under the Board of 
Directors. 

Q.—It was an asset this Association 
had when it came under this Act? 
A.—Yes. 

Q.—And the investment has been 
continued ever since? A.—Yes. 

Q.—Stock in the Huron and Erie 
Loan and Savings Company? A.— 
Yes. 

Q.—It has been a profitable invest- 
ment? <A.—Yes. 


Q.—Are there any persons connected 
with your Association as officers who 
are officers of the Huron and Erie 
Loan Company? A.—No, sir. 

Q:—Or any of the other companies 
whose debentures you have? A.—No. 

Q.—Because you have debentures of 
the Huron and Erie as well as hold- 
ing stock in the company? A.—Yes. 
No officer of ours is in any way con- 
nected with any company that we have 
any insurance or investments with. 

Q.—How much stock have you with 
the Huron and Hrie ? A.—Forty-three 
shares. $4,750 is the face value. 


Q.—But the market value would be? 
A.—About $8,000. 

Q.—Is the market value more or less 
than you have been carrying it in your 
reports? A.—The market value is 
more than we have been carrying it. 

Q.—You have not been taking credit 
for the whole market value? A.—No. 

Q.—You have been putting it in on 
a conservative valuation? A.—Yes. 

Q.—Would you consider now that 
you had the right to invest in that 
Huron and Erie stock if the matter 
came up for consideration nowP A.— 
Well, under the Insurance Act, if we 
take under the Insurance Act of the 
Dominion, I think we would have. But 
I think if we were buying stock we 
wonld consult a solicitor. 

Q.—Why, you might not be more 
apt to be right in that way than by 
taking vour own view? You do the 
actuarial work? A.—Yes, most of it. 

Q.—Why not attend to the legal as 
well? Then, section 50 of the Insur- 
ance Act was passed the next year, 
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was it not, 1899? A.—I think it 
was, 

Q.—And then your Act contains 
this provision: ‘‘So long as the Society 
complies with the provisions of this 
Act and of-the Insurance Act, so far 
as applicable, or hereafter made ap- 
plicable, the Society shall not be fe- 
quired to make any deposit in order 
to entitle it to a license under the 
Insurance Act.’? You think, under 
that clause, that that gave you a right 
to take advantage of Section 50 of the 
Insurance Act as to investments? A. 
—That is my idea. 


Q.—Because Section 50 does not pro- 
fess to affect the private act of any 
company, but is in addition to its 
rights under its private Act. There 
may be a point there, but the section 
that governs your investments is not 
nearly so broad as Section 50 of the 
Insurance Act? A.—No. 


Q.—It has been broad enough for 
your purposes except with respect to 
this stock in the Huron and Erie? 
A.—Yes. 


Q.—Your investments have not 
changed much? A.—No, the only 
change was that made when $10,000 
of debentures fell due of the Dominion 
Permanent Loan and Savings Com- 
pany they were immediately re-invest- 
ed in Calgary Debentures. 

Q.—Having received the money on 
those debentures you re-invested it in 
other debentures? A.—Yes, then 
there was also $5,000 invested in Ken- 
ora debentures. 


Q.—Then you have not sold any of 
your securities? A.—No. 

Q.—Every security you have taken 
you have held until it matured or else 
you still hold it? A.—Yes. 

Q.—There has been no buying of 
stocks? A.—No. 

Q.—Not a single chance? A.—No, 
there has been no buying of stock. 

Q.—Any loans to any of the officers? 
A.—No loans to officers. Loans to 
members. 

Q.—On policies? A.—Yes. 

Q.—In any other way than on poli- 
cies? A.—No. 

Q.—Your policies, I suppose, pro- 
vide they shall have the right to loans 
on them? A.—Yes. 

Q.—And then you have a form of 
loan agreement with them? A.—Yes. 

Q.—What rate of interest do you 
charge those members on their loans? 
A.—6 per cent. They are only small 
loans, $60, $12 and so on. We find 
that members take advantage of that. 
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We find it advantageous to advance 
loans on the policies to members es- 
pecially in the winter time; they are 
hard up and they come and borrow 
$12 $15 or $25 and in the spring they 
pay it back with the interest. It has 
been a benefit to the members in that 
way. 

Q.—Then there is a provision in the 
Act under Section 7, for dissolving 
branches? A.—That is if Courts get 
out of existence. 

Q.—By means of members leaving 
and the Court falling into decay? 
A.—Yes, take Regina; we had several 
members there and some have gone to 
Calgary and others elsewhere, so that 
the Court is really out of existence, 
but there are no debts. 

Q.—The Insurance funds have never 
in any way been saddled with any 
expense in connection with those 
Lodges? A.—No. 

Q.—You do not insure any man un- 
less he joins your Association? A.— 
Unless he becomes a member. 

Q.—Can he become a member for the 
purpose of the insurance only? A.— 
Yes sir. ; 

Q.—That is for the financial bene- 
fits? A.—Yes. 

Q.—Supposing a man belongs to a 
lodge or a court in Regina, you gave 
us as ala instance, and the Court 
breaks up and is disbanded, is his 1n- 
surance continued? A.—Yes, he 
sends his premium to the head office 
and we send his receipt to him. It 
does not affect the insurance. 

Q.—Does that man contribute any- 
thing to cover the general expenses 
which should be properly paid by the 
insurance but which is not paid by 
reason of being part of a large or- 
ganization? A.—No sir, he only pays 
his insurance premium. 

Q.—Then, supposing he joins for the 
purpose of being insured merely, to 
what extent does he pay towards gen- 
erall ‘expenses, over and ‘abbve - his 
premiums? A.—He pays $1 a year 
towards the management of the court. 

Q.—Do you think that is a fair share 
to pay? A.—Oh well, I don’t know. 
I don’t know that he should be charg- 
ed anything, an honorary member. 

Q.—You would treat him ag an hon- 
orary member? A.—Yes. 

Q.—Joining for the purpose of get- 
ting the insurance? A.—Yes. 

Q.—And $1 is added to his prem- 
ium every year? A.—No, not added 
to his premium. He pays that to the 
court. 


Q.—$1 is added to what he has to 
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pay? A.—Yes, he can pay it or not. 
That is a local matter. 

Q.—Is it not obvious that if your 
salary and rents and all these matters 
of expenses are not charged to the 
insurance funds, that every person 
that is in that insurance fund, and 
getting a benefit from it, should con- 
tribute towards these general expen- 
ses? A.—Most decidedly, I think the 
beneficiary fund should pay its own 
expenses. 

Q.—Do you think the beneficiary 
fund is not being saddled with its 
fair share of expenses? A.—I don’t 
think so. 


Q.—Is that a matter that has been 
discussed? A.—Yes, we have discuss- 
ed many a time. If you notice in the 
general law a provision is made for 
all payments in respect of the bene- 
ficiary fund being paid out of that 
fund. I brought that-up in regard 
to my salary. I wanted to be paid 
for the beneficiary fund, out of the 


insurance monies. However, they 
never listened to me. 
Q.—Why did you want that? Was 


‘there any personal element (there? 
Did you think your salary would go 
up a little more rapidly in the in- 
surance branch? A.—No, I think my 
salary was too small as it was. 


Q.—You: thought there should be 
something paid out of the insurance 
fund to you? A.—Towards an in- 
crease of salary. 

Q.—And that has never been done? 
A.—No. They made me a grant of 
$400 for 4 years at the last High 
Court Meeting. 

Q.—You speak of that as if it was 
an insignificent amount?. A.—Well, 
I did not think it was a sufficient re- 
turn. 

Q.—Do you print all your by-laws, 
rules and regulations on your certi- 
ficates as Section 9 requires that you 


shal A.—No they are not all 
printed there. They were curtailed 
in 1901. 


Q.—What do you mean by curtail- 
ed? A.—Only the law as affecting 
the beneficiary fund. 

Q.—Some rules? A.—Yes. 

Q.—Are these all the rules that 
govern the man that is insured? A. 
—Not as they are printed in the gen- 
eral laws. 

Q.—Then what is he governed by, 
the rules that are here or in the gen- 
eral law? A.—The rules that are 
there. They are the principal ones. 

Q.—This section says that every per- 
son shall receive a policy of certifi- 
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cate of membership on which shall be 
printed the by-laws, rules and regula- 
tions relating to membership or to 
conditions of membership and so long 
as such conditions are complied with 
he shall remain a member of the 
Society and enjoy all the benefits and 
privileges of membership? A.—Well, 
you see he gets a copy of the by-laws 
with his certificate. 

Q.—But this says they 
printed on his policy or certificate and 
it is only the rules on his policy that 
he is bound by, apparently, because 
it says, so long as such conditions are 
complied with he shall remain a mem- 
ber? A.—I think if you will read 
them you will find all that affects the 
membership is printed there. The 
other rules affect myself and officers, 
the courts and so on in regard to re- 
mittances and so forth. 

Q.—These seem to be rules relating 
to insurance rather than the rules of 
your organization regarding the in- 
surance branch? A.—The rules of in- 
surance, yes. They are copied out of 
the general laws but they are the only 
laws that really affect the members, 
you will find. 

Q.—Then Section 10 is a section that 
provides for the reserve (reads this 
section). That section provides for a 
reserve on future policies and not on 
_cld policies, doesn’t it? ‘‘Issued after 
the passing of this Act.’? A.—We put 
up reserves on all of them. 

Q.—You were required, under this 
Act to put up the reserve merely on 
the new business? A.—On the new 
business. 

Q.—Why did you put up a reserve 
on the old business? A.—When the 
Act of Incorporation was passed there 
were two funds, A and B. A consisted 
of the members of the old beneficiary. 
fund, only, before the Act. B con- 
sisted of those members who joined 
since the Act. The Executive Council 
thought that if we were to be re- 
stricted to fund’ A that the old mem- 
bers, the fund belonging to them under 
fund A, would be soon eaten out and 
we would be gone up in smoke; and 
so at the next High Court meeting 
the matter was brought up and refer- 
red to a committee to. transfer all 
members from fund A to fund B. 

Q.—That is the explanation I ex- 
pected you to make. That is to say 
while the Act required you to keep a 
reserve on new policies only, that the 
necessity of the case drove you to 
transfer the old members to some other 
method whereby they wou!d be pro- 
tected? A,.—Yes. 


shall be. 


oe 
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_Q.—Otherwise the first of them that 
died would be paid and the fund would 
be eaten up to the loss and detriment 


of the persons who survived in that 
class? A.—Yes. 

Q.—That is to say when you com- 
menced working under this Act you 


would cease bringing in any new blood 
into the old Fund A? A.—Just so. 


Q.—It would become a set body of 
persons not subject to change except 
by deathP A.—Just so. 


Q.—Then not having a sufficient 
fund to pay off these persons, the last 
ones that died would not be paid their 
insuranceP A.—No, they would not 
get anything at all. 

Q.—That was one way of looking at 
it. On the other hand if the persons 
in Fund A were to be protected as 
between themselves they would all have 
to pay premiums advancing in amount 
very rapidly by reason of their age? 
A.—Yes. i 

Q.—If they were to be paid by rates 
from themselves, or else they had to be 
transferred to Fund B, on some equit- 
able basis? A.—yYes. 

Q.—Then do you think that it is 
possible to work out a plan to transfer 
an assessment society to a regular re- 
serve association, leaving part of the 
business assessment and the new part 
with a full reserve? A.—Leaving 
which. 

Q.—lIs it possible to change from an 
assessment company to an ordinary 
company with the full reserve by leav- 
ing part of its old business on the 
assessment plan? A.—Oh, no. 

Q.—Apparently your Act contem- 
plated that that might be done? A.— 
Yes, allowed us to do that. 

Q.—The general provision of the In- 
surance Act, I suppose you are aware, 
contemplates that? A.—No, I didn’t 
know that. 

Q.—It contemplates that the new 
business shall be on the reserve basis 
and there has been discussion as to 
that not being practical to work it out 
in that way, and you think it is not? 
A.—Not if it keeps part assessment 
and part with a reserve. 

Q.—You say when this matter came 
up it was referred to the Executive 
Committee to deal with in some way 
so as to get all persons in Fund A 
transferred to Fund B? A.—Yes. 

Q.—That is in the 799 Minutes? A. 
—Yes. 

Q.—I notice at the end of Section 
10 there is a clause about valuing poli- 
cies. I suppose that does not affect 
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your method of valuing policies; you 
value them just the same as you would 
if you were an ordinary company, do 
you not? A.—Yes. 

Q.—For instance, this semi-endow- 
ment policy? A.—Prior to 1900 we 
valued at 4 per cent. and the others 
we have valued since that time at 33. 


Q.—You have valued the new busi- 
ness at 34 and you have not changed 
the old? A.—We were allowed 43 but 
we brought it up to 4 per cent., which 
is a benefit to the members. 

Q.—Did you commence that business 
at 4 per cent.? A.—The first year 
we valued at 44, afterwards at 4. 


Q.—Are you doing anything now to 
get ready for the complete change in 
reserve to 33? A.—It will take us 
some little time. We have so many 
old members that we have to consider 
and it will be slow. 

Q.—Do you mean to say that your 
death rate will be high? A.—The 
death rate must be high for a time. 

Q.—Until you bring in new mem- 
bersP A.—Yes. 

Q.—A good deal of the business you 
had will pass off your books before 
the time comes to change it to 3}? 
A.—Yes, I think so. 

Q.—Can you say what percentage 
that was in force at the passing of 
the Act will remain in 1915 when you 
must have the change completed? A. 
—-No, I have never considered that, 
but I know that all our deaths with 
the exception of two since ’98 have all 
been old members of Fund A, that 
shows the necessity of change. 

Q.—It shows the necessity of the 
change you name? A.—Yes. 

Q.—You did not make it any too 
soon? A.—Not any too soon. 

Q.—Then there is a provision in sub- 
section 2 that you must keep separate 
books and keep the Funds A and B 
separate. Have you done that? A.— 
Yes, we did that up to the time of 
the Act of Incorporation. 

Q.—Did you succeed in getting all 
your members transferred from Fund 
A to BP A.—Yes, all but those who 
did not take any option at all. 

Q.—And those who did not take atty 
option, how many of those remain? A 
—Not a very great many. 

Q.—What condition are they in now 
with regard to the Association? A.— 
They are out of the Association now. 

Q.—All the persons that are still 
members of the Association are in 
Fund R?. A.—Are in Fund B. 

Q.—There is no Fund n left? A.- 
No Fund 4A at all. . 
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Q.—Then you were required when- 
ever called on by the Minister of Fi- 
nance to send in returns. Do you 
send in a return each year? = A,— 
Annually. 

Q.—Just the same as ordinary com- 
panies? A.—Yes. 

Q.—Has there been any discussion 
of putting up the deposit with the 
Government as required by Section 12 
and enlarging your powers? A.—We 
have talked amongst ourselves about 
it, but not generally. The Executive 
Council speak about -it among them- 
selves, and some think it is desirable 
and others think it is not. We are 
perfectly willing to do so. 

Q.—Then you made a report on that 
Act and the causes that led up to it 
at the meeting in 1899? A.—Yes. 

Q.—And that is given at pages 78, 
79 and 80 of the 1899 book. That sets 
out what we have gone over regarding 
the Quebec legislation? A.—Yes. 

Q.—At page 79, what do you mean 
there by the reference to the special 
Act, which was against the policy of 
the present or preceding Governments 
to support or encourage; were you re- 
ferring to an Act enabling you to carry 
on assessment business without any re- 
serve? A.—I presume so. 


Q.—And that you understood and 
believed to be against the policy of the 
Government? A.—No doubt about it. 

Q.—Then you refer to the discus- 
sion with Mr. Fitzgerald, the Super- 
intendent of Insurance, and the report 
he made and the proposition was fin- 
ally accepted in the form of Section 
10. Now you say that that report 
came before the meeting for that year 
and at page 81 there is a motion that 
the action taken by the Executive 
Council on the matter of the Charter 
of Incorporation was in the best in- 
terests of the Order? A.—Yes, that 
was carried, 

Q.—The action was approved, Was 
that what you refer to as being the 
resolution that delegated the matter 
to the Executive. Council? A.—That 
is right. Changing from Fund A to 
Fund B. 3 

Q.—Then there was a Beneficiary 
Committee appointed that year? A.— 
Yes, a committee of the High Court. 

Q.—What were its duties? A.—To 
consider matters in connection with 
the Beneficiary Fund. 

Q.—And report to the High Court? 
A.—Yes, during its sittings. 

().—Then that Beneficiary Commit- 
tee made a report which appears at 
page 110, and that report was adopted 
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at page 104. That left the working 
out of the details of the scheme to 
the Executive Council? A.—Yes. 

Q.—Then there is a second report of 
the Beneficiary Committee. Those two 
resolutions were both adopted unani- 
mously? A.—Yes. 

Q.—Then at page 117 in the same 
book is the scale of rates that was 
adopted. First? A.—Yes, 

Q.—So that at age 25, which is one 
of the ages we took before, your rate 
then became raised to $1.19? A.—Yes. 

Q.—And at 35 $1.58, and at 44 
$2.18? A.—Yes. | 

Q.—So that your rates under this 
Act, according to the schedule then 
prepared, exceeded the rates that you 
were required to levy by the Quebec 
Act? A.—Yes. 

Q.—Your private rates had been 
lower and now you put them higher 
than the Quebec provision? A.—Yes. 

Q.—That covers then everything 
that you did in 1899 in preparation 
for getting your company on the full 
reserve basis? A,—Yes. 

Q.—Then between 1899 and 1901 

there was no other meeting of the 
High Court? A.—No, there was no 
meeting of the High Court. 
. Q.—You were given until the Ist 
November according to this resolution 
to get the members from Fund A into 
pone B on some equitable basis? A. 
=—Yes. 

Q.—That resolution was passed in 
August, 1899? <A.—Yes. 

Q.—That was altogether too short a 
time, was it not? A.—It was too 
short a time, we could not get the 
work done. 

Q.—It would be impossible to get 
it done in that time? A.—We ex- 
tended the time for the members. 

Q.—The Committee itself extended 
the time? A.—Yes. 

Q.—Until when? A.—Some of them 

February and March. 
'Q.—Then the next reference to the 
matter appears in the book of 1901 
at page 10, where the High Chief 
Ranger reports on what you have done 
in the interval? A.—Yes. 

Q.—And he there sets out the op- 
tions vou gave the members of Fund 
Aas to changing to Fund BP A.— 
Yes. 

_ Q.—He refers at the bottom of page 
10 to the necessity for the Executive 
Council devising ways and means by 
which the members of Fund A might 
be transferred to Fund B, and have 
certain options placed before them for 
their consideration and acceptance. 
This was after a great deal of con- 
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sideration and hard work accomplish- 
ed. Then that was approved of and 
the report sets out the options. (Reads 
Option No. 1.) A.—That was by 
way of reduction of premiums. 

(.—There were four options set out 
that were given to the insured? A.— 
Yes. 

Q.—It was a choice of methods by 
which he would have the benefit of the 
accumulation that you had of some 
$30,000? A.—His share, yes. 

Q.—Can you tell me by what method 
you distributed to the different mem- 
bers their fair share of that accumu- 
lated surplus of $25,000 or $30,000? 
A.—That matter was left in the hands 
of Dr. Secord. 

Q.—Probably Dr. Secord will tell us 
here. I do not know that it will be 
necessary to get more from him than 
just as we go along. How was that 
divided, Dr. Secord? (Dr. Secord an- 
swers until a change is indicated.) A. 
—That was the accumulated reserve. 
It was apportioned among the mem- 


_bers and then the required Govern- 


ment reserve was reckoned and a per- 
centage of, I think, 20 per cent. was 
found; that 20 per cent. of the requir- 
ed reserve could be made among the 
members. 

Q.—Let me see if I understand you. 
You first divided the actual surplus 
that you had amongst the members 
and apportioned it to them. On what 
basis did you do that? A.—In round 
figures, if J remember correctly, there 
was some $32,000. It was considered 
that a certain portion of that would 
be required to pay for the extra death 
rate which would be experienced be- 
cause of the fact that these members 
were being taken into Fund B with- 
out examination ‘at the time; there 
would be:an extra mortality. So a 
certain portion it was considered it 
was advisable to set aside for that 
purpose. There were some accrued 
liabilities to meet and there were the 
expenses of the transfer to meet. The 
reserve required by the Government 
standard was reckoned according to 
the attained age of each member. Then 
the reserve was reckoned according to 
the age of each member, of what the 
valuations after these sums which had 
been set aside and required would 
amount to, and it was found that that 
would be practically in round figures 
20 per cent. of the required reserve, 
so that 20 per cent. of the required 
reserve was distributed among the 
members. 
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Q.—That is, as I understand you, 
having ascertained what every pol- 
icyholder or every member’s share of 
the proper Government reserve would 
be and then what his proper share 
of the actual surplus you had in hand 
after setting apart certain monies for 
certain purposes, you found you had 
about $1 out of every $5 there for 
him? A.—Precisely. ‘ 

Q.—And that he had to raise $4 
out of $5 to make good his reserve 
to the Government? A.—That is one 
way of putting it. 

Q.—It had to be raised in some 
way? A.—Oh certainly, he had to 
come up to the standard. 

Q.—And he was about 1-5th of the 
way towards the standard by reason 
of the accumulation you had for him 
already? A.—yYes, which he got the 
benefit of. 

Q.—I suppose if he did not take 
one of those four options he did not 
get the benefit of that surplus money 
you had? A.—He simply became a 
lapsed member. 

Q.—Was there any option given to 
him to pay increased rates merely, 
separate from these four options in 
here? A.—There would be no_ pos- 
sible reason for that, because if he 
did pay the increased rate required, 
he would be given the benefit of the 
amount of reserve he had accumulated. 

Q.—In fixing that increased rate? 
A.—Precisely. 

Q.—But. I mean to say everything 
that was presented to the man was 
in these four options? A.—Yes. 


Q.—This circular that was issued 
to the members will be Exhibit 325 
(Read and filed as Ex. 325.) The 
four options are set out here so that 
in addition there was a_ notification 
to the member that if he did not take 
one of these four options that he 
would have to pay these increased 
rates. Isn’t that right? ‘‘Under this 
regulation your contribution at age 
next birthday will be so and so unless 
advantage is taken of one of the fol- 
lowing options.’”’ Was not that an 
intimation to him that he had to pay 
the increased rates then adopted any- 
way and if he did not take advantage 
of one of these options he would lose 
his interest in that surplus? A.—It 
reads that way. It is presumed that 
he would be given notice that his 
monthly rate would be $3 in that par- 
ticular case, but the fact is that the 
reserves were made up for every in- 
dividual case and consequently even 
without his specifically accepting an 
option I presume that his account 
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would go in with the benefit of the 
reduction of the premium. 

Q.—That is not the intimation that 
is given to himP A.—No. 

Q.—The intimation that is given to 
him that unless he takes adavantage 
of one of these options he practically 
loses his interest in that surplus fund? 
A.—It is hardly reasonable to sup- 
pose that a man would do that, that 
he would continue paying the amount 
required. 

Q.—That practically means that he 
has to take one of the options if he 
is going to continue? A.—I should 
think so. 

Q.—Was not that the object of . 
putting it that way, so that there 
would be on the face of it a substan- 
tial advantage to him to take one of 
the options? A.—I would think so. 
There was no recourse; the High 
Court made the rate and the member 
had to pay it; now if there was any- 
thing at the credit of the member he 
would get the advantage of it. 

Q.—Although it was brought about 
by the Act requiring the reserve, still 
the rates having been changed they 
were at once changed for old and new 
members both? A.—Yes. 

Q.—And then you told him, now you 
must pay these new rates but if you 
choose one of these options you will 
be given a certain allowance or con- 
sideration by reason of your interest 
in the surplus funds of the associa- 
tion? A.—Yes, given that advantage. 

Q.—That is your understanding too, 
Mr. Williams? A.—Yes. 


Q.—Dr. Secord (continues.) It 
practically means that he had a cer- 
tain sum to his credit in the old re- 
serve. Now he is given credit for the 
sum that that would buy an annuity 
for. 

Q.—If that would buy an annuity of 
22 cents that is taken off his prem- 
ium? A.—Yes. 

Q.—It is a method of giving him 
credit for the surplus money by way 
of reduction in his premiums? A.— 
Yes. 

Q—I't is w charge against the 
amount payable under the certificate? 
A.—Precisely. 

Q.—It figures out in this way; 
amount of certificate, $1,000; then 
take the standard reserve, $177.54 in 
this particular case and the share of 
the accumulated reserve being $35.52, 
leaving a balance of $142.12, and that 
amount is made a len or a charge 
against this $1,000 certificate? A.— 
Precisely. 
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Q.—Making a balance of $857.88. 
And then on that you charge interest? 
A.—Interest on the lien. 

Q.—His old rate of contribution at 
age 38 was $1.75; the interest on the 
lien would be 60 cents and his net rate 
payable monthly $2.35? A.—yYou get 
the net rate. 

Q.—That would be the new rate of 
contribution at age 88, wouldn’t it? 
A.—Yes. 

Q.—You take the new rate, add to 
that the interest on this lien and this 
gives you the monthly rate he pays 
and at the end of the time the amount 
of the lien is deducted from the certi- 
ficate? A.—Precisely. 

Q.—The third option is to continue 
payment on the original rate and re- 
ceive certificate for such amount as 
rate paid and share of reserve will 
purchase at the new rates. What 
does that option mean? A.—It meang 
that he gets just what insurance his 
rate will pay according to the new 
rates, although he is paying the old 
rate. 

Q.—Assuming that the man does not 
want to pay out any more money than 
he has been paying in the past, you 
say to him, we will give you credit 
for your share in this old reserve and 
_ having given you that and you con- 
tinuing to pay the old premium, we 
will give you just what fnsurancd 
that is worth on the new standard? 
A.—Precisely. 

Q.—Then option 4: What does that 
option involve? A.—It simply gives 
him a paid up policy, I think it was 
for 80 per cent. and then it drops out. 

Q.—The same way as your policies 
are now; if a man wants to drop out 
he does so, taking a certain value in 
cash or a paid up policy? A.—Pre- 
cisely. 

Q.—Those are practically all the 
options you could offer him? A.—I 
I don’t know of any more. 

Q.—Up to that time he was subject 
to a raise in contribution at any time? 
A.—Yes. 

Q.—And you had a right to put 
these new rates on him? A.—The High 
Court said so. 

Q.—That was not questioned was it, 
by any of your members? A.—No. 

Q.—Then you said, the new rates 
are applicable to your case but in 
order to get you committed to a cer- 
tain way of dealing with your case 
we set out the different methods in 
which the present reserve will be 
treated for your benefit? A.—Yes. 

Q.—Did most of the members take 
one or other of the options, Mr. Wil- 


Ancient Order of Foresters, 
(Wm. Williams, Ex’d.) 


liams, at once? (Mr. Williams now 
answers.) A.—Yes, most of them. 

Q.—Those that did not take one of 
those four options and did not pay the 
higher premiums, their policies would 
lapse? A.—Yes. 

Q.—Had they a certain value at tha; 
time under your formed system? A. 
—No. 

Q.—So everything that fell into the 
company or the association by reason 
of that surrender was profit? A.— 
Well, it all came into the general 
fund. I cannot say that it was profit. 

Q.—It did not go back? A.—WNo. 

Q.—Those that gave up their insur- 
ance lost it allP That was a hard- 
ship on them? A.—I think so. 

Q.—Could that have been obviated 
in any way you know of? A.—Not at 
the rates they were paying. 

Q.—What do you mean by that? A. 
—Well, they were paying a rate that 
did not allow of putting up a reserve 
to meet the liability. 

Q.—What I am trying to get at is, 
from the result of your experience in 
going through this transaction and 
getting your old policyholders trans- 
ferred from one class to another, 
whether in any way the method of dv- 
ing it could have been improved on 
in order to save those people who 
dropped out? A.—I don’t think so. 
There were very few who had much 
at stake. The principal ones who had 
money at stake stayed with us, men 
of 40 to 65 years of age stayed with 
us. It was only the younger members 
who dropped out and very few even 
of them. 

Q.—So that substantially this was 
accepted by the members? A.—Yes. 

Q.—After a good deal of grumbling, 
I suppose? A.—Oh well, of course, 
there was grumbling at the change, 
but not after it was explained. 

Q.—I see that after this meeting of 
1901, you remember how they dealt 
with you? A.—Yesr. 

Q.—They passed a vote of censure, 
practically, did they not? A.—Well, 
pretty nearly. 

Q.—The Beneficiary Committee of 
that year passed a resolution at page 
114 of this book of 1901, Exhibit 323. 
The first paragraph is a rather force- 
ful way of putting it? A.—Yes, but 
that report did not carry. 

Q.—Then report No. 2 appears at 
page 113 and ,that report carried? 


‘A.—Yes, but then there is another re- 


port. They brought in another report 
and it was referred to the High Court 
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solicitor, Mr. Jeffrey, of London, to 
bring in a scheme. 


(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., July 9th, 1906. 

Examination of Mr. Williams con- 
tinued : 

_Q.—After the report of the Benefi- 
ciary Committee that I read before 
adjournment there was another report 
put in by the same Committee, I read 
to you a portion of the two? A,— 
Yes. 

Q.—There was a _ previous report 
sent in by the same Committee; that 
dealt with your recommendation, you 
remember? A.—Yes. 


_Q.—“Your Committee having con- 
sidered the Permanent Secretary’s re- 
port referred to them,” etc. (Reads 
report of Committee on page 84 of 
Exhibit 322.) That reference to the 
Courts meant the local Courts of your 
organization of course? A.—In refer- 
ence to the Local. 

ae ee report or recommendation 

you sent in is given at page 16 i 

book P AE oo cf See 


Q.—And there you made some re- 
commendations as to the conduct of 
the Insurance Branch of the business? 
A.—Yes. 

Q.—You say at page 16, “I would 
recommend,” etc. (Reads recommen- 
dation.) Then the report includes a 
copy of the Act at page 16, and you 
go on at page 20 with your recom- 
mendations? A.—Yes. 


Q.—And you recommend some rules 
for the fund, including the following: 
‘fAll applicants shall make application 
on the form provided,’”’ etc. (Reads) 
Then you give a schedule of rates you 
recommend; you give rates for differ- 
ent kinds of policies? A,.—Yes. 


, Q.—Was that recommendation sent 
in by you as the result of a conference 
with the other officers or was it your 
own initiative? A.—A conference with 
the Executive Council, but it was my 
own view. 

Q.—But it meant with the approval 
of the Executive Officers first? A.— 
Yes. k 

Q.—The apparent object of these re- 
commendations would be to get into 
the insurance business a little more 
generally than you had been ? A.— 
Yes, so that we could have more con- 
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trol, and the members of the Fund 
could have more control of the fund. 

Q.—The members of that branch 
would have a distinct, separate con- 
trol of their own fundsP A.—Yes. 

Q.—Entirely separate from the Ix- 
ecutive Council? A.—Entirely sepa- 
rate from the Executive Council. 

Q.—The only bond between the two 
being the two members of the Execu- 
tive Council on this CommitteeP A. 
—Yes. 

Q.—Had anything occurred prior to 
the making of that report to cause 
you to think it would be advisable to 
have an entire separation such as 
that? A.—My only idea of the sepa- 
ration was that the members should 
have more control of the fund and act 
on their own behalf. 

Q.—Why did you think that? A.— 
Because of the High Court meeting the 
Sick and Funeral members and the 
Beneficiary members are so mixed up 
that the Beneficiary members do not 
have control of the funds. 

Q.—Do not have a separate control; 
you thought it would be better to have 
complete separation? A.—I thought so. 

Q.—Had you not in your mind as 
well as that you would develop a larger 
insurance business? A.—No doubt of 
that. 

Q.—Beneficial only from an insur- 
ance gtandpoint, and not beneficial 
particularly to the Order as a whole? 
A.—Oh I thought it would benefit the 
Courts by having more members come 
into the Courts. 

Q.—But they would become members 
according to your scheme for the pur- 


‘ poses of the insurance only? A.— 


Hither that or both. 

Q.—It would all tend to widen your 
sphere of influence you thought at 
any rate? A.—Yes. 

Q.—Had it anything to do with any 
threatened use of insurance moneys for 
other purposes? A.—WNo, sir. 

Q.—Has there ever been any dis- 
cussion or attempt to divert the funds 
of the Insurance Branch? A.—No, 
gir. 

Q.—Not at all? A.—No, sir. 

Q.—What distinction would there be 
had vou established this Court for 
Beneficiary members only from the 
present method—I thought you told 
me this morning that under the pre- 
sent scheme they can become members 
for the purvoses of insurance only? 
A.—Yes, and then they would be mem- 
bers of a Court that was composed of 
Sick and Funeral members and Bene- 
ficiary members combined. 
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Q.—That is the way they are now? 
A.—Yes, but in this case they could 
institute the Court for the sake of the 
insurance only. 

Q.—And have nothing to do with 
the Sick and Funeral Department at 
allP A.—Yes. 

Q.—But under your present scheme 
a member can take the insprance with- 
out taking Sick and Funeral Benefits? 
A.—If the Court agrees to take him 
in as a member. 

Q.—As a limited member—I think 
seu call it an honorary member? A.— 

es. 


Q.—Has that method of conducting — 


the business been open to objection 
from your standpoint? A.—No, I think 
not. 

Q.—But you thought you would lay 
down a general rule that would be 
applicable to all Courts, that they 
could have this Beneficiary Court if 
the parties desired it? A.—Yes. In 
the City of Toronto they have some ten 
or twelve Courts that are Sick and 
Funeral members and _ Beneficiary 
members combined; there are several 
members that do not care about tak- 
ing the Sick and Funeral Benefit, do 
not require them, but they like the 
social part of the Order, and they com- 
bine themselves into a _ Beneficiary 
Court for the insurance and the social 
connection with the other Courts in 
visiting and so on. 

Q.—Has that worked out in that 
way in actual practice, have you at 
the present time Courts— A.—For 
Beneficiary members only? 

Q.—Yes? A.—Not now, there was 
one at Regina, now they are spread 
since the formation of the two Pro- 
vinces, they have scattered. 

Q.—Have you insurance for juvén- 
iles from five to eight years of age? 
A.—Not at present. 

Q.—So that would be an innovation 
at that time? A.—Yes. 

Q.—And you would have this insur- 
ance $25 or $250? A.—Up to $259 
according to age. 

Q.—A sort of industrial business ? 
A.—A kind of industrial business, 
tending to thrift. 

Q.—Have you investigated the ex- 
pense of organizing these industrial 
insurance branches? A.—No, sir, I 
never went into the matter because 

we have never had occasion to do sn 
~  Q.—One might think that you would 
have done that before making the re- 
commendation? A.—When I say I 
have not gone into the whole matter 
I took up some of the English Indus- 
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trial Societies and looked through 
them but not to lead me to— 

_ Q.—This scheme of yours would have 
involved weekly or monthly collec- 
tions? A.—Yes. 

Q.—Do you still think the Ancient 
Order of Forresters should go into this 
class of business? A.—I think it 
would be a good thing for the young 
people. 

Q.—You lay down some rules, and 
one of the rules would be a medical 
examination; do you not have medi- 
cal examinations now? A.—Yes. 

Q.—What change would this rule of 
yours involve then? A.—I do not 
think it would make any change. 

Q.—I thought you had full medical 
examination? A.—Yes. 

Q.—Then why did you propose the 
rule? A.—To complete my recommen- 
dation of the whole thing, to make 
the scheme complete. 

Q.—And then you elaborate a num- 
ber of hazardous risks and so on? A. 
—Yes. 

Q.—For which extra premiums 
should be charged? <A.—yYes. 

Q.—Did you work these out by 
yourself or was that the result of con- 
sultation with some actuary? A.— 
No, I worked them out by myself as 
well as I could. 

Q.—Have you any actuary in your 
Association? A.—No sir, not at the 
present time. 

Q.—Have you felt the need of one? 
A.—Yes sir. 

Q.—And do you think there should 

be one? A.—yYes, and no doubt will 
be one. 
Q.—It would seem to one that hav- 
ing started at this sort of work you 
would require an actuary if the com- 
pany would? A.—Yes, but up to the 
time we were working upon an econo- 
mical basis, doing the best we could 
ourselves. 


Q.—Until you could get establish- 
ed? A.—Yes. 


Q.—After setting out all the rules 
you give the form of the policy at 
page 380 you propose and at page 31 
you give tables for the continuance 
of policies in case there was a lapse? 
A.—Yes, in case of their not paying 
their premium in time. 

Q.—You follow up your suggestions 
at page 31 in this way: ‘‘In submit- 
ting thd fdregoing proposition.”’ 
(Reads down to the words ‘‘particular 
fund.’’) That would hardly apply be- 
cause there would be two members of 
the Executive Council that would be 
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on it? A.—I am referring there to 
the present time, to the present re- 


presentation at the High Court meet- , 


ing. 

Oya say by your change, ‘‘None 
other than members holding Benefi- 
ciary certificates can have anything 
to say in regard to the fund?” A. 
—Those officers would have. 

Q.—There would be that exception? 
A.—Yes. 

Q.—Then you give a statement of 
the receipts and expenditures, and 
that was all submitted to the meet- 
ing? A.—yYes, of August, 1901. 

Q.—Then the subsequent report is 
a report of Dr. Secord? A.—Yes. | 

Q.—Was that report considered at 
the meeting? A.—No, it was referred 
to the Laws and Relief Committee, 
and they did nothing with it. 

Q.—They recommended that it 
should. be submitted to the Local 
Courts? A.—Yes. 

Q.—Was that done? A.—No, they 
took no action in the matter. 

Q.—Has it ever come up for discus- 
sino since? A.—No. 

Q.—And still stands just in that 
shape? A.—Still stands in that shape. 

Q.—Why are not you pressing it on 
their attention? A.—Sometimes I 
feel that my recommendations have 
not been treated in the spirit they 
should have been treated. 

Q.—I notice that the report of the 
Laws Committee number 6, page 112, 
is as follows: ‘‘That whereas the sug- 
gestions of the Permanent Secretary 
as to proposed amendments,’’ etc. 
(Reads down to the word ‘‘thereon.’’) 
And that report was carried at page 
108? A.—Yes. 

Q.—And nothing has ever been done 
to carry out the ideas you suggested 
there? A.—No sir. 

Q.—The Beneficiary Committee sent 
in a report number 38 at page 120: 
‘Your Committee beg leave to recom- 
mend, etc. (Reads down to the word 
‘‘submitted’’)—what was the object of 
that Committee in making that re- 
port? A.—I can only surmise their 
object. In connection with the paid- 
up certificate, where the ascertained 
reserve would be only about $25 or 
$30 and the paid-up $60, that they 
would get 75 per cent. of the face of 
the certificate, which would be more 
than they were strictly entitled to. 

Q.—It was an attempt by this Com- 
mittee to give some benefit to the old 
members which your options did not 
provide for them? A.—That is it, or 
those that did accept the options. 
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Q.—Even in the case of those that 
had accepted them it should be as a 
new proposition? A.—Yes. 

Q.—And that was referred to Mr. 
Heyd and Mr. Jeffery as a Special 
Committee to report on that? A.— 
Yes. 

Q.—And their report is at page 125, 
“Your Special Committee to whom 
report number 3 of the Beneficiary 
Committee was referred,’’ etc. (Reads) 
That was submitted, and it was car- 
ried at page 122? A.—Yes. 

Q.—That was an amendment. of the 
option number 4? A.—Yes. 

Q.—What was the nature of the 
fourth option? A.—To receive the 
paid-up policies. 

Q.—Under this resolution you had 
to notify all these persons who were 
clear on the books on October 3l1st, 
1899, that they could have the full 
amount of the accumulated reserve 
standing at the credit at such mem- 
bers at that dateP A.—Yes. 

Q.—And then would they drop out 
and cease to be members? A.—They 
would surrender their paid-up policy 
and—- 

Q.—They would :cease to be members 
of the Beneficiary Fund? A.—Yes. 

Q.—Was that done? A.—Yes, we 
paid over $6,000 out. 

Q.—To persons who instead of tak- 
ing any of these options or paying the 
increased premiums decided they pre- 
ferred taking their share of the re- 
serve fund that the Association then 
had? » A.—Yes. . 


Q.—There were still persons wha 
took the paid-up policies and did not 
choose to take advantage of this? A. 
—Yes. 


Q.—But this was a new proposition 
that was made to them, whether they 
had accepted the fourth option or not, 
to give them that amount standing to 
their credit of the old reserve? A.— 
Only those that accepted the fourth 
option. 

Q.—They could change their minds 
after they had taken the fourth op- 
tion? A.—Yes, 

Q.—Then you said this morning that 
there were some of their policies 
simply lapsed? A.—Yes. 

Q.—And any share they had in that 
fund went to the benefit of the fund 
itself?) A _Yes: 

Q.—Were they notified of this reso- 
lution of the Special Committee? A. 
—-Everyone of them were notified. 

Q.—Did they take their share of the 
reserve? A.—No, sir. 
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Q.—Some did and some did not? 
A.—I do not think there was any of 
them did. 

Q.—Why? A.—TI cannot tell you. 

Q.—It would not have cost them 
anything to take it? A.—They would 
have had to surrender their paid-up 
certificates. Those that did not take 
any option of paid-up certificate cer- 
tainly did not get any share of that 
reserve. 

Q.—This resolution was for those 
who took Option No, 4? A.—yYes. 

Q.—This resolution does not call 
upon you to notify persons whose poli- 
cies had lapsed? A.—Not at all. 

_Q.—And you never did? A.—No, 
sir. 

Q.—So that persons who were tak- 
ing Option Number 4 had that privi- 
lege, but the others whose policies had 
lapsed did not have that privilege? 
AZ NG, Usir. 

Q.—Does that show the extent of the 
recommendations made by you to the 
High Court with respect to this Bene- 
ficiary Fund, and to the extent to 
which they have been acted on, or 
have you made any other recommen- 
dation to the High Court that has 
been acted on? A.—No, I have made 
no other recommendation that has been 
acted on. 

Q.—The matter just dropped, as 
that Committee said, to take no ac- 
tion, it stands that way to-day? A.— 
It just stands that way to-day. 


Q.—Soon after the Act came in force 
and on the 2Ist February, 1900, the 
Executive Committee received dele- 
gates from London and Toronto? A. 
Yes, sir. ‘ 
Q.—What did these delegates want 
done? A.—I do not remember. 


Q.—It says here, ‘‘After hearing as 
to a special High Court meeting the 
Executive Council regretted that it 
could not see: its way clear to comply 
with this request, owing to the very 
small deputation’? ? A.—They wanted 
to call a special High Court meeting 
to discuss the matter of the Beneficiary 
Fund again. 

Q.—That was after the meeting of 
1899? <A.—yYes. 

Q.—That was after you had sent out 
the circulars showing the options the 
members would have? A.—Yes. 

Q.—These delegates appeared before 
you with a petition and asked that 
a special High Court meeting should 
be held? A.—Yes. 

Q.—Why was not it held? A.—The 
expense was the greatest element IT 
believe. 
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Q.—Or was it because you felt the 
members voting on this scheme you 
were putting through, believing of 
course that it was for their benefit to 
put it through, that they would vote 
against it if they got together? A.— 
I do not know, I do not know whether 
that was considered or not about their 
voting against it or not. 

Q.—You are pretty sure they would? 
A.—No doubt about it, I think. 


Q.—And did you feel it would be 
unsafe to give the members a chance 
to express their views? A.—I do not 
think that was the feeling of the Ex- 
ecutive Council to debar any members 
expressing their views. 

Q.—But you say the expense of the 
High Court would have to be paid out 
of the Management Fund? A.—No, 
it would have to be paid out of the 
Beneficiary Fund if it was called for 
the Beneficiary work, no doubt of 
that. 

Q.—Would that expense be consid- 
erable? A.—Between three and four 
thousand dollars. 

Q.—To bring delegates here? A.— 
Bring them from the West. 

Q.—You refused to do it? A.—Yes. 

Q.—You not only had that trouble 
but you had trouble with the agents 
of the association, the Secretaries, did 
you not? A.—Yes, they felt a little 
dilatory in the matter of taking up 
the new business, the new work. 


Q.—What do you mean by the new 
work, getting insurance on the new 
rates or getting the members to sign 
one or other option? A.—No, it was 
vetting the members to work for the 
benefit of the Insurance Department 
under the new Act. 

Q.—They were rather criticizing the 
rates you had established and the 
Executive method of managing this 
Beneficiary Fund? A.—Yes, they were 
rather more than criticizing. 

Q.—What were they doing? A.— 
Dr. Secord went down to St. Thomas 
and other places and tried to explain 
matters to them. 

Q.—Explain what the gist of their 
complaint was? A.—‘‘Freezing out 
old members, freezing out old mem- 
bers.”’ 

Q.—The old members had been pay- 
ing in for some years at what you 
considered a grossly inadequate prem- 
ium? A.—Yes. 

Q.—And then they thought that 
these old members should be carried 
through and their certificates paid? 
A.—Yes. 
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Q.—I suppose that is always the cry 
when the time comes to raise the rates 
of insurance where they have been too 
low in assessment associations? A. 
—Yes; in other words, to take that 
money for the reserve out of their 
pockets. 

Q.—When you are trying to bring 
the reserve out of the members’ pock- 
ets, that is the complaint? A.—Yes. 

Q. —And I suppose it is a real hard- 
ship on these parties, probably not 
one that they should have foreseen. 
but still it comes hard on them at 
the time you raise the ratesP A.— 
There is no doubt they would feel it 
a little hard. 

Q.—What action did you take about 
the agents? A.—The only action we 
took was an endeavour to get them 
to work for the interest of the fund 
and the more— 


Q.—The Beneficiary Committee was 
empowered to cancel all commissions? 
A.—We did not do that, the general 
law— 

Q.—And also empowered to appoint 
other agents who in their opinion were 
loyal to said Beneficiary Fund and 
Order generally? A.—Yes. 


Q.—You were not experiencing much 
loyalty to the fund at that time? A. 
—-Not at that time. 


Q.—Was the Executive Committee 
unanimous at that time? A.—Yes, 
sir, the Executive Committee were 
unanimous, there was no objection 
among them. 


Q.—I notice that on February 3rd, 
1901, there was a resolution appoint- 
ing a Committee to consider what per- 
centage of the cost of management 
and the Permanent Secretary’s office 
should be charged to the Beneficiary 
Fund of the Order? A.—Yes sir. 


Q.—And a report was to be sent in, 
was that report sent in? A.—We 
took up the matter in the Executive 
Council and I— 

Q.—And it recommended what per- 
centage? A.—It recommended no per- 
centage, because it brought forward 
the action that if they transferred 
any money of the Beneficiary Fund 
for the work being done for it that 
I would be entitled to a share of it, 
and it dropped. 

Q.—Explain that again? Ah 
said if there was any money trans- 
ferred from the Beneficiary Fund to 
the Management Fund of the Order 
that I should have an increase in my 
salary out of that transferred money, 
and then it dropped, no more done. 
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Q.—As soon as you asserted your 
claim to some compensation out of 
that fund it dropped? A.—Yes. 

Q.—Why did you consider yourself 
entitled to an increase if the money 
of the Beneficiary Fund was used for 
management? A.—It would be trans- 
ferred from Beneficiary Fund to Man- 
agement. - 

Q.—Why would that entitle you to 
an increase? A.—AIl the increase 
that would come to me have come out 
of the fund that was transferred to 
the Management. 

Q.—That is you say you considered 
that it was your services that brought 
about this increased Beneficiary Fund, 
is that right? A.—yYes, I think there 
is a good deal in that. 

Q.—Put it on a good basis? A.— 
Yes. 

Q.—And you thought if the Manage- 
ment intended to take any one of 
those funds from the expenses of the 
organization that you should be re- 
compensed ? A.—That I should be 
entitled to a share. 

Q.—And with that handicap placed 
on it it was never carried through? 
A.—Never carried through. 

Q.—I see a resolution here that 5 
per cent. of the premium income of the 
Beneficiary Fund be paid on the first 
day of each month to the Manage- 
ment Fund as a fair and equitable 
share of the management expenses? 


A.—That dropped. 


Q.—That indicates, does it not, that 
where you have several branches to the 
one organization that there is always 
the danger of the money being divert- 
ed from the one fund to another, that 
might as well have been 25 per cent. i 
A.—I agree with you that there should 
be no diversion of the funds, the fund 
should pay its own expenses. 

Q.—At the present time it is not 
paying its own expenses? A.—No. 

Q.—The premiums should be higher 
yet? A.—No. 

Q.—They would have to be higher 
in order to get the expenses, would 
not they? A.—No, I do not think so. 

Q.—You mean by making a_ profit 
as you are? A.—Yes, we made a pro- 
fit as we are, and we are paying no 
expenses out of the fund, only the 
Clerk, $500 a year. 

Q.—And that is all your Head 
Office expense? A.—Yes, stationery 
and so on. 

Q.—$500 for a Clerk, and there is 
stationery? A.—Yes. 

Q.—Certainly there is no complaint 
to make of the Head Office expenses 
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of the Ancient Order of Foresters? 
A.—No, there is no complaint about 
that. I would rather see them a little 
higher. We have a surplus of $8,000 
now to the benefit of policyholders. 

Q.—Over and above your reserve 
for the benefit of the policyholders? 
A.—Yes. 


Q.—That is after setting apart some 
special fund? A.—After setting aside 
$4,000 for the impaired lives, that is 
these old members we took in in the 
early years. ‘ 9 


Q.—At whose suggestion was that 
$4,000 set apart? A.—That was my 
own work in doing that. 

Q.—You thought by reason of the 
rather high mortality that you might 
experience? A.—Might expect. 


Q.—You would set aside $4,000 to 
meet that? A.—Yes. We set aside 
$3,000 on a previous occasion, and 
that all went. 

Q.—And I suppose you have no 
doubt that the $4,000 will go in the 
same way? A.—I think go. 


Q.—I notice on February 11th, 
1903, a communication was received 
regarding payment of medical exam- 
iner’s fees so as to compete with other 
companies, wanted to raise it appar- 
ently to $42 A.—We never made the 
raise, but at that time the members 
were paying the entrance fee of $3 
into the Beneficiary Fund, $2 of that 
went to the medical examination. We 
removed the $3 entrance fee, and we 
put a medical fee of $2. 

Q.—So that no definite payment of 
$4 was resolved on for the medical 
examiners? A.—wNo. 

Q.—The idea of this person writing 
would be I suppose you would enlist 
the help of the doctor, is that right? 
A.—We would get a better examina- 
tion. 

Q.—Was it just for the efficacy of 
the examination? A.—More for that. 

Q.—This says to compete with other 
companies who paid that amount, it 
is a matter of competition? <A.—It 
is a matter of competition in that re- 
spect, that was the Executive Coun- 
cil. You certainly get a better ex- 
amination for $2 than we. did for $1. 

Q.—I notice you appointed a Super- 
visor of agents, did you not? A.— 
Yes. 

Q.—At a salary -of some $700 a 
yeorP A.—Yes. 

Q.—And an allowance of $1 per day 
for hotel expenses, that was not a 
very liberal allowance? A.—No. 

Q.—Would that man have other 
work to do for the Order? A.—No. 
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Q.—That would be the extent of his 
remuneration? A.—That is the ex- 
tent of his remuneration, and for his 
Sick and Funeral work as well. If 
he got members for the Sick and Fun- 
eral as well as the Beneficiary that 
was all paid out of the Management 
Fund. 

Q.—Were you able to get good men 
for that remuneration? A.—No, I 
cannot say we did. 

Q.—How have you been remunerat- 
ing your agents? A.—One agent we 
were giving a certain salary for one 
year, $100 a month, and $75 ex- 
penses, that was one. The next he 
came back the Executive agreed to 
give him $75 a month, and he was to 


make the money out of the members 


he brought into the Beneficiary Fund. 

Q.—I notice in the list of commis- 
sions you say $4 bonus, 30 per cent, of 
first premium, 5 per cent. on the re- 
newals for the first two years? A.— 
Yes, that is what we paid some of 
the agents, that was the General Sec- 
retaries that we paid that to. 

Q.—Others got more? A.—This spe- 
cial agent got more. 

Q.—None of these persons would de- 
vote their whole time to insurance? 
A.—No, they were just working men. 

Q.—Workifig men who would have 
that as a little side means of income? 
A.—Yes., 

Q.—Does that apply to this Super- 
intendent of Agencies you established, 
would that be some person who would 
work at other work part of the year? 
A.—No, not to him, he had to devote 
the whole of his time. 

Q.—$4 bonus, what does that mean? 
A.—Our present standard is $4 bonus 
for every $1,000 and over providing 
three months’ premiums have been 
paid on the policy, and thirty per 
cent. of the first premium received, 
whether it is quarterly, half-yearly or 
yearly. 

Q.—If it is payable quarterly he 
gets 30 per cent. of the quarter? A. 
= V OS) . 

Q.—Not of the full year? A.—No, 
and 5 per cent, after that time for the 
first year; after that 3 per cent. 

Q.—I think the first two years? A. 
—That is the old one, but the present 
one 

Q.—Then it was 3 per cent. to the 
Secretary? A.—In that case the Sec- 
retary under that one got the 3 per 
cent. as well as the other, that made 
6 per cent. . 

Q.—Does the Secretary get that 
now? A.—He gets only 3 per cent., 
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and the other man does not work at 
all, 

Q.—This is the Secretary’s remun- 
eration here? A.—Yes. 

Q.—Without getting all the details 
of the way the money is divided, can 
you tell me about what percentage of 
the first year’s premium is paid out 
by you to get the business? A.— 
Every policy cost us about $10. 

Q.—That is you say $10 a thousand ? 
A.—We pay $10 out for every policy 
we get. 

Q.—And each policy is $1,000 in the 
average? A.—Yes. 

Q.—What would be your average 
premium, $18 or $20? A.—Yes, more, 
80 I guess. 

Q.—I thought your premiums are 
considerably lower than the ordinary 
companies? A.—Three to four to five 
dollars a. year, that is all. 

Q.—Just the difference in expenses? 
A.—Just the difference in expenses. 

Q.—Your expenses being received 
from another source? <A.—Yes, 

Q.—And practically paid by the in- 
sured in another means? A.-—Yes. 

Q.—Well, then, do you say you have 
to pay out about one-third to get the 
business? A.—I think so, I think you 
will find the returns show something 
about that. 

Q.—I see your application for the 
increase was in February 10th, 1904, 
you sent in, To services August, 1901, 
to 1908, two years at $250 per annum, 
$500, and it was moved by Mr. Se- 
cord and seconded, that a Special Com- 
mittee be appointed to take into ac- 
cord and seconded, that a Special Com- 
mittee report later that the general 
law has fixed your salary at $1,500 
per annum for all Departments and 
that matters within the Insurance 
Branch are within the province of the 
High Court, and the question of extra 
remuneration should be made before 
the High Court at its next meeting? 
A.—Yes. 

Q.—And as to some disbursements 
you claim you made, that they should 
be attended to? A.—Yes. 

Q.—Were the disbursements after- 
wards paid? A.—No. 

Q.—Was it brought before the High 
Court? A.—yYes. 

Q.—But nothing done? A.—Yes, I 
got $400. 

Q. But not out of the Insurance 
Branch? A.—yYes, $400 out of the In- 
surance Branch, 

Q.—Direct from the 
Fund? A.—Yes. 

Q.—I suppose it is fair to say that 
if your salary or the salary of any 
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other manager of the Insurance 
Branch and the salary of all persons 
for work they did in the Insurance 
Department, and all expenses of that 
department were taken out of that de- 
partment that it would necessitate 
some increase in your rate, would it 
not? A.—No, I do not think the rate 


.need be increased. 


Q.—You do not think they need to 
increase the premiums at all? A.— 
No, L do not think so. 

Q.—Because it seems to me they are 
low nowP A.—Yes; I think last year 
we made a profit of about $6,000. 

Q.—Under your present rules and 
regulations who has the power to make 
investments? A.—There is no rule for 
investments, but it is referred to a 
Committee to make investments. 

Q.—And who compose the Commit- 
tee? A.—In one case Dr. Secord and 
myself composed the Committee. 

Q.—In what case? A.—In the Do- 
minion Permanent Loan & Savings 
Company and in the Royal— 

().—That was a special Committee 
appointed? A.—yYes. 

Q.—But was not authority given to 
make investments to the High Chief 
Ranger and yourself? A.—yYes. 


Q.—And one other, or just the two 
of you, which? A.—Just the two of 
us I think. 

Q.—Do you two do all the invest- 
ing of the funds? A.—At the pre- 
sent time there is a Committee of 
three, myself, the High Chief Ranger 
and Mr. Butt, 


Q.—And do you supervise the in- 
vestment for all funds of the associa- 
tion or just the insurance branch? 
A.—Just the insurance branch. We 
have investments in the other branch 
as well, separate. 

Q.—You have never, you say, low- 
ered the age to five to eighteen, as 
you propose? A.—No, nothing has 
been done in that. 

Q.—Have you increased the age? A. 
We have increased the age up to 
sixty. 

Q.—That was done, I see, on Sep- 
tember 18th, 1905? A.—yYe8. 

Q.—And rates were to be prepared? 
A.—Yes. 

Q.—Since the transfer to the full 
reserve your business has been I sup- 
pose as successful as vou anticipated 
it would. has it? A.—yYes, there is no 
doubt of the improvement; as an in- 
stance of the improvement, and as an 
instance of the security members that 
used to pay monthly now pay quar- 
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terly, half-yearly and yearly their 
premiums, 

Q.—What do you mean by that? 
A.—They took their policy on a 
monthly basis, and they changed to 
a quarterly basis, or half-yearly basis, 
or yearly basis. 

Q.—What does that indicate? A.— 
It indicates they had more sense of 
security in the Fund. 

Q.—They were willing to pay for a 
longer period? A.—Yes. 

Q.—Has the business developed as 
rapidly as you expected in the way of 
taking in new lives? 
veloped as rapidly as we thought it 
would, and would have made a good 
showing only for those numbers that 
dropped out with their paid-up poli- 
cies. 

Q.—I see at first that there was a 
considerable amount of lapsing? A.— 
Yes. 

Q.—In the year 1900 apparently 
there was a lapse rate of about 35 per 
cent.? A.—A very heavy lapse rate. 

Q.—That would be accounted for 
by the disgruntled members I sup- 
pose? A.—By the condition of men 
taking one with the other I suppose 
against the Society. 


Q.—And then in 1901 the lapse rate 
got down to 19 per cent.? A.—Yes. 

Q.—1902 down to 11 per cent., 1903, 
9 per cent., 1904 it comes back to 11 
per cent.; 1905, 15 per cent.; can you 
account for 1903 being so much small- 
er than other years? A.—Yes. 

Q.—How was that? A.—The em- 
ployment of an agent is not as re- 
munerative as it should be. They 
would get applications for policies, 
send policies in, and policies would be 
issued and not taken up. 

Q.—How do you account for that? 
A.—Perhaps the desire of the agent 
to force business. 

Q.—Why in 1903 was it less than in 
1902, which was the same as 1904, 
why was there that drop in 1903 as 
compared with all the other years? 
A.—I cannot really tell you any par- 
ticular reason. 

Q.—There was nothing special about 
thatr 7A .-—No. 

Q.—Down to 1903 I suppose you 
were continually,.for a year or two 
getting rid of members on account of 
this change? A.—1903? 

Q.—1902? A.—Of course there were 
several members dropped out. 

Q.—And then 1903 I suppose all 
that were going out for that cause 
would be out? A.—I should presume 
so. 


A.—It has de- 


_ increasing it lately ? 
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Q.—And 1904 and 1905 is it fair to 
Say you were commencing to get after 
business like other companies, and 
were pressing for business? A.—Try- 
ing to. 

Q.—And the applicants not taking 
up their policies? A.—The applicants 
not taking up their policies makes it 


bad. 


Q.—And you were giving a little 
better return to your agents then 
tooP A.—Yes. 

Q.—Did you find any members of 
the Order leaving and going in a 
group to other fraternal Societies? 
A.—None whatever, it was not gen- 
eral, the feeling was not general. 

Q.—Would there be any attempt 
by other agents to get your members, 
and have them disaffected and leave? 
A.—That I cannot say, I would not 
like to say so. 

Q.—I was wondering what sort of 
rivalry there is between the Fraternal 
Orders? A.—There is rivalry between 
the Fraternal Orders, especially Assess- 
ment Societies. “We will give you 
insurance for so much less; we are 
Just as safe as they are; no deposit 
with the Government” and everything 
used, and whereas probably they had 
no deposit with the Government them- 
selves. 

Q.—Take your busines in force, that 
shows a decline too during the first 
two or three ytars, but you have been 
A.—Yes. 

Q.—In 1900 the amount in force was 
$891,063? A.—Something like that. 

Q.—1901, $684,089; in 1902, $750,- 
378; then in 1903 it commenced the 
other way, it became $757,790; in 
1904, $862,840; in 1905, $1,026,911? 
A.——Yes. 

Q.—You changed your business from 
one where. the amount of insurance 
in force each year was decreasing to 
one where it is increasing? A.—Yes. 


Q.—And do you think that increase 
will continue? A.—I think so, I have 
every reason to believe so. 

Q.—Notwithstanding your rates are 
so much higher than they were before? 
A.—It seems more of an incentive for 
them to take hold of insurance. 

Q.—Can you say you find your mem- 
bers more willing to enter your Insur- 
ance Branch now with your rates as 
high as they are and the reserve kept 
up than they were before when the 
rates were low and no reserve? A.— 
A great deal more so. 

Q.—Do you think the same thing 
would apply to other fraternal organ- 
izations once they have the change 
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accomplished? A.—I think so, I do 
not see why it should not. 

Q.—You think that unless a change 
is made that assessment: companies 
must sooner or later come to grief, it 
is just a matter when the young lives 
are not brought in fast enough to re- 
place the older members? A.—Of 
course as soon as that begins the young 
lives will drop out and leave the old 
members. 

Q.—As soon as that time comes the 
young lives stop coming in much more 
rapidly than before? A.—Yes, and 
they will drop out. 

Q.—And it leaves the old members 
alone? A.—Yes. 

Q.—I will put in a short statement 
for each year showing the surplus at 
the end of the year, the receipts for 
premiums and interest, the death 
claims paid? A.—yYes, sir. 

Q.—The surrender values, expenses 
and total expenses? A.—Yes. 

Q.—That means you have taken the 
ae of the business and added it 

to the amount paid out in death claims 
and that makes the total expense in 
the outside column? A.—Yes. 

Q.—And that shows that the sur- 
plus was $10,000 originally, in 1901 it 
dropped down to $2,000, and then 
about $3,000 in 1902; in 1903 a little 
over $4,000; in 1904, $5,000; 1905, 
over $8,000 ? A.—Yes. 

Q.—So that that shows an increase 
in your surplus in the last years? A. 
—Yes. 

Q.—The decrease being also on ac- 
count of this change? A.—On account 
of the change, and then there was a 
certain amount of liabilities in that 
of death claims. 

Q.—Your receipts for premiums also 
show growth in the last year? A.— 
Yes. 

Q.—It amounted to $26,317 as com- 
pared with $15,514 in 1900? A.— 
‘Yes, sir. 

Q.—Of course your rates are much 
higher? A.—Yes. 

Q.—You had a heavy death rate here 
in 1902, you had $12,242? A.—Yes. 

Q.—Was that probably some special 
claim that fell in? A.—That is where 
the $3,000 provided for excessive death 
rates came in among the old members. 

—Statement showing surpluses at 
the end of different years filed as Ex- 
hibit 326. 

Q.—Have you in any way modified 
the way in which you tried to get busi- 
ness, you found it was costing you 
$10? A.—Yes; the present Executive 
Council now only pay the rates I spoke 
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of, the $4 bonus and the 30 per cent. 
commission ; we have no paid pees 
now. 

MR, KENT: Q.—Do you or your 
canvassers give rebates? A.—No, we 
do ‘not give any rebates. 

Q.—You have not got as far as that? 
A.—No, we give no rebates. 

MR. TILLEY: No rebates at all? 
A.—No. 

Q.—Nor do the agents give. any re- 
batesP A.—No. 

Q.—I suppose that is something you 
could not tell very well about? . A.— 
I do not see how they would, they 
might give $1 or $2 probably, ‘but it 
would not be any very great induce- 
ment. 

Q.—The full amount of their remun- 
eration is so small? A.—Yes. 

Q.—Then this is an exhibit you 
have prepared showing the volume of 
your business as set out in the differ- 
ent classes of policies? A.—Yes. 

Q.—The principal part in 1899 being 
all life, $889,063, a compared with 
$2,000 in twenty payment life? A.— 
Yes. 

Q.—Has that proportion altered? 

A.—We get them here, there is a lit- 
tle difference there, 

Q.—In the later years, 1904, you 
get the payments? A.—Yes. 

Q.—What proportion of your policies 
are with profits and without profits? 
A.—There are very few without profits, 
because the premium on _ those is 
smaller than the net premium on the 
Hm. tables and we would be losing 
money on them, 

Q.—You would be losing money on 
the without-profit policies? A.—yYes, 
on the scale of rates. 

Q.—That means you do not encour- 
age itP A.—We do not encourage it, 
in fact we are very seldom asked for it 

Q.—Why don’t you raise your rate 
for the non-participating? A.—That 
must be done at the High Court meet- 
ing. 

—Memorandum showing volume of 
business in the different classes of poli- 
cies marked as Exhibit 227. 

MR. KENT: You regard your non- 
participating policy as just a job lot? 
A.—Yes, it. is a cheap insurance and 
sound. If there was any change in 
rates it would only affect new mem- 
bers that came in. 

MR. TILLEY: Q.—Can you fix on 
what proportion of the business is non- 
participating? A.—There is not a 
dozen policies that are non-participat- 
ing. . 
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Q.—Don’t you sometimes throw off 
the initiation fee in order to get mem- 
bers? A.—No, sir. 

Q.—Never do that? A.—No, sir. 

Q.—Don’t you have some quiet 
months like June, July and August? 
A.—No; no rebates. We issue the pol- 
icy and expect the premium to be paid 
from the date the policy is issued. 

Q.—Do you make up the rates of 
premiums? A.—Not for the first— 

Q.—Who made _ them? A.—Dr. 
Secord made them up. 

Q.—Is he an actuary? A.—wNo sir, 
I do not suppose he is an actuary. 

Q.—He thought he would get them 
about right? A.—About right, econ- 
omical again. 

Q.—Do you wnderstand the prin- 
ciple on which they were made up, or 
should Dr. Secord tell usP A.—I 
think Dr. Secord could give you that. 

—Dr. Secord answers the questions 
until a change is indicated: 

Q.—You say that the rates are 
made up on the Hm. reserve at 34 
per cent. with Canada Life Mortality 
experience plus 15 per cent. expense 
element, that is for some of the rates? 
A.—Yes, 15 per cent., and then there 
was $2 added, if I remember right. 

Q.—That is with a constant of $2? 
A.—Yes The Hm. tables we used, 
and the Canada Life Mortality; we 
had found that our own mortality 
rather accorded with that of the Can- 
ada Life and consequently we felt 
quite safe in using the Canada Life 
mortality; with the element of mor- 
tality and the element of reserve, then 
We put 15 per cent., and I think 
$2 added if I remember correctly. 


Q.—The $2 is not shown here? A. 
—It was upon the same basis but less 
I fancy than the regular companies 
made their rates. 

Q.—Your premiums are not as high 
as the regular companies? A.—No. 

Q.—Their loading would be more 
than 15 per cent? <A.—Their loading 
was rather more. 

Q.—What did you take into ac- 
count when you made your loading 
less than the regular companies? A. 
—The fact that we should be able to 
get business with much less expense 
as a fraternal organization. 

Q.—Why, because of the work of 
the members themselves in getting 
others in? A.—Precisely; largely the 
individual effort of the individual 
members. It is a very large factor. 

Q.—I suppose meeting in the social 
way in which they do in their meet- 
ings would tend to one getting the 
other in with a small inducement to 
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the person who acts as agent in that 
wayP A.—Yes. 

Q.—That would be so; then any- 
thing else besides that feature, the 
low cost of getting business; would 
you take into account anything in the 
way of the management being cheaper 
by reason of having the whole organ- 
ization bearing the general expenses? 
A.—That is the case, although I think 
probably in my own opinion that is 
rather a damage than otherwise. 


Q.—Why do you think that? A. 
—Because there are so many who are 
not interested in the Insurance 
Branch who have largely to do with 
the management of it. Those who 
are interested and insured in the 
Branch—lI believe the management, if 
it were managed as recommended by 
Mr. Williams, that there would be 
more active efforts made to get mem- 
bers. ’ 

Q.—To make it a success? A.— 
Yes. In a Society like this you must 
remember that sentiment is a very 
large factor. If the sentiment is 
unanimous in favor of the organiza- 
tion and of the Branches, why then 
the sentiment is a very great help, 
but if there is considerable sentiment 
among a large number of the mem- 
bers adverse to the organization you 
can readily understand that it would 
be rather a damage than a help. 

Q.—If there is adverse criticism by 
the members? A.—Yes. 

Q.—Did you find that to be the case 
when you were making the change? 
A.—Necessarily so. 

Q.—That would tend to hold back 
your insurance work for some time 
or make it harder to get business? 
A.—Undoubtedly, you will understand 
this is the only fraternal organization 
that has been able to effect that 
change. 
~ Q.—In Canada? A.—Yes. 

Q.—I suppose you pride yourselves 
in that regard, properly sop A.— 
We feel confidence in the fund. | 

Q.—Has the period of criticism 
passed now from your members? A. 
—I wish I could say yes, but I fancy 
not altogether, although there is a 
considerable change in late years 1n 
the confidence which the members are 
showing towards the funds. Those 
who were the deadliest enemies in 
1898 some of them are now quite 
friendly towards us. . 

Q.—So that you think your ability 
to get business will increase now? 
—It should. 
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Q.—By reason of the proper senti- 
ment existing between the members 
in regard to this fund? A.—It should. 


Q.—Because there can be no doubt 
that that would be a great factor? 
A.—I should think so. 

Q.—Was there any other phase of 
this insurance that appealed to you 
as being a ground for making any 
distinction between your rates and 
the rates of ordinary companies? A. 
—The fact that the expense of the 
ordinary companies has been so large, 
and believing we could get business 
among our members and among the 
outsiders who would be influenced by 
existing members if we could have a 
unanimous sentiment in favor of it 
we believed that would be a very large 
element towards lessening the expense, 
and I see no reason now why a fra- 
ternal organization should not effect 
insurance on its members at much 
less cost than the regular insurance 
companies do. You will have had 
evidence of that before this Commis- 
sion. 

Q.—I think there has been some 
evidence in that direction. Were you 
in sympathy with the recommenda- 
tions made by Mr. Williams as to 
changes in the mode of carrying on 
the Insurance Branch? AL ay og) hi 1 
think we have been associated a good 
many years and I fancy our ideas run 
pretty well concurrently in regard to 
what, is required. 

—Do you think that members 
who are members of the Insurance 
Branch only pay their fair share of the 
general expenses of the organization ? 


A.—That is a very difficult ‘question to 
answer. 


Q.—What do they pay towards ex- 
penses other than their premiums at 
the present time? A.—They practically 
pay nothing except what has been 
said. 

Q.—What is paid to their Local 
Courts? A.—The great majority of 
them do belong to the other fund. I 
think there is a very great minority 
who simply have insurance without be- 
longing to the Sick and Funeral 
Branch. If they belong to the Sick and 
Funeral Branch they pay the Man- 
agement expense of that branch just 
the same as the regular members. 

Q.—What do they pay towards Mr. 
Williams’ salary? A.—If they are 
Sick and Funeral members 

Q.—Supposing they are not, a mem- 
ber of the Insurance Branch? A.— 
Supposing they are not I fancy they 
pay nothing. 
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Q.—Mr. Williams told us they paid 
$1 a year? A.—Yes, as honorary mem- 
bers they do that, but that goes to 
the Subordinate Court, it would not 
come to the High Court. 

Q.—I suppose it goes to defray the 
cost of keeping up the good fellowship 
that assists you in getting business? 
A.—Yes, paying rent and one thing 
and another. 

Q.—Can a person get insurance in 
the Ancient Order of Foresters with- 
out being an ordinary or an honorary 
member of that body—could I get in- 
surance if I went in and just asked 
for insurance without wanting to join? 
A.—Probably I am not the proper 
party for you to ask that question of. 

Q.—I would like to know from you? 
A.—I would think under the general 
laws you would have to join a Court. 
My opinion has been that the Order 
could organize Courts for Beneficiary 
members only. In that case the Bene- 
ficiary members, if there were 20 or 
30 of them organized, of course they 
would have to pay the expense of the 
running of that Court, whatever their 
meetings would cost, and rent outside 
their premiums. 


Q,—Have any persons taken insur- 
ance in the Ancient Order of Foresters 
without being a members of the Insti- 
tution? A.—Without being initiated, 
you mean P 

Q. —Without being a member in the 
way of paying a cash fee or a fee to- 
wards the expenses of the Loeal Conrt, 
or anythin of that nature? We 
There is a Court in Toronto where the 
members are simply members of the In- 
surance Branch. 

Q.—Tell me how that is organized? 
A.—It is organized in the regular way 
as a Court. 

Q.—They have meetings, do they? 
A.—I am not aware of that, I don’t 
know. 


MR. WILLIAMS: Very occasional- 
ly. 


MR. TILLEY: Do they pay an in- 
itiation fee? 

MR. WILLIAMS: They pay no in- 
itiation fee. 

Q.—Do they pay any annual fee 
other than their premium? 

MR. WILLIAMS: No, only the 
premium. 

Q.—They are persons who simply 
have practically taken insurance? 

DR. SECORD: Yes. 

Q.—And have no interest or concern 
in the Order in anv other wav? 

The questions are answered bv Mr. 
Williams until a change is indicated. 
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A.—With the exception of paying 
75 cents a year to the Management 
Fund of the Order, for the High Court 
Management. 

Q.—They pay 75 cents a year, each 
of them? A.—Just the same as other 
members of the Order. 

Q.—There is no person that has in- 
surance in your Association but what 
pays something towards the expenses 
in some shape or form? A.—Yes, in 
some shape or form. 

Q.—But the amount he pays depends 
upon the advantages he takes from 
the membership? A.—yYes. 


Q.—Is it your idea, doctor, the As- 
sociation should branch out, get more 
insurance from persons who do not 
want to join the fraternal side of your 
Organization P 

The questions are answered by Dr. 
Secord until a change is indicated. 


A.—My object has always been, and 
there was an effort made to carry it 
through, but it was not carried 
through, that the Sick and Funeral 
Fund should be known as the Sick 
Fund and then the Funeral Benefit, 
which is $100 for each member at 
death, should be a part of the Bene- 
ficiary Fund—I remember the recom- 
mendation was that there should be 
a Sick Fund and a Beneficiary Fund 
or Insurance Fund, separating the Sick 
and Funeral and making every mem- 
ber of the Sick and Funeral Fund a 
member of the Beneficiary Fund in- 
sured for $100 at the regular rate; 
that would be the ideal system in my 
opinion. 

Q.—That would incorporate sickness 
insurance along with the ordinary in- 
surance? A.—They are now incorpor- 
ated. 

Q.—Not in you Institution? A.— 
The same Act of Incorporation. 

Q.—There is no Government super- 
vision of the Sick and Funeral Branch? 
A,—No. 

Q.—And there is no power in the 
Order to mix the funds? A.—No, un- 
less the High Court authorizes it. 

Q.—Is sickness insurance not looked 
upon as being a more hazardous under- 
taking than ordinary insurance, more 
like accident insurance? A.—TI pre- 
sume you can say yes. 

Q.—Are you, or are you not, con- 
tinually met, or sometimes met, with 
persons who are simply making a 
claim and getting money improperly ? 
A.—Undoubtedly. 

Q.—And if you have a large busi- 
ness on hand you have difficulty in 
watching them from one end of Can- 
ada to the other or probably all over 
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the Continent? A.—Yes, but the ex- 
perience of a number of years tells 
you what to expect, what the gross 
amount of the sickness is going to be. 

Q.—Is the sickness insurance busi- 
ness in your company carried on with 
the same accuracy and interest in 
stability of it as your insurance busi- 
ness? A.—I can say yes. I will also 
say this for the Ancient Order of For- 
esters, both for the High Court of 
England and the High Court of Can- 
ada—of course in the High Court of 
England it is a very large institution 
but the effort has always been towards 
solvency of the sick branch, and the 
effort of the High Court of Canada 
has always been towards solvency of 
that fund. 

Q.—That is not putting it very 
strongly to say the object has always 
been towards solvency? A.—Well, 
with a democratic society it is some- 
times pretty hard to get an increase 
of rates. 

Q.—Have you got the sickness In- 
surance in your Association now in as 
satisfactory a shape as the ordinary 
Insurance? A.—I think it is in a 
fairly satisfactory condition. 


MR. LANGMUIR: Q.—Is their 
supervision an inspection? 

—The questions are answered by 
Mr. Williams until the change is indi- 
cated. 

A.—The sick and funeral fund is 
supervised by the Dominion Superin- 
tendent when he comes around to ex- 
amine. 

Q.—When he looks at the other he 
examines P A.—He goes through 
this, 

Q.—But you do not make returns on 
it? A.—Yes, he makes returns on it. 


Q.—They are separate from this re- 
turn? A.—yYes, and he mixes them 
up together at the end of his report. 

Q.—If the sick fund became ex- 
hausted and there was a loss in that 
branch would the loss come out of the 
ordinary Insurance Fund according to 
your idea, Doctor? 

—Questions are answered by Dr. 
Secord until a change is indicated. 

A;x—No. 

Q.—What would prevent it? A.— 
The Insurance Act and the Act of 
Incorporation. 

Q.—By reason of the requirements to 
keep the funds separate? A.—Pye- 
cisely. , 

Q.—And there has been no nixing 
of the funds that you know of? A --- 
No. 
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Q.—Did you fix surrender values. 
too? A.—No sir, those came after; 
Mr. Williams fixed them. 

Q.—There has been a good deal uf 
revenue from that source, surrender 
values where policies are surrender- 
ed? 

—Mr. Williams answers the ques- 
tions until a change is indicated. 

A.—Yes, there is a certain amount, 
10 per cent. of the reserve— 

Q.—You allow about 90 per cent.? 
A.—Yes, 

Q.—And the society gets 10 per 
cent.P A.—It goes to the fund, to 
the benefit of the persistent members. 
Q.—There is no surrender value al- 
lowed until five years have elapsed? 
A.—No. 

Q.—Why do you make it five years? 
A.—Because we consider it takes about 
five years to clear ourselves of the 
policy. 

Q.—How does it do that if you say 
you only pay $10 out of a premium 
of $30? A.—That is what we have 
considered it would be when we made 
that up at five years, we considered 
it would take us five years to clear. 

Q.—Is there any provision that the 
insured must apply for the surren- 
der value otherwise it will not be al- 
lowed within a certain time? A.— 
No, there is no provision for that. 

Q.—Do you exercise any rule about 
that? A.—No, I think they should 
have a good time; if he did not ap- 
ply for it within twelve months I do 
not think he should 

Q.—Have you ever refused because 
application was not made in time? A. 
—No, all we have asked them to do 
was to pay the premiums up to the 
time they want the cash surrender 
value and we give it to them. 

Q.—In 1900 apparently your total 
expenses were $3,546.87? A.—Yes. 

Q.—Made up of agents’ expenses 
and general expenses? A.—Yes. 


Q.—And your premium income was. 


$13,778.76? A,—Yes. 

Q.—So that your expenses were 20 
per cent. of your premium income? 
A.—Yes. 

Q.—1901 they were 20 per cent.? 
A.—Apparently. 

Q.—That is your expenses were $2,- 
999.99, your premium $15,116.78; in 
1902 your expenses were $2,058.79, 
your premiums $15,740.90, or 13 per 
cent. In 1903 your expenses were 
$2,837.46, premiums $18,060.91, or 16 
per cent. In 1904, you were pretty 
strenuous, $4,879.92 for expenses, $19,- 
847.83 for premium income, making 
25 per cent. 1905 your expenses were 
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$4,435.99, premiums $23,464.44, or 19 
per cent.P A.—Yes. 

_ Q.—The 25 per cent. expense in 
1904 you say was caused by the agents 
being paid more liberally? A.—Yes, 
and in 1903 they were paid more lib- 
erally. 

Q.—In 1905 you got back to 19 per 
cent.? A.—Yes. 

Q.—As the result of the changes 
you madeP A.—Yes. 

Q.—State exactly what those changes 
were? ~A.—In the matter .of reduc- 
ing expenses ? 

Q.—Yes? A.—In doing away with 
agents to a considerable extent. 

Q.—And using your secretaries? A. 
—Yes, and the secretaries doing the 
work. 

Q.—And these secretaries were paid 
by the number of applications they 
sent inP A.—Paid by the number 
of applications they sent in. 

Q.—And what was their remunera- 
tion? A.—They got for a thousand 
dollar policy the $4 bonus and 30 
per cent., and 3 per cent. after- 
wards. 

Q.—And any other monies paid to 
them would come out of the local 
courts or from some other source of 
revenue? A,—Yes. 

Q.—You still pay, do you, the $3 
per member on joining? A.—We do 
not collect that now. 

Q.-—When did you do away with 
that? A.—I think it was. in 1905. 

Q.—Now what do you get per mem- 
ber? A.—Only the premium. 


Q.—Any other payment you make 
goes to the local courts? A.—Yes. 

Q\——Or\to some other fund?” Am 
Yes. 

Q.—The Insurance branch just gets 
the net premium? A.—Yes. 

Q.—Then you handed in a profit and 
loss statement made up the same as 
the other Companies; had your Com- 
pany ever made one before? A.—No. 

Q.—This is for the year 1905; your 
loading for the first year’s premiums 
was $356.08? A.—Yes. 

Q.—And your expected death losses 
pee You had no actual death losses ? 
a); —_In respect of the new business; 
so that your margin for first year busi- 
ness was $970.08. Your expenses for 
aa first year were $2,426.92? A.— 

es. 

Q.—About 250% of the margins? 
A.—For that new business. 

Q.—Then your loading on renewal 
premiums was $2,733.50, and your ex- 
penses $2,009.07, making a profit from 
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that item of $724.23, and your losses 
on the first year would be $1,456.84? 
A.—Yes, that is the difference. 
Q.—That is the loss with respect to 
that first year’s businéss? A.—Yes. 
_ Q.—Your net expected death losses 
in 1905 other than in respect of poli- 
cies issued in that year $8,392.83. Your 
actual death losses $4,448.25, a profit 
from that source of $3,944.58? A.— 
Yes, that is an average age of 35. 
Q.—Is that better than you were in 
1904 and 1903 and so on with regard 
- to the mortality? A.—I could not tell, 
I did not make that up. 


Q.—Your interest amounted to $2,- 
853.49, and the amount required to 
make good the reserves was $1,624.97, 
a gain there of $1,228.52. Your re- 
serves released by surrender and lapses 
$2,918.18, and your values allowed 
were $318, a gain of $2,700.18. Your 
total profits would be $8,597.71, and 
your total losses $1,456.84, showing a 
profit for the year of $7,140.87. That 
seems a lot to make by way of profit 
in your reserves released by surrender ? 
A.—Lapses and surrender. 


Statement of Profit and Loss for the 
year 1905 filed as exhibit 328. 


Q.—There was no special reason for 
lapse in that year, you had passed all 
lapsing caused hy the changes in the 
business P A.—You cannot tell the 
reason of the lapses, but in some cases 
where policies have been in force for 
four or five years they go away and 
never think anything more about send- 
ing the premium and we write them 
if we can find them and tell them 

Q.—Their interest in it is so small 
they forget about it? A.—They drop 
it and they care no more about it, we 
try to keep them on. 

Q.—The persons who are insured in 
your Company would be probably more 
of a floating population than in or- 
dinary life Companies where they have 
larger preminms? A.—There is no 
doubt about that. 

Q.—Then I want to put in a copy 
of your policy loan agreement (Filed 
as exhibit 329; this is the simplest 
form of loan agreement I think we 
have yet seen (Reads), that is the whole 
agreement you have with the person 
who makes application for a loan? A. 
HY eS. : 

Q.—Do you ever loan more than 
the cash surrender value? $A.—No, 
we only loan 80 per cent. of the cash 
value, of the reserve value I should 


say. : 

MR. TILLEY: I will put in also 
a form of the death report which 1s 
certainly very simple as compared 
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with some of the others we have seen. 
(Filed as exhibit 330.) 

Q.—I want to put in one of your 
policies. I notice you allow 0 days 
of grace for the payment of your pre- 
miums? A.—Yes. 

Policy filed as exhibit 331. 

Q.—Why do you allow more than 
the Statutory time of 30 days? A.— 
That is the law, 60 days, the Society 
agrees to give them 60 days grace. 


Q.—And at the end of five full years 
it becomes non-forfeitable? A.—Yes 
after three years, is it not? 

Q.—I mean to say it does not lapse 
by the failure to pay premiums? A. 
—That is right. 

Q.—But you give temporary Insur- 
ance? A.—Yes. 

Q.—And you set out a table? A. 
—Yes. 

Q.—And you allow them to rein- 
state afterwards? A.—Yes. 

Q.—Do you require a new medical 
examination? A.—Oh I think so. 


_ Q.—I see: ‘Provided also that dur- 
ing the continuance of said term in- 
Surance may at any time without 
medical examination reinstate this 
policy’’—do you think that is a wise 
provision? A.—I do not know that 
it is, but if it is 12 months we require 
medical examination. 

Q.—You do in actual practice? A. 
—Yes. 

Q.—Although probably your policy 
would not enable you to insist on it. 
Then if the insured engages in a more 
hazardous occupation he must pay 
extra premiums? A.—That is if he 
becomes a miner’ or uses a buzz saw 
anything like that he pays 10 cents 
a month extra. 

Q.—I suppose there is a good deal 
of change of occupation by your mem- 
bers? A.—Not so far as hazardous 
occupations are concerned—there is 
not much trouble about that. 

Q.—Supposing the insured engages 
in one of these hazardous occupations, 
you have a list? A.—Yes, it is a 
general list. 

Q.—If a person engages in one of 
these occupations without paying the 
premium or getting permission, what 
do you do? A.—That is his own 
risk. 

Q.—If the policy becomes a claim 
can you dispute it? A.—We have 
never had an occasion of that kind. 

Q.—You have a clause here for ar- 
bitration: ‘‘If any difference arises 
with regard to this policy such dif- 
ferences shall be submitted to the ar- 
bitration of three persons, one to be 
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appointed by the claimants, one by 
the Executive Council of the Society, 
and the third by the two so chosen, 
and the award of such arbitrators or a 
majority of them, shall be binding and 
conclusive. upon all parties to this 
contract, whether beneficiaries or 
otherwise? A.—In the old times we 
had a lawsuit on for a thousand dol- 
lars. 

Q.—Is that the Cerri case? A.— 
Yes. We knew we were in the right, 
but it cost us $4,000, and we won the 
case, and that was put in to have an 
arbitration case before legal action 
could be taken. 

Q.—Don’t you think that would be 
the better way to have it settled? A. 
—We had better have given him the 
thousand dollars. 

Q.—Did you put that clause in as 
a result of that case? A.—Yes, that 
was my idea. 

Q.—Have you ever arbitrated un- 
der this section? A.—Never. 

Q.—You have had no occasion to 
use itP A.—No. 


MR. KENT: Q.—dAs I understand 
the cheapest form of insurance is the 
non-participating policy? A.—Well, 
the cheapest form, but it is not suffi- 
cient to meet the Government require- 
ments with us. 

Q.—But for the insured it wi!l be 
the cheapest, it costs the least? A. 
—Yes, 

Q.—Supposing your company issued 
non-participating policies altogether, 
what would be the result? A.—I don’t 
think we would get as many members; 
the members look forward to _ get- 
ting some back all the time. 


Q.—Don’t you think they look for- : 


ward because you hold out to them 
as an inducement f .—_No, 
don’t think there is anything to that. 
The members as a rule look forward 
to getting something back out of 
their premiums which they pay. 

Q. because the agents have 
got Re the habit of showing them 
that there is something to be got 
back? A.—Of telling them an un- 
truth, that is all. 

Oy would not say it was an un- 
truth, because in a great many cases 
there is something to be got back? 
A.—There is something to be got 
back. 

Q.—But it is appealing to a man’s 
gambling instincts? A.—No, I can- 
ae say “that, because if the members 
do pay a little more, it all comes 
back to themselves. 

Q.—You have already said the non- 
participating business does not pay? 
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A.—Not with our rates it would not 
pay. 

Q.—In that case the participating 
business is carrying a part of the non- 
participating business? A.—But we 
have not held over a dozen of the non- 
participating: policies in the whole 
thing. 

Q.—Supposing you had one, is not 
part of that one carried on by par- 
ticipating policyholders? A.—No, 
do not think so, it might to a vory 
very limited extent because the same 
reserve is provided for. 

Q.—When you say it does not pay, 
how do you mean, that you lose money 
or you do not make any? <A.—You 
do not make any. 

Q.—Then you do not lose any? A. 
—We cannot say we would lose any. 


Q.—If you say there is no gain or 
loss I do not make my point? A.— 
I know this much that those that 
have taken table one, there are very 
few of them, and that was made up 
on a 4% per cent. basis. We had to 
put a 34 per cent. basis, the net rate 
for the Hm. is more than we are 
receiving for these policyholders, and 
of course your point is the others 
must pay a certain portion. 

Q.--Just what occurs with every 
Company ? A.—Certainly in that 
case, but it is not right, 

Q.—The non-participating pre- 
miums should have been increased all 
round by every Company? A.—Yes. 

Q.—And they have not been in- 
creased? A.—Yes. 

Q.—The Companies get over ne 
difficulty by not pushing that class 
of insurance simply for the reason 
you have given, it does not pay 
them? A.—No, we do not tell them 
that. They have their liberty of 
choice to choose which they like. 

Q.—One of the chief things that an 
agent has to study is what not to tell 
the intending policyholder? A.—Well. 


MR. TILLEY: Q.—dAs the reuslt 
of your experience if a company de- 
sired to change or was compelled to 
change from an assessment system 
to an ordinary reserve system, should 
it be compelled or should it be re- 
quired to change all its business, both 
old and new, to the full reserve sys- 
tem? A.—If you kept the old in- 
surance with the old premiums that 
they were paying, the deaths that 
would occur would soon wipe them 


- out. 


Q.—But what I am asking you is 
this, would it have facilitated your 
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work if the Act under which you were 
making the change provided what 
was to be done to the old policyhold- 
ers P A.—Most decidedly, because 
then the Act would compel ‘us to. 

Q.—That is to say, you think that 
it would have given you a stronger 
force in dealing with the situation 
if the Act had been framed that way? 
A.—There is no doubt about that. 

Q.—Do you think it would have 
been beneficial from the standpoint 
of the Order itself? A.—No doubt 
about it. 

Q.—I suppose the general laws of 
your Society have not changed? A. 
—1905 is the last. 

Q.—Have you one of those here? 
A.—No, I sent them in. 

Q. —I will put in a copy of the gen- 
eral laws of the Order, 1905? A.— 
Very well. 

—Copy of the General Laws of the 
Ancient Order of Foresters filed as 
exhibit 332. 

MR. GEARY: Q.—What size poli- 
cy do you issue? A.—Up to $2,000; 
$250 up to $2,000. 

Q.—And the majority of those 
cases are of what denomination? A. 
—$1,000. 

Q.—What proportion of them are 
for amounts less than $1,000? A.— 
T could not really te) you. 

Q.—A considerable number of them? 
A.—No 

Q.—Can you say you are amongst 
the working class of people? A.—Yes. 

Q.—Almost entirely? A.—Yes. 


Q.—And with the change to the full 
reserve basis you have had to change 
your method of explanation of policies 
of insurance to these people, you have 
had to change your way of explaining 
insurance to them since you went on 
a full reserve basis? A.—Yes, we had 
to do that, to show them we were on 
a Sree basis, a Government stand- 
ard. 

Q.—Tell me if you find these people 
now are fully alive to the difference of 
the two classes of insurance. A.—TI 
have not the least doubt about it. 

Q.—You think they have got on? 
A.—yYes, there is not the least doubt 
about it that the fraternal insurance 
on our basis to-day will be the insur- 
ance of the future—that is my idea. 

Q.—Your experience would be very 
valuable in that way; but would not 
the people begin to understand insur- 
ance as on scientific principles? A.— 
On the present basis. 

Q.—Is it explained by your agents 
to these men that they are to get pro- 
fits in the event of your business beine: 


Ancient Order of Foresters, 
(Wm. Williams, Ex’d.) 


profitable—do you give them an esti- 
mate? A.—Yes, I give a rough esti- 
mate very much lower than the Com- 
panies’ estimates. 

Q.—How did you put that forth? 
A.—I just calculated up as well as I 
could but I am not an actuary. 


Q.—Did you circularize your agents 
or subordinate officers, did you tell 
them by circular what they might hold 
out to these men? A. —Yes; a copy of 
the advertising matter is here. 

Q.—But is there any mention of the 
pee Reba class of policy2 A. 
—Yes. 

Q.—You gave them each an equal 
setting out in the circular? A.—Yes, 
they can take which they like. 

Q.—You do not press one more than 
the other? A.—No; you will notice in 
the General Law there is only the non- 
participating that is published, and if 
you would sooner have that he can 
take it in preference to the other. 

Q.—Do you put the same terms on 
each policy? A.—We put the same 
terms on each policy. 

Q.—You do not differentiate at all? 
A.—No. 

Q. And you find that the people or 
your agents at all events get the par- 
ticipating business? A.—Yes, before 
the other. 

Q.—You were speaking of your med- 
ical examination, being less satisfac- 
tory at the fee you charged than it 
would be if doubled? A.—Yes. 


Q.—Do you mean by that, that your 
medical examination is not as thor- 
ough as you would like to see it?” A.— 
At present it is, but when we were 
paying $l, a physician cannot as thor- 
oughly examine a person as for $2.00. 


Q.—He might as well not examine 
him; but at all events you are getting 
now ’ satisfactory examinations? A. ets 
We are getting first-class examina- 
tions; and if not it is referred to our 
High Court Examiner and he sees ev- 
erything is correct. 


MR. TILLEY: That is all I have to 
ask Mr. Williams at present. 

MR. KENT: I think Mr. Williams 
said in the course of his examination 
that he considered the assessment life 
insurance as faulty and weak, and that 
is the reason they changed. 

MR. TILLEY: Yes, I think Mr. 
Williams committed himself to that 
as his view, although he said other 
members of the Order differed with 
him; so that I suppose there are people 
who take a contrary view in your 


Order? A.—Yes. 
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MR. TILLEY: The next Company I 
propose to investigate is the Central 
Life, and I have arranged to take that 
Company up to-morrow morning at 10 
o’clock if your Honors would sit at 
that hour, because they desire to try 
to get their books again to-morrow. 
They suggest coming here to be exam- 
ined, and would like to be through in 
a day. 

The Commission accordingly ad- 
journed at 4.15 p.m., Monday, July 
9th, to Tuesday, July 10th at 10 
o’clock a.m. 


FIFTY-SECOND DAY, 
MORNING SESSION. 
Toronto Tuesday, July 10th, 1906. 


MR. TILLEY: I propose to take up 
the Central Life this morning and I 
wilt call Mr. Thomas Crawford. 


CENTRAL LIFE INSURANCE COM- 
PANY OF CANADA. 


Mr. R. L. McKinnon appeared for 
the Company. 

THOMAS CRAWFORD, M.P.P., 
sworn, examined by 

MR. TILLEY: Q.—Youn were the 
President of the Central Life Com- 
pany at the time of its organization? 
A.—I was the first President, yes. 

Q.—And you continued to be Presi- 
dent of it up to within a few months 
agoP A.—Yes. 

Q.—You were President up to the 
end of the year 1905? A.—Yes. 

Q.—Then you sold your stock in the 
Company? <A.—Yes. 

Q.—And ceased to be a director or 
an officer of it? A.—Yes, sir. 

Q.—So that at the present time 
do you hold any stock in itP A.— 
No. 

Q.—Did you bring the company into 
existence or were you brought in as 
President after the idea of forming 
the company had been conceived by 
some person else? A.—After the idea 
was formed and the company was 
practically brought into existence. 

Q.—By whom was it practically 
brought into existence? A.—Mr. J 
M. Spence. 

Q.—He afterwards became the 
Manager of the Company? A.—Yes. 

Q.—And continued as Manager all 
the time you were President except 
for a short time I think when he had 
leave of absence? A.—Yes. 
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Q.—Then could you tell me how 
you came to be associated with it? 
A.—Mr. Spence came to see me; my 
recollection of it is that Mr. Spence 
with three gentlemen who afterwards 
became associated with the _ institu- 
tion and directors, and who were 
friends of Mr. Spence in the place 
where he came from, the County of 
Wellington—they had intended as I 
understood it to form a company and 
conduct the business, make the Head 
Office, Wellington, some part of it, 
perhaps where they are now, in 
Guelph, and afterwards they deter- 
mined that it might be better to 
come to Toronto and get some one at 
least associated with them here, and 
so Mr. Spence came and interviewed 
myself, and then afterwards a solici- 
tor was interviewed who became asso- 
ciated with the concern and attended 
to the legal work, Mr. St. John, now 
the Hon. Mr. St. John. 


Q.—It was brought about to some 
extent at any rate by the change of 
plan of the company to some extent 
in coming from the County of. Wel- 
lington down to the City of Toronto 
possibly, and desiring to get some 
well-known Toronto persons connect- 
ed with the company? A.—I sup- 
pose, yes. 

Q.—And you were interviewed in 
that connection by Mr. Spence and 
the other persons who afterwards be- 
came directors, I suppose? A.—Yes, 
well, we had a conference, we met to- 
gether in Fergus; I went with Mr. 
Spence to see these gentlemen in 
Fergus, one of whom I was fairly well 
acquainted with, Dr. Groves, who be- 
came the Medical Referee. 


Q.—And a director of the company ? 
A.—Yes. 

Q.—You became aware then of the 
change in plan of the promoters of 
the company in coming from the 
County of Wellington down to Tor- 
onto? A.—The matter was not dis- 
cussed particularly then so far as my 
recollection is concerned, but I think 
perhaps Mr. Spence in conversation 
with me gave me to understand that 
more than as to any discussion in 
connection with the meeting of the 
others interested or about to be inter- 
ested. 

Q.—Then did Mr. St. John become 
interested in the company as the re- 
sult of a discussion with yon? A.— 
Well, yes. Mr. Spence and I talked 
as to who we might get to act as 
solicitor for the company here, and 
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I could not say whether Mr. Spence 
named Mr. St. John or whether I 
named Mr. St. John, or perhaps 
others; however, his name came down 
to Mr. St. John becoming the solici- 
tor for the company. 

Q.—Was it understood at that time 
that he would become a director as 
well? A.—I do not know whether there 
was any understanding; I have no 
recollection that there was any fixed 
understanding. However, afterwards 
he became a director. 

Q.—Would you tell me whether you 
had had any previous experience in 
life insurance business? A.—As to 
myself, you mean? 

Q.—Yes? A.—No, I had no pre- 
vious experience in life insurance busi- 
ness, 

Q.—Were you aware of the condi- 
tions that existed at that time when 
you became president of this com- 
pany? A.—Yes, I may say so far as 
I know the conditions were that two 
of these gentlemen acted as trustees 
and received the money as it was 
forwarded by the subscribers for stock 
and deposited it in the bank. 

Q.—I was meaning general insur- 
ance conditions, were you aware of 


the difficulty that would meet a young ~ 


company starting out to develop an 
insurance business? A.—I would not 
like to say I gave that very much 
consideration, neither was I an ex- 
pert on that particular line. 

Q.—Your knowledge became broad- 
er in that respect afterwards I pre- 
sume? A.—Undoubtedly, I came to 
know a little more of life insurance 
work. 

Q.—With the experience that you 
gained subsequently and the know- 
ledge you acquired in connection with 
this company would you say whether 
at that time there was any crying 
need of a new life insurance company 
in Canada, or was the market pretty 
well supplied? A.—TI think there was 
room, I think there was room suffi- 
cient and enough business ‘to be se- 
cured by a well-ordered, well-directed 
and well-managed concern. 

4 Q.—You still think that? Atel 
0. 

Q.—There have been a great many 
new companies started in recent years, 
oe before and some after this? A. 
— Yes. 

Q.—Probably more in the last ten 
years than there were in the preced- 
ino ten?  <A.—Perhaps so. 

Q.—Then you say that prior to 
your connection with the company 
moneys paid in by subscribers for 
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stock were paid to what two directors 
or Provisional Directors? A.—-Dr, 
Groves and— 

Q.—Dr. BisselP A.—Mr. Bissel, 
he is a business man in Elora I think, 
not a medical man. 


Q.—And these two gentlemen kept 
the money as trustees for the Cen- 
tral LifeP |A.—They paid it in to 
the Central Life in the bank, which 
could not be drawn then; it was per- 
fectly well guarded in that respect. 

Q.—And the money was used I sup- 
pose in the early stages for getting 
out prospectuses and getting sub- 
scriptions for stock? A.—There was 
certain expenditure, I could not 
say just exactly, speaking from mem- 
mory the expenses of organization 
which had to be provided for, my re- 
collection of it is that we were very 
economical and congratulated our- 
selves, perhaps congratulated Mr. 
Spence in the securing of the stock 
at the least possible expenditure. 

Q.—You cannot say I suppose from 
recollection what that expenditure 
amounted to? <A.—I could not say. 

Q.—Mr. Spence will no doubt be 
able to give us that from the books? 
A.—Yes. 

Q.—Then the balance I suppose 
that was with the trustees would be 
paid over to the company as soon as 
it was incorporated? A.—The ac- 
count was opened in the name of the 
company. 

Q.—I think probably your recollec- 
tion is a little in error there; I think 


‘at a certain time there was a balance 


which had been standing in the name 
of the trustees that was then paid in 
to the credit of the bank; that is my 
recollection; however the company 
got the full subscriptions that the 
shareholders paid less the organiza- 
tion expenses? A.—Yes. 

Q.—Did any expense come out of 
that fund to your knowledge for any 
of the Provisional Directors? A.— 
Not a cent to my knowledge. 

Q.—No payments were made for 
their services in organizing the com- 
pany? A.—Not to my knowledge. 

Q.—Does that apply to Mr. Spence 
as well as the others so far as your 
knowledge goes? A.—So far as my 
knowledge goes, so far as my recollec- 
tion is, he never received for the work 
done in connection with the organiza- 
tion anything other than the expenser 
supposed to be in connection with the 
sale of stock. 

Q.—Commission paid to agents and 
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tion. 


Q.—Was it decided before you be- 
came a party to the negotiations as 
to how the company would be incor- 
porated, whether by letters patent or 
by a private Act? A.—I do not think 
the matter of private Act was ever 
discussed. 

Q.—There was never any discussion 
as to the benefit or the detriment of 
being under letters patent rather han 
a private Act of Incorporation? A. 
—No, I think a private Act of In- 
corporation was never discussed. 

Q.—It was always assumed it would 
be letters patent? A.—Yes. 

Mr. Tilley files as exhibit 133 a copy 
of the letters patent, (reads). 

Q.—Was there any special discus- 
sion about any of the clauses in this 
charter, do you remember? A,—Not 
that I have any recollection of, doubt- 
less the different clauses may have 
been discussed but it was largely a 
matter of the solicitor and perhaps 
the promoter, Mr. Spence, dealing 
with Dr. Hunter as the Superintend- 
ent of Insurance. 


Q.—And working out the _ provi- 
sionsP A.—Yes. 

Q.—There was no special discussion 
by the Board of the provisions, do 
you remember? A.—I do not re- 
member just now. 

Q.—Just to make the record com- 
plete in that regard, I think the 
name of the company was subsequent- 
ly changed from the Central Life In- 
surance Company to the Central Life 
Landes Company of Canada? A. 
—Yes. 

Q.—By an Order in Council? A. 
—Yes. 

Q.—The reason for that being what? 
A.—We thought it was a little broad- 
er. 

Q.—Was there not some confusion 
caused with some American Company 
having the same name? A.—Not to 
my recollection. 

Q.—There seems to be some men- 
tion of that? A.—We thought that 
the Central Life Insurance Company 
of Canada would give us a little more 
breadth, and apply for a Dominion 
license we thought that it was in the 
interest of the company. It was sug- 
gested by the Manager and acted up- 
on by the Board, believing that it 
would perhaps strengthen us a little. 

Q.—I see the copy of the minutes 
of the Board meeting held on-August 
26, 1904, shows that the petition con- 
tained this provision—and I attach 
a copy of that to the letters patent, 


A.—Yes, that is my recollec- 
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also a copy of the Order in Council 
—‘‘First: That your petitioners were 
duly incorporated” etc. (Reads down 
to the words ‘‘Central Life’’)P A.— 
Perhaps that was given as a reason. 


Q.—But a change was made appar- 
ently in September, 1904? A.—Yes. 


Q.—Before the letters patent were 
issued I think you issued a prospectus 
of the company, did you not? A.— 
Mr. Spence would remember more 
about that. 


Q.—I am not going to bother you 
much about that, but I just want to 
put it in in the order; there is no 
doubt that is the prospectus ? A.— 
I suppose. 


Prospectus filed as Exhibit 334. 


Q.—Did you. undertsand what was 
meant by the possibility of impair- 
ment of capital in an insurance com- 
pany at that time? A.—Perhaps I 
did at that time, but just as to how 
fresh it is In my memory now— 


Q.—Probably not quite so well as 
you did afterwards? A.—Probably 
not quite so well as I did afterwards. 

Q.—Would you now say that it was 
a proper assumption that $2.50 on 
each share would be sufficient to avoid 
any possible impairment of capital, 
or do you think it would be still pos- 
sible— A.—In the matter of the sale 
of stock I think that $2.50 a share 
should be sufficient, 

Q.—Did it turn out to be sufficient 
with the Central Life? A.—Well, 
so far as the sale of stock is concerned 
perhaps it did. 

Q.—I do not quite follow what you 
mean by the sale of stock; the idea of 
this paragraph in the circular is that 
by paying $2.50 to be carried to sur- 
plus and not credited on the capital 
stock that that will be sufficient to 
provide a surplus and avoid any pos- 
sible impairment of capital stock? A. 
—Just as it occurs to me now, and 
I am only speaking from memory, I 
have not given’this thing any con- 
sideration at all lately—I got my 
subpoena yesterday, I did not know 
I was going to be here—but it occurs 
to me that has reference to a further 
issue of stock and the sale of that 
stock and that this $2.50 a share 
might be called for so that there 
would be sufficient to pay the expenses 
of the sale of stock. 

Q.—That was your idea of it? A. 
—That occurs to me now. I am not 
giving it as being absolutely a cor- 
rect answer to the question, but it 
occurs to me that that was what was 
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in our mind at that time; Mr. Spence 
would be more conversant. . 

Q.—In carrying on insurance busi- 
ness there is an impairment of capi- 
tal in the early years unless there is 
some surplus found to provide for it 
by reason of the expenses being so 
high and the reserve that the Gov- 
ernment requires to be set apart? 
A.—Just so. 

Q.—That is a thing that causes im- 
pairment of capital? A.—Yes. 

Q.—Was it not the intention that 
persons should understand, and is it 
not the reasonable inference from 
this that that $2.50 per share was to 
take care of that phase of the com- 
pany’s business and prevent any im- 
pairment of capital as the result of 
putting up the reserve? A.—Per- 
haps it was. 

Q.—There could hardly be any other 
meaning to it to a person reading 
this, I would think? A.—My recol- 
lection is that at the time that pros- 
pectus was issued there was in our 
minds and that of the Manager who 
made recommendations and_ largely 
responsible for the prospectus — I 
think in consultation with the solici- 
tor that what was in our minds was 
that in any further issue of the stock 
there would be this $2.50 a share ask- 
ed in connection with it to be appled 
to the reserve, but our stock had been 
up to that time sold at par; that is 
my reco!lection, and that this was what 
was in he minds of the Manager and 
the Board at that time when this 
prospectus was issued. I may not be 
strictly correct, because I cannot state 
from memory but that occurs to me 
as what was in our minds at that 
time. The Manager will be clear on 
that. 

Q.—The $2.50 at any rate was not 
sufficient to prevent impairment in 
the conduct of the company’s busi- 
ness ? A.—Perhaps it would if all 
their payments were met. 

Q.—What do you mean by other 
payments? A.—Premiums and _ so 
forth, so that the expenses would not 
exceed, or in other words that com- 
missions might not be paid on busi- 
ness that there were no returns from. 

Q.—What are you referring. to 
now? A.—I am referring to agents 
who secure business and they are paid 
commissions on business and the in- 
sured gives a note, and these notes 
.are returned as cash and they are 
never realized on; and_ because of 
that there must be a going behind. 

Q.—There was impairment of capi- 
tal in the Central; was there not? 
A.—Yes. 
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Q.—In 1902 there was impairment 
of at least $5,435.62? Ai—.Yes! 
Q.—Assuming this to be correct, I 
will get Mr. Spence to verify it later; 
in 1902 $15,004.02; in 1904 $20,177.25; 
1905 $36,194.11—the impairment 
steadily increasing. Taking the years 
during which you were President, 
that is up to the end of 1905, and 
that would include all these figures— 
but up to the end of 1904 all these 
notes that the insured had handed to 
the company were still being carried 
in the account and treated as cash? 
A.—Not all. 
Qe I) think? sor A.—Were they? 
Q.—Up to the end of 1904, they 
were—is not that right Mr. Spence? 


MR. SPENCE: Yes. 

MR. TILLEY: Up to the end of 
1904 there is nothing to be accounted 
for by the notes, because you treated 
them as cash in ascertaining this im- 
pairment—that would do away with 
that argument? A.—My recollec- 
tion was they were discounted to a 
certain extent, however— 

Q.—Whether thev were discounted 
or not the company in its balance 
sheet each year was taking credit for 
the full amount of these notes, there 
was nothing ever written off to profit 
and loss? A.—I understood a little 
different; that is my recollection of 
it. 

Q.—Apparently the $2.50 was not 
sufficient at any rate in the case of 
the Central to cover that impairment? 
A.—It seemed the impairment came. 

Q.—If you were commencing a com- 
pany now would you leave out that 
statement from the prospectus, that 
$2.50 per share would prevent im- 
pairment, or would you carry on the 
business of the company differently, 
and not have the impairment? A. 
—My knowledge of life insurance now 
is that $2.50 a share would be suffi- 
cient if the business of the company 
were carried on both economically and 
wisely. 

Q.—In the carrying on of the busi- 
ness of the Central has it been carried 
on economically and wisely? AI 
would not say it has been otherwise, 
other than this, that the Manager 
was in very poor health for the last 
two years, and it had a very serious 
effect on the business; there is no 
question about that. 

Q.—I see he was given leave of ab- 
senceP A.—Yes, that was two years 
nearly; he had been suffering, suffer- 
ing very much, and absence from the 
office weeks at a time through illness, 
and it had a very serious effect on 
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the business, there is no doubt about 
that. 


Q.—Do you think that that ac-- 


counts to some extent for the impair- 
ment of capital in the Central? A. 
—Largely. 

Q.—Just referring to that matter 
I notice the resolution gives him leave 
of absence provided that any expeuse 
paid to get assistance while he is 
away should be deducted from his 
salary? A.—Yes. 

Q.—I think your last act as Presi- 
dent was to see that that was carried 
out in that way? A.—Yes, we did 
not add to the staff but we worked 
overtime. 

Q.—Some of the employees worked 
overtime? A.—Yes. 

Q.—And I say just as you were de- 
parting you had it noted that this 
expense should be taken from his sal- 
ary pursuant to the original resolu- 
tionP A.—Yes. 

Q.—Did you know that that was 
rescinded after you left? A.—No. 

Q.—You were not aware of that? A. 
—No. never heard of that. 

Q.—Your parting resolution did not 
seem to avail much, becanse the direc- 
tors turned it around afterwards and 
ordered it should not be charged to 
Mr. Spence? A.—I know nothing of 
it, and they are responsible. 

Q.—It was not a very large amount, 
but we will take that up with Mr. 
Spence as the proper person to deal 
with that, as he was there at the 
time and it was changed after you 
left. T do not want to vo into de- 
tails of matters that Mr. Spence 
shonld know more than you about, he 
was the manager throughout? A.— 
Yes. 

Q.—As well as the original promot- 
er? A.—Yes. 

Q.—And T snppose to a great ex- 
tent yon and the other directors re- 
lied on him to conduct the affairs of 
the comnanyv?P A.—Yes. 

Q.—The original nnmher of direc- 
tors in the comnany was seven? A. 
—That ig my recollection, 

Q.—And the persons who were nam- 
ed in the letters patent were the direc- 
tors? A.—Yes. 

Q.—Subsequently the number was 
reduced to six? A.—One of the direc- 
tors. Major Craig, resigned and we did 
not fill his place. 

Q.—So that you reduced He num- 
ber of the directors to six? A.—Yes. 

Q.—Did he resign or was he got rid 
of from the Board? A.—He resigned, 
his reasons being, as far as my recol- 
lection is concerned, that his time was 
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fully taken up and he did not feel 
that he was free to come to Toronto 
to attend meetings. 

Q.—You think then he desired to be 
relieved of the position of director and 
the Board was reduced? A.—That is 
my recollection. 

Q.—The Board continued six till Mr. 
St. John dropped out of the Board 
and then it was five? A.—Yes, 

Q.—Was there any division between 
the directors at about that time? A. 
—Nothing that I am aware of. 

Q.—I notice that up to the meeting 
when Mr. St. John ceased to be a 
director and the Board was reduced to 
five that the President had been cast- 
ing a single vote for all directors? 
A.—Yes. 

Q.—And at this meeting there was 
a motion to change the number. of 
directors to seven, another motion to 
keep it at six and "another amendment 
to make it five? A.—Yes. 

Q.—And those were all voted on? 
A.—Yes, 

Q.—And then the directors were vot- 
ed on? A.—Yes. 

Q.—Was there any disagreement be- 
tween the directors at that time? A. 
--Not that I am aware of; if there 
were any friction at all it would be 
between the Manager and the solici- 
tor. 

Q.—And you do not know anything 
about that? A.—I cannot say any- 
thing particular abont that. 

Q.—Was there any friction between 
you and the Manager at that time? 
A.—No, no friction, but after the di- 
rectors were elected I may have said to 
the Manager that perhaps we did not 
do the wise thing in leaving off Mr. 
St. John, but we had no particular 
friction or quarrel or anything of that 
kind. 

Q.—The way the minutes read would 
rather lead one to think that there 
was a disturbance in what was previ- 
ously a very friendly and amicable 
family? A.—No, there was no quar- 
rel; my recollection of it is that per- 
sonally I thought we made a mistake 
in leaving Mr. St. John off. 

er did not leave him off? A. 
—-No. 

Q.—Yon voted for him? _A.—Yes. 

Q.—And the intimation you would 
give to Mr. Spence would be, I think 
perhaps you have been making a mis- 
take, is not that about the nature of 
the intimation, you say ‘‘We made a 
mistake.”’ you did not make any mis- 
take because you tried to keep him on? 
A.—I would be speaking generally. 
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Q.—Was it any dispute as to the 
conduct of the company’s affairs? A. 
—Well, not so far as the Board—my 
recollection is not so far as the Board 
was concerned. Whatever contention 
there was for friction might be in con- 
nection with the business or the man- 
ner of conducting the business would 
be between the solicitor and Mr. 
Spence— 

Q.—You were the Prasident at the 
time; if there was just a mere per- 
sonal dispute between Mr, Spence and 
Mr. St. John I do not know that we 
are much concerned with it, but if it 
is something that affects the conduct 
of the company’s business we want to 
know all about it? A.—TI do not know 
anything affecting the business of the 
company. 

Q.—Did it arise out of the conduct 
of the business of the company? A.— 
I could not answer that question for 
this reason, that any friction there 
was between Mr. St. John as solicitor 
and Mr. Spence as Manager, and it 
might be abont the conducting of the 
business; if it was then these two 
gentlemen will know it, I do not. 

Q.—It was no dispute to which you 
were a party on one sideP A.—No. 

Q.—It was no dispute as between 
Mr. Spence and Mr. St. John and 
yourself? A.—No., 

Q.—But in the dispute, whatever it 
was, you were with Mr. St. John? A. 
—Yes, I felt that it would be better 
for us to keep him in the company. 

Q.—But your view was over-ridden 
by Mr. Spence who controlled the 
proxiesP A.—Apparently. : 

Q.—Now what means was taken to 
get proxies in the company? A.—The 
Manager sent out notices and the 
names to be filled in—I suppose they 
had a form of proxy. 

Q.—Yes. the form is a very ordinary 
form, there is nothing I need to draw 
attention to at all—were they sent ont 
with the notice of the annual meet- 
ing? A.—Yes. 

Q.—Wos the name of any person or 
officer filled in the proxy as it was sent 
out? A.—Not to my knowledge. 

Q.—(To Mr. Spence)—Was there any 
name in the proxy? 

MR. SPENCE: The proxy that was 
sent out was blank; the last two or 
three years the names of the directors 
were on the bottom of the proxy and 
thev could use any one of them or 
anybody else thev wished, but there 
hiss no name filled in the Damted 

orm. 

MR. TILLEY: Mr. Spence seems 
to have got a lot of proxies, he al- 
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ways had enough proxies to vote down 
all the rest, almost from the start? 
A.—Perhaps not quite so much as 
that; but I suppose that could be 
accounted for in this way: Mr. Spence 
was better known to the shareholders 


Q.—Was there any method adopted 
that you know of by Mr. Spence to 
get any of these proxies in his own 
name? A.—Not anything unusual or 
particular so far as I know. 

Q.—Do you know whether he got the 
agents to see that his name was filled 
in? A.—Not to my knowledge. 

Q.—Was that ever suggested to you? 
A.—Not so far as I have any know- 
ledge. 

.Q.—Was there any discussion at all - 
between you and Mr. Spence as to 
how he happened to get so many 
proxies? A.—Not to my recollection. 

Q.—Was there any effort to get 
proxies prior to the meeting when 
Mr. St. John was left off the Board? 
A.—If that was done it was unknown 
to me. 

Q.—You made no effort? A.—No. 

Q.—Did you know that there would 
be a vote taken with respect to di- 
rectors at that meeting? A.—I did 
not. 

Q.—When did you first learn that? 
A.—When the meeting was in session. 

Q.—That vote was taken at the 
meeting that was held on January 
24th, 1905, the annual meeting of the 
company? A.—Yes. 

Q.—That is what the minutes show? 
A.—Well. 

Q.—At that meeting apparently you 
held 40 shares, that you owned in 
person P ALONG) was it 25? 

Q.—Apparently you had 40 here, 
were you holding any in trust? A.— 
Yes, I think I was. 

Q.—Or were the shares of any de- 
faulting shareholder transferred to 
you? A.—Mr. Spence would remem- 
ber; there was Dr. Graham’s 20 shares 

Q.—Had his shares been forfeited 
and transferred to you or had they 
been sold to you? A.—They were 
transferred to me in trust. 

Q.—Whv? A.—That would be the 
question that Dr. Graham would have 
to answer. 

Q.—In trust for whom? A.—Dr. 
Graham. 

Q.—Dr. Graham himself? A.—Yes. 

Q.—What did you do with the 
shares ultimately? A.—Ultimately 
transferred them to him. 

Q.—Then I should not ask you that 
question: there were a great many 
shares held that came into Mr. Spence 


1642 ROYAL COMMISSION ON 


52nd day, July 10, 1906. 


in conection with shareholders that 
defaulted? A.—I had nothing to do 
with anything of that kind. 

Q.—Then by proxy ‘you had 209 
shares, making 249 votes at the meet- 
ing. JT. EK. Bissel had 20 shares in 
person and 51 shares by proxy, mak- 
ing 71 shares; James Dowe, M.B., had 
20 shares in person, 155 by proxy, 
in all. Dr. Groves had 40 shares in 
person, and 108 by proxy, making 
148. J. M. Spence had 146 in per- 
son and 1,277 by proxy, making in 
all 1,423 votes. J. W. St. John had 
20 shares in person, 155 by proxy, 
making 175 in all. KE. Daniel, 10 in 
person, 5 by proxy, making 15. Then 
on the margin on this page is a for- 
mal certificate signed by EK. Turner— 
do you know who EK. Turner was— 
was he one of the clerks in the office? 
A.—I do not know of any clerk who 
was in the office of that name. 

Q.—It reads in this way: “I have 
compared the proxies received in favor 
of the following shareholders with the 
stock ledger and certify that the num- 
ber credited and set out opposite to 
each person, namely, Thomas Craw- 
ford, T. E. Bissel, James Dowe, A. 
Groves, J. M. Spence, J. W. St. John 
and E. Daniel are correct., Dated 
93rd January, 1905’’—did that come 
to the meeting in that way; do you 
remember that page 113 of the minute 
book showing the summary of ‘the 
stockholding? A.—My recollection of 
it is that that was before us. We 
usually had things in proper form 
and I have no doubt that would be 
before us in that form. 

Q.—At the previous year the proxies 
stood in this way: Thomas Crawford 
177, T. E. Bissel, 40, James Dowe 
46; J. W. St. John 36; Dr. Groves 
43; Thomas Portch 10; J. M. Spence 
769; so that Mr Spence had received 
over 500 more proxies, and Mr. St. 
John had received about 120 more 
proxies, does that not bring to 
your recollection an attempt to 
get proxies for that meeting for 
1905? A.—So far as my recollection 
is concerned I have no knowledge, I 
have no recollection of any particular 
effort being made with any purpose 
in view of making any change on the 
Board or for any other reason. 

Q.—I notice that in the by-laws of 
the company a certain notice must 
be given; it is by-law number 4 sub- 
section 2: ‘‘The number of directors,”’ 
etc. (reads). Do you know whether 
a notice was given for this meeting 
in January, 1905? A.—I have no re- 
colleetion. 
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Q.—That a change in the number of 
directors would be sought?,A.—I have 
no recollection of it, I believe I stat- 


ed that the first intimation I had 


of this was when we were in session. 
Speaking from memory, and memory 
only, I do not want to be considered 
as one that will say I am absolutely 
correct, it might be that notice was 
given but I have no recollection of it. 

Q.—At page 122 the minutes read 
in this way: ‘‘A communication was 
then read by the Manager from Henry 
H. Unsworth asking that the Board 
of .Directors be reduced to five?’ A. 
—I never heard the name before to 
my recollection, 

Q.—You cannot place that letter 
coming from Mr. Unsworth ag being 
instigated by any particular director? 
A.—WNo. 

Q.—Then it goes on to provide that 
the matter should be taken up, and 
it was moved by Mr. Daniel, and 
seconded by Rev. A. C. Wilson that 
the number of directors be five. Mov- 
ed in amendment by Dr. Groves, sec- 
onded by Dr. McKibbon, that the 
number of directors be six. Moved 
In amendment by Dr. Dowe, seconded 
by W. N. Andrews that the number 
of directors to constitute the Board 
be raised to seven. Then it was mov- 
ed by Mr. Spence and seconded by 
Dr. Dowe that the better way would 
be to have the shareholders vote by 
ballot,’’ etc. (Reads resolution). That 
was carried. Scrutineers were ap- 
pointed and the vote came in 1,777 
for five directors, 308 for six directors, 
and 137 for seven directors. Then you 
declared that the five directors must 
constitute the Board and the ballot 
was taken for the directors. I see 
you got 1,945 votes, Mr. Bissel 
2,184 votes, Mr. Dowe got 2,083 votes, 
and Dr. Groves 2,039; J. M. Spence 
2,179 and J. W. St. John 489, and 
John McGowan, 25, and James Sparl- 
ing 5, and you declared Messrs Craw- 
ford, Bissel, Dowe, Groves and Spence 
the Directors. You were re-appoint- 
ed then the President of the Com- 
pany? A.—Yes. 

Q.—And you continued as Presi- 
dent until the end of the year 1905? 
Ayes. 4 ; 

Q.—I notice there was a meeting of 
directors on January 15th, 1906? 
A.—yYes. 

Q.—And on that date you were pre- 
sent and were in the Chair, but dur- 
ing the meeting this note appears: 
“The President, Mr. Crawford, ten- 


dered his resignation as°a member of 
1 
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the Board of Directors, and on motion 
of J. M. Spence, seconded by Dr. 
Dowe, the same was accepted’’—that 
was just before the annual meeting? 
A.—I was not present. 

Q—Did you leave before that? A. 
—yYes, I was not present when that 
motion was carried. 

Q.—You: were at that meeting? A. 
—yYes, I was at the meeting. 


Q.—Did you leave. after resigning? | 


A.—Yes. ; 

Q.—Did you resign having made up 
your mind to do it sometime before, 
or was it as the result of some discus- 
sion that took place between you and 
Mr. Spence that day? A.—Well, per- 
haps a little of both. 

Q.—Let us know the discussion that 
took place that day? A.—Of course 
T had been giving a good deal of time 
to the business during the three 
months of Mr. Spence’s absence, and 
Mr. Spence then was not in an improv- 
ed condition of health ; it seemed to me, 
as it did to some of the others, that his 
health was not sufficiently good that he 
should continue as the active manager ; 
and I thought in the condition I found 
the business in that in the interest 
of the company a change would be a 
good thing so far as the Manager was 
concerned, 


Q.—A change in the Manager? A. 
—Yes, and I expressed myself so, and 
I said I would like very much if I 
were associated with any institution to 
know that it was growing, if there was 
not a possibility of making it grow I 
would then know the reason why or 
give it up; that is in plain words. I 
said at the Board that if a change was 
made I would remain and give my time 
and my best efforts towards the work 
of the company, and if not I gave 
the other alternative that I was will- 
ing to hand in my resignation, they 
pay me for my stock, and I would 
retire, 

(.—Then there was an ultimatum 
delivered at that meeting before you? 
A.—That was the ultimatum. . 

Q.—That Mr. Spence should get 
out? A.—No, not exactly. 


Q.—As Manager? A.—I did not in- 


tend in my own mind that Mr Spence 
should get out; he was in a weak state 
of health, and I felt a more active, 
stronger. energetic man must be at the 
head of the affairs of the company in 
order to make a success of it; that was 
mv view. 
Q.—Did you intend to take the man- 
agement yourself? A.—No. 
Q.—What did you propose to do? 
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A.—I did not make any particular 
proposition. 

Q.—What was in your mind? A.— 
What was in my mind was to en- 
deavour to secure a capable man as 
a Manager for the company. I do not 
pretend to be an insurance man, I did 
not want the work. 

Q.—Were you going to take an ac- 
tive working interest in the company’s 


-business? A.—No, I had too much 


work to do then, very glad to get 
out and get relief. 

- Q.—It was not in your mind that 
you should take any more active in- 
terest? A.—No, not so much as I 
had. 

(.—You had been taking consider- 
able work during Mr. Spence’s ab- 
sence? A.—Three months’ absence, 
yes. 

Q.—Was there any discussion as to 
remuneration for that work? A,—No, 
not to my recollection. 

Q.—Was that question ever raised by 
you? A.—No, not so far as I was 
concerned. 

Q.—The idea at that time was that 
Mr. Spence, owing to his condition of 
health, should give up the active man- 
agement? A.—That was in my mind. 

Q.—Was it solely on account of his 
condition of health that you thought 
that he should give up the manage- 
ment? A.—Well, yes, perhaps it was 
all on account of his condition of 
health. I had from my experience 
with Mr. Spence got in my mind and 
convinced that if his health was good 
he was a capable insurance man. 

Q.—So that you remained of the 
opinion that you must have formed 
when you went into the company I 
suppose, that you had a capable Man- 
ager? A.—I never thought anything 
to the contrary until his health failed. 

Q.—And do not yetP A.—Well, I 
suppose I am not called upon to ex- 
press an opinion now inasmuch as 
I am not interested at all. 

Q.—Yon are interested in this way, 
I would like to compare’ your views 
of the situation with your speeches 
at the annual meeting, for instance? 
A.—Yes: in answering that question 
von would have to give me some as- 
surance that Mr. Snence’s health was 
equal to what it was in the first years 
of management. 

Q.—Is that the only matter that was 
in your mind? A.—If that was so I 
think he is a capable man. 

Q.—Based entirely on the question 
of his health; the company made all 
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the progress you could reasonably ex- 
pect of it, do you think, during the 
time you were President? A.—I would 
not say that. 

Q.—Did you criticize that feature 
with Mr. Spence? A.—Occasionally, 
yes. 

Q.—Did he agree with you or disa- 
gree? A.—He never put me off with 
a sore henvt. 

Q.—He rather met your view? A. 
—He was rather disposed to be optim- 
istic as to the future. 

Q.—Had you got pessimistic? A.— 
No, I cannot say that; I am not 
given to that sort of thing, but I was 
anxious to see a better condition of 
things. that is all. 

Q.—Were you willing to make the 
same speech in 1906 if you had re- 
mained, as in 1905 when you were 
there? A.—No. 

Q.—What had changed your view in 
the meantime? A.—The condition of 
Mr. Spence’s health. 

Q.—And yon thonght his health had 
not recovered? A.—I think it was 
very clear. 

Q.—Did you know or feel if yon did 
not resign that you would be left off 
the Board, did you anticipate that? 
A.—No. 

Q.—Did yon in any way discnss the 
voting power that Mr. Spence had and 
criticize that aspect of his position as 
a Manacer? A.—No. 

Q.—That was never discussed? A. 
—No. 

Q.—In all your discussion with him 
were you cognizant of the fact that he 
was in control? A.—It never occurred 
to my mind. 

Q.—Of the appointment of direc- 
tors? A.—It never occurred to my 
mind. 

Q.—You had seen it demonstrated 
the year before with Mr. St.. John? 
A.—Yes. 

Q.—And that was all due of course 
to Mr. Spence’s voting? A.—Yes, 
largely. 

Q.—He must have voted to have 
five directors, and he must have voted 
for the five, and his vote would carry? 
A.—Yes, that is true. 

Q.—Do you think that is a proper 
normal position for matters in an in- 
surance company, that the Manager 
shonld have it in his power to put all 
his Board of Directors off at any year 
and re-elect new ones? A.—T do not 
think it is a healthy condition. 

Q.—If that was not a healthy con- 
dition did you ever try to rectify it 
in your company? A.—No, that fea- 
ture, to my memory, never was dis- 
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cussed. I don’t think TI ever discussed 
it either privately or publicly with 
Mr. Spence or the members of the 
Board. I have no recollection of it. 

Q.—I see that at the end of 1905, 
by way of preparation for the annual 
meeting in January, 1906, that Mr. 
Spence again had a large voting pow- 
er. Did you know what proxies he 
had received? A.—I did not. 

Q.—Were the proxies sent in for 
each annual meeting separately, or 
was the same proxy used for succes- 
sive meetings? A.—I think the prox- 
ies were got for 1905 and 1906 if my 
memory serves me right. I stand to 
be corrected. 

Q.—So that probably it would be for 
two yearsP A.—Yes. 

Q.—When you said Mr. Spence 
would have to give up the manage- 
ment and a good healthy Manager be 
appointed or you would resign, you 
made it a condition; I suppose, that 
your stock shonld be taken off your 
hands? A.—Well, scarcely. 

Q.—You assnmed that that would be 
done? A.—Yes, 1 think, perhaps, 
when I made the statement that I was 
willing to resign my position, it is 
possible I think T did say, that if any 
of the members of the Board would 
relieve me of my stock I would re-. 
tire from the company. 

Q.—At what rate were you relieved 
of your stock? A.—At 15 per cent., 
paid up. What TI paid. 

Nea got back your money? A. 
—Yes. 

Q.—And who took it? A.—Mr. 
Spence. Mr. Spence gave me a cheque 
for it. 

Q.—To make the record of proxies 
complete T will rend the remainder of 
the list. Philin T. Kelly, 109 votes in 
person and 190 by proxy, making 290. 

EK. Bissell, 20 in person, 49 by 
proxy, making 69. James Dowe, 20 
in person. 102 hy proxy, making 122. 
A. Groves, M.D., 40 in person and 
109 by proxy. 149. J. M, Snence, 234 
in person and 1,505. making 1,739 
votes. Do yon know what proxies you 
had to turn over at tne time you 
left the meeting? A.—I do not. 

Q.—I suppose you had not increased 
them mueh in 1905 or had you? A.— 
I couldn’t say. I paid no attention 
to the nroxy features. 

Q.—Did yon endeavour to get any 
proxies in 1905? A.—No, never made 
any effort. ? 

Q.—So that your voting power wonld 
be about the same strength as it was 
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the year before? A.—As far as any 
effort was concerned, it would be. 
Q.—When you had 249 votes. Then 
your stock was taken over and from 
that time you have ceased to be a 
shareholder in the company? A,—Yes. 


Q.—And what has happened since 
about the company I suppose you 
don’t knowP A.—I have no know- 
ledge. 


Q.—I notice that a resolution was 
passed, and I think you moved it, 
when the company was organized, that 
the first policies should be issued to 
the directors in the order of their 
appointment if application be made 
and approved? A.—Yes. 


Q.—Was that carried ont? A.— 
Largely, I think. I had No. 1, 


Q.—For how much? A.—$2,000. 


Q.—Straight life? A.—Twenty-year 
endowment. 

Q.—Did you pay the full premium 
STatea,ror ite.)  A:--Yes. 

Q.—No commission? A.—Yes, the 
commission was allowed off, 

Q.—At what rate? A.—TI conldn’t 
say from memory. Mr. Spence would 
be able to answer that correctly. 

Q.—Was a rule Iaid down for all 
the directors at that time? A.—TI 
couldn’t answer that question. 

Q.—Well, Mr. Spence, was a rule 
laid down? 

MR, SPENCE: Yes, they all got the 
usual commission, just the same as an 
agent would get. It was abont 40 
per cent. on a 15-year endowment. 

MR. CRAWFORD: Was it 15? 
Then TI will make that correction. 

Q.—Was that the only commission 
allowed? I mean to say, was that the 
only concession, rebate or commission 
or whatever yon choose to call it that 
any director got? 

MR. SPENCE: Yes, that is all. 
Each director that took insurance got 
that commission, 

().—Tlat is as much as any director 


got? 

MR. SPENCE: Yes. 

().—Dv you remember the securities 
that the company put up with the On- 
tario Government, Mr. Crawford? <A, 
—l have no particular recollection. 

Q.—Do you remember that it was at- 
tempted to put up Provincial and 
Building and Loan Association deben- 
tures? A.—Perhaps it was, I have no 
recollection particularly of it, 

Q.—Were you a director of that 
company? A.—Yes, | 

Q.—And the President of it? A.— 
Yes, 
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Q.—And Mr. St. John, was he a 
director of it? A.—No. 

Q.—Was he the solicitor of it? A. 
—He was the solicitor. 

Q.—Do you remember that deben- 
tures of that company were refused? 
A.—Il have no recollection, but it is 
very possible it may be so. 1 don’t 
know. 

Q.—Why do you say it is possible 
it may be soP A.—Well, inasmuch 
as 1 know something of Dr, Huuter’s 
views on Building and Loan deben- 
tures. 

Q.—What is the objection that is 
raised to them? A.—Well, Dr. Hun- 
ter regards Building and Loan deben- 
tures as not the class of security they 
wish to have. 

Q.—Why not? A.—I cannot tell you 
that. I do not know. 

Q.—The Provincial Building and 
Loan Association had _ terminating 
shares, had it not? A.—Some, yes. 

Q.—A great many, had it not? A, 
—Yes, a good many. A great many. 

Q.—Almost entirely? A.—Oh, they 
had some permanent stock. 

Q.—Very little by comparison with 
the terminating. How did it com- 
pare? I couldn’t answer you. It is 
a-good while ago, I couldn’t say just 
what the percentage was, but we had 
a large amount of terminating stock. 


Q.—And the position of matters was 
that shareholders at a certain time 
would be able to become creditors of 
the company in respect of that stock? 
A.—I don’t exactly understand. 

Q.—Conld they by deciding to with- 
draw? A.—By deciding to withdraw 
from what, from the Building and 
Loan? 

Q.—Yes? A.—Those who held term- 
inating shares? 

Q.—Yes? A.—Well, the terminating 
shares were supposed to mature. 


Q.—And when they matured, what 
would happen? A.—Then the indivi- 
duals who paid in 50 dollars would 
have a permanent share value of $100. 

Q.—Or could withdraw their money, 
could they not? A.—Perhaps that 
was a condition. 

Q.—Oh, but, Mr. Crawford, you 
were President of the Provincial 
Building and Loan and I think you 
would remember that, would you not? 
A.—Well, a great many things have 
come through my mind the last six 
years. : 

Q.—Nothing much more important 
than the Provincial Building and 
Loan? A.—Perhaps, when it was 
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there it was important, but it ceased 
to be important. 

Q.—Then do you say you have for- 
gotten? A.—I say my memory now 
is not sufficient in connection with 
these particular points to answer posi- 
tively. 

Q.—You cannot say now whether 
the shareholders in that company who 
had terminating shares, when their 
shares matured were or were not en- 
titled to withdraw their money? A. 
—My recollection is that they were 
entitled to withdraw it. 

Q.—That is they could cease to be 
shareholders and become creditors of 
the company. Unless paid they would 
become creditors and from the time 
they elected until paid they would be 
creditors, would they not? A.—Oh, 
perhaps so in that sense. 

Q.—That is to say the situation 
with the Provincial Building and Loan 
at that time was that the shareholders 
money was not fast to the company 
but could be taken from the company 
to a great extent? A.—Perhaps 
that is a sound argument on the line 
of Dr. Hunter’s views, that it does 
not give permanency to it. 

Q.—That would be the view, and 
the Provincial Building and Loan at 
the time these terminating shares be- 
came due was transferred, was it not, 
amalgamated, sold out? A.—Oh, they 
were not due from many of them. 

Q.—But they were commencing to 
mature? A.—Well, I suppose they 
were nearer than when {they were 
issued. 

Q.—And so near that some of them 
were matured? A.—Perhaps., so. 

Q.—That would be pretty near. 
Then did you afterwards invest in 
debentures of the Provincial Building 
& Loan for this insurance company? 
A.—Yes, I think we had a $5,000 de- 
benture if my recollection serves me. 

Q.—Did you ever have any more? 
A.—Not that I am aware of. 

Q.—Do you think that that was 
a proper thing for you to approve of 
after they had been refused by the 
Ontario Department, you being the 
President of the Provincial Building 
and Loan Association? A.—Yes, we, 
had the money to invest and we were 
getting 5 per cent. and my knowledge 
of the Provincial Building and Loan 
was to the effect that the debenture 
was good. 

Q.—You believed the 
good? A.—Yes. 

Q.—I sunpose it would be hard to 
conceive of a President of one com- 
pany putting the funds of another 
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company under circumstances where 
he would admit that he believed it 
was bad but they often become bad, 
do they not? A.—Well, that is some- 
thing I would not like to say or give 
my consent to. 

Q.—Is not that a dangerous thing 
for a person occupying a position of 
President of two companies, to be 
using the funds of one by way of pur- 
chasing debentures of the other and 
especially under the circumtances of 
this case, where the Department had 
refused to take ‘that’ debenture as 
security for a deposit? A.—Well, it 
was a matter of arrangement largely 
with the managers of both the insur- 
ance and the Building and Loan. 


Q.—Then do you say it was not 
something that was arranged by you? 
A.—No, it was not arranged by me 
at all but at the same time my recol- 
lection of it is that I did not raise 
any objection to it. 

Q.—That is putting it pretty mild? 
A.—Well, it. is. 

Q.—Didn’t you suggest it in the first 
place? A.—No, I wouldn’t say I did. 

Q.—Who was Manager of the Pro- 
vincial Building and Loan at that 


_time? A.—Mr. Davies. 


Q.—Did you not suggest to Mr. 
Davies that probably he could sell a 
debenture to the insurance company? 
A.—I have no recollection. 

Q.—Were the proceeds of that de- | 


benture that was sold used for any. 


particular purpose in the Provincial 
Building & Loan Association that you 
remember? A.—No, it would’ go into 
the general fund and be loaned out. 

Q.—Do you know whether any par- 
ticular loan was made of it? A.—No. 

Q.—Any particular transaction en- 
tered into with respect to it? A.— 
No. 

Q.—It was not money that was 
needed for some particular purpose 
that you knew of? A.—No, we were 
selling debentures then and the re- 
ceipts from the sale of these deben- 
tures went into our general fund and 
was loaned out as applications came 
in, 
Q.—There was no transaction be- 
tween the Provincial Building & Loan 
and yourself? A.—No, none what- 
ever. 

Q.—No borrowing by you from the 
Provincial Building? <A.—No. 

Q.—Then do you remember any dis- 
cussion about that with Mr. Spence, 
about taking that debenture? A.— 
No. 
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Q.—Was that approved by the 
Board? A.—Well, I could not posi- 
tively say whether the matter was 
discussed by the Board or not, whether 
there is a record of it on the minutes. 


Q.—Dr. Groves, during his address 
to the assembled shareholders, and to 
those represented by proxy, I suppose 
as well, on January 26th, 1904, spoke 
in this way: ‘‘Allow me to mention 
another department which, I believe, 
is of much interest to shareholders 
and policyholder and will undoubted- 
ly have an important bearing on the 
earnings of the company and the nat- 
ure of its securities in the future. I 
* refer to our Investment Department, 
which, in my opinion, and I think in 
the opinion of all the directors, is a 
most important branch of our busi- 
ness. A life insurance company should 
be built upon such solid and secure 
basis that it will endure forever and 
those entrusted with its affairs ought 
to act simply in the capacity of trus- 
tees whose duty it is to see that all 
investments are made with absolute 
security, and such has been the object 
kept in view by your directors. No 
loan or investment is ever made with 
out the unanimous approval of the 
members of the Board. Since our in- 
ception it has been a great pleasure to 
me to note that if the least objection 
is taken to any investment by any 
member of the Board it is at once 
thrown out. I know that the aim of 
the directors is to look for security 
above all other conditions, and rate 
of interest, though important, is sec- 
ond to safety.’’ I suppose you agree 
with all that? A.—Quite. 


Q.—So that the 5 per cent. as com- 
pared with 43 is not the great ele- 
ment in looking at a security? A.— 
Well, half per cent. is looked upon 
sometimes. 

Q.—But not if the security is not se- 
cured? A.—Oh, no. 

Q.—That seems to be Dr. Groves’ 
idea. Is that statement correct that 
every security came before every mem- 
ber of the Board to be ratified, be- 
cause I can find no trace in the min- 
utes, from one end t6 the other, of 
any ratification of these transactions? 
A.—Well, from memory I could not 
positively say. 

Q.—Mr. Spence says that there is 
no record that he knows of. Then who 
determined to purchase that debenture 
of the Provincial Building and Loan 
Association? Did you do it or Mr. 
Spence, or did you jointly agree to do 
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it? A.—Well, perhaps we jointly and 
perhaps the whole Board did, for 
aught I know. 


Q.—Can you do any more than per- 
haps about it? A.—I cannot from 
memory. The only thing I have to 
say in this connection is that in mat- 
ters of this kind that we had any- 
thing to do with, I always took the 
members of the Board into my con- 
fidence and they always knew what 
was going on. 


Q.—You do not remember any spe- 
ts discussion about it, though? A. 
—No. 

Q.—You do not remember how it 
was brought about or carried through? 
A.—No. 

Q.—Did the Provincial Building and 
Loan Association have any other tran- 
sactions with the Central Life? A.— 
Not that I am aware of. 

Q.—Of any kind? A.—Not that I 
am aware of, 

Q.—By way of accommodation or 
otherwise P A.—Not that I am 
aware of, 

Q.—Did any of the directors of the 
Central Life have any transactions 
with the company? <A.—Not that I 
am aware of. 

Q.—Any borrowing of money? _A.— 
Not that I am aware of. 

Q.—None of them? A.—No. 

Q.—Did you? A.—Not that I am 
aware of. 

Q.—Did you ever borrow $4,000 from 
the Central Life? A.—I rather think 


. I did, yes. 


Q.—Did you give any security? A. 
—I don’t think so. 

Q.—How did that transaction come 
to be made? A.—TI think Mr, Spence 
mentioned to me some money and that 
if I would pay them 5 per cent.—no, 
it just comes to my mind now, I can- 
not say just exactly how it came 
about, but it was for how long, Mr. 
Spence? A.—A month, two months. 

MR. SPENCE: Six or = seven 
months. 


Q.—Mr. Spence points out that in 
the Bills Receivable Book on the 12th 
May, 1902, there is a demand note 
from Thomas Crawford, Toronto, for 
$4,000 and that it is marked on the 
outside column ‘‘Paid December 12th, 
1902.’’ And then in the Cash Book 
May 12th, 1902, there is the entry, 
‘‘Sundries, Loan $4,000.’ Then on 
December 12th, there is an entry in 
the Cash Book ‘‘Sundries, Loan, 
$4.000.”7 That would be where you 
paid it backP A.—Yes. 
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Q.—That is the receipt of the 
money? ‘That then was a loan on a 
promissory note of yours from May 
until December, the note being a de- 
mand note without any security? A. 
—Where is the interest? 

().—The interest is over here. What 
did you agree to pay, du you remem- 
ber? A.—Well, from memory, 1 could 
not say, but whatever 1 agreed to pay 
I paid it. 

().—Yvuu don’t remember what you 
did pay? A.—No. 

Q.—Do you know that it was about 
4 per cent.P? A.—Well, perhaps it 
was. 

().—Was that a fair rate to be pay- 
ing on a personal loan without secur- 
ity? A.—Well, it was more than they 
were getting in the bank 

Q.—Do you regard the President as 
being entitled to use the money so 
Jong as he pays more than bank inter- 
est? A.—No, I may say that 1 at the 
time— 

().—The next item is the interest, 
$100. What rate does that work out 
to, Mr. Spence? 

MR. SPENCE: I might just explain 
that to you if you will allow me. Mr. 
Crawford got the loan of $4,000. I 
don’t think there was much said abont 
the interest. When he paid it back 
he asked me what the interest would 
be and [ think I said, would $100 be 
satisfactory, and he said, yes, so that 
was the way it was arranged. I think 
it was me that suggested it. 

Q.—But he approved it? (Mr. 
Spence continues to answer.) A.— 
Yes. 

Q.—And just paid a Inmp sum of 
$100? A.—I think that was the way 
it was done. 

Q.—Would that be over 4 per cent. ? 
A.—No. six months would be 4, 

Q.—And he had it for seven months? 
A.—Yes. 

JUDGE MacTAVISH: He is wrong 
about the interest. $100 wonld be the 
interest for six months at 5 per cent. 
A.—It is 5 per cent. for six months. 

MR. TILLEY: Now, Mr. Crawford, 
how do yon explain that transaction 
with the company’s funds? Yon had 
it for seven months? (Mr. Crawford 
answers.) A.—No, I don’t .think so. 
I spoke to Mr. Spence at the time. 
It is coming to my recollection now. 
When I got this loan Mr. Spence spoke 
to me. He said, this is the busy 
season of the year in your business, 
T said. yes. He said. yon ean use 
some money. I snid, Yes, T can, my 
accounts are overdrawn in the bank 
in connection with my own business. 
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He said, Supposing you give us 5 per 
cent. for $4,U00. I said 1 could use 
it and it would not cost me even then 
as much as it did in the bank. That 
is how the loan came about and I 
paid at the rate of 5 per cent., and I 
paid it at the six months other than 
perhaps a week or two as tlie case 
may be in the matter of handing in 
the cheque. So that so far as the 
transaction itself, I had quite forgot- 
ten it, but the company was perfectly 
well secured and they made by the 
transaction. I didn’t make anything 
by it. 

Q.—You made something by it; you 
got accommodation to tle extent of 
$4,000P A.—No, I had all the accom- 
modation I wanted. 

Q.—Then do you justify it? A.— 
Well, I justify it in this way, that I 
made money for the Central Life. 
That is how I justify it. 

Q.—Do you say that was a proper 
transaction as between you and the 
company of which you were President? 
A.—It might not be in ordinary cir- 
cumstances, bunt under the conditions, 
as I understood them and as I know 
them, it was money made by the Cen- 
tral Canada. 


Q.—Under what conditions? A.— 
On the conditions that I paid more 
interest for the money and that it 
was perfectly secure. 

Q.—Secured by your own name? A, 
—Secured by my own name. 

Q.—By your note? A.—Yes. 

Q.—Then do you say that it is pro- 
per for the President of a company 
whenever the company has money in 
the bank earning 3 and he can use 
it in his own business, to take it so 
long as he gives the company a little 
more than the bank interest? A.—I 
say emphatically no. 

Q.—Is there any justification for 
that transaction of yours if there is 
not for the general proposition IT have 
stated? A.—No, the only thing is 
this, that perhaps as we get older we 
get more experience and while I could 
get along just as well without the 
money, the position was that we had 
the money in the bank and it was 
only earning 3 per cent., and Mr. 
Spence was anxious that it shonld earn 
more and he knew T conld use it with- 
out injury to myself and a benefit te 
the company, and he suggested it. 

ne was not at your request? A. 
—No. 

Q.—It was entirely a matter promot 
ed by Mr. Spence? A.—Yes. 
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